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PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


MONDAY, FEBRUARY 25, 1957 


Unrrep States SENATE; 
SUBCOMMITTEE ON Labor OF THE 
ComMMITTEE ON Lasor AND PuBLic WELFARE, 
Washington, D. C. 

The subcommittee met at 10 a. m., in the Old Supreme Court Cham- 
ber, United States Capitol, Senator John F. Kennedy, chairman of 
the subcommittee, presiding. 

Present : Senators Kennedy, Ives, Purtell, and Allott. 

Also present: Stewart E. McClure, chief clerk, Roy E. James, 
assistant chief clerk, John S. Forsythe, general counsel, and Michael 
J. Bernstein, professional staff member. 

Senator Kennepy. The subcommittee will come to order. 

This morning the Subcommittee on Labor resumes hearings on pro- 
posals to extend coverage of minimum wage protection under the Fair 
Labor Standards Act. 

The purpose of the present series of hearings is to complete and 
bring up to date testimony on this subject taken by the subcommittee 
during the 1st and 2d sessions of the 84th Congress. 

During the ist session of the 84th Congress, the subcommittee held 
20 days’ of public hearings, with a total of 26 sessions, on bills amend- 
ing the Fair Labor Standards Act, extending from April 14 through 
May 18, 1955. 

While part of the testimony at those hearings related to proposals 
to increase the minimum wage and part related to procedures for 
determining minimum wages in Puerto Rico, a large bulk of testimony 
dealt with questions of coverage and exemptions. The 1955 testimony 
was printed in three volumes. 

In the 2d session of the 84th Congress, additional hearings on cover- 
age were held from May 8 through May 18, 1956. The hearings were 
printed in a single volume. 

The committee also printed a 368-page staff study by Dr. Fred 
Blum, economist consultant, entitled “Retail Establishments and the 
Fair Labor Standards Act.” 

Thus, during 1955-56 the subcommittee devoted some 27 days to 
hearings on amendments to the Fair Labor Standards Act; on 9 of 
those days hearings were conducted in both morning and afternoon. 

Oral testimony was received from approximately 221 spokesmen of 
Government, business, labor, and public organizations, and statements 
for the record from nearly 200 others. 

Many of these, of course, presented testimony in the hearings of both 
sessions of Congress. A grand total of more than 2,700 pages of testi- 
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mony has been printed in 4 volumes, plus the 368-page staff study by 
Dr. Blum. 

Because of the exhaustive hearings already held on this question and 
the voluminous record thereof available to the Congress, the 
Subcommittee on Labor this year has agreed to confine public hearings 
to not more than 10 sessions extending over several weeks with approx- 
imately 2 or 3 sessions per week, and to restrict testimony solely to the 
matter of coverage under the act. 

As the views of most parties interested in this proposed legislation 
have already been submitted to the subcommittee and are accessible to 
it in the printed record, it is our hope that witnesses appearing in the 
current series will supply us with brief statements supplementing with 
new information the material they have previously samdined. 

The subcommittee is requesting that, with a few signal exceptions, 
witnesses will limit their oral presentations to not more than 15 
minutes although, of course, the subcommittee will gladly receive 
statements from all interested persons and organizations for inclusion 
in the printed record. 

We are hopeful that those who will testify before us in the current 
hearings will avoid, as much as possible, duplicating testimony already 
presented to the subcommittee in the 84th Congress and will provide 
us with facts and figures pertinent to the situation in their respective 
industries at the present time, 1957. 

I can assure all concerned that the subcommittee will give the same 
careful consideration to testimony presented in writing as it gives to 
that presented orally, and further, that the evidence previously sub- 
mitted and contained in the printed volumes of the 84th Congress 
will be taken into account in our present deliberations. 

There are pending before the subcommittee at the present time six 
bills relating to extension of coverage under the Fair Labor Standards 
Act. These are S. 1135, by Senators Morse and Murray; S. 1159, by 
Senators Murray and Morse; S. 1160, by Senator Smith of Maine; S. 
1178 by Senator Morse; S. 1267, by Senators Morse, Murray, Neely, 
and McNamara; and S. 1273, by Senators McNamara, Murray, and 
Morse. 

Copies of the bills and departmental reports thereon will be placed 
in the record at this point. 

(S. 1135, S. 1159, S. 1160, S. 1178, S. 1267, S. 1273, S. 1418, S. 1503, 
S. 1505, and S. 1512 and departmental reports thereon follow :) 


[S. 1135, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of large retail establishments whose activities affect interstate commerce, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Retail 
Establishment Amendments of 1957 to the Fair Labor Standards Act of 1938, as 
amended.” 

FINDING AND DECLARATION OF POLICY 


Sec. 2. Section 2 of the Fair Labor Standards Act of 1938, as amended (here- 
inafter referred to as the “Act’’), is amended by adding the following new sub- 
section 2 (c) at the end thereof: 

“(c) The findings and declaration of policy as set forth above in this section 
shall also be applicable to the retailing industry whose establishments engage in 
any activity affecting commerce.” 
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DEFINITIONS 


Sec. 3. Section 3 of such Act is amended by adding at the end thereof the 
following: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce neces- 
sary to commerce or competing with any activity in commerce or where the 
payment of wages at rates below those prescribed by this Act would burden or 
obstruct or tend to burden or obstruct commerce or the free flow of commerce.” 


SPECIAL INDUSTRY COMMITTEES FOR PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 4. Section 5 (a) of such Act is amended by adding after the words “, or 
in Puerto Rico and the Virgin Islands, engaged in commerce or in the production 
of goods for commerce,” and after the words “or in the production of goods for 
commerce in particular industries” the following: “or employed in or about or 
in connection with any enterprise where an employer, having one or more retail 
establishments with a total annual volume of sales of more than $500,000 from 
all such establishments combined is engaged in any activity affecting commerce”. 


MINIMUM WAGES 


Sec. 5. (a) That part of section 6 of such Act, which immediately precedes 
subparagraph (1) of such section, is amended to read as follows: 

“Src. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce, and every employer who 
is engaged in any activity affecting commerce and who has one or more retail 
establishments with a total annual volume of sales of more than $500,000 from 
all such establishments combined shall pay to each of his employees employed in 
or about or in connection with any enterprise where he is so engaged, wages 
at the following rates:”’. 

(b) Section 6 (a) (3) of such Act is amended by adding at the end thereof 
the following sentence: 

“The provisions of the Retail Establishment Amendments of 1957 to the Fair 
Labor Standards Act of 1938, as amended, shall be applicable to American 
Samoa.” 

(c) Section 6 (c) of such Act is amended by adding after the words “in the 
production of goods for commerce” the following: “, or employed in or about or 
in connection with any enterprise where an employer, having one or more retail 
establishments with a total annual volume of sales of more than $500,000 from 
all such establishments combined, is engaged in any activity affecting commerce,” 


MAXIMUM HOURS 


Sec. 6. Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, and in section 13 (e) of 
this Act, no employer shall employ any of his employees who is engaged in com- 
merce or in the production of goods for commerce, and no employer who is 
engaged in any activity affecting commerce and who has one or more establish- 
ments with a total annual volume of sales of more than $500,000 from all such 
establishments combined shall employ any of his employees employed in or 
about or in connection with any enterprise where he is so engaged, for a work- 
week longer than forty hours, or in a workday longer than eight hours, unless 
such employee receives compensation for his employment in excess of the hours 
above specified at a rate not less than one and one-half times the regular rate 
at which he is so employed.” 


WAGE ORDERS IN PUERTO RICO, THE VIRGIN ISLANDS, AND AMERICAN SAMOA 


Sec. 7. Section 8 (a) of such Act is amended as follows: 

Add after the words “in each such industry.” at the end of the first sentence 
thereof, the following: 

“The policy as expressed herein shall also be applicable to the retailing in- 
dustry in Puerto Rico, the Virgin Islands, and American Samoa, whose estab- 
lishments engage in any activity affecting commerce.”; and by adding after 
the words “each fiscal year.” at the end of said section 8 (a), the following: 

“The provisions of this section shall also be applicable to any employer in 
Puerto Rico, or the Virgin Islands, or in Puerto Rico and the Virgin Islands, 
or in American Samoa, engaged in any activity affecting commerce and having 
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one or more retail establishments with a total annual volume of sales of more 
than $500,000 from all such establishments combined.” 


CHILD LABOR 


Sec. 8. Section 12 (c) of such Act is amended to read as follows: 

“(e) No employer shall employ any oppressive child labor in commerce or 
in the production of goods for commerce and no employer who is engaged in 
any activity affecting commerce and who has one or more retail establishments 
with a total annual volume of sales of more than $500,000 from all such estab- 
lishments combined shall employ any oppressive child labor in or about any 
establishment where he is so engaged.” 


EXEMPTIONS 


Sec. 9. Sections 138 (a) (1) and 13 (a) (2) and 13 (a) (4) of such Act are 
amended and Section 13 (a) (3) is reenacted to read as follows: 

“Sec. 13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity, or in the capacity of outside salesman (as such terms are 
defined and delimited by regulations of the Administrator); or (2) any en- 
ployee employed in any retail establishment by an employer with one or more 
retail establishments and having from all such establishments combined a total 
annual volume of sales of not more than $500,000, or any employee employed 
by any service establishment, more than 50 per centum of which service estab- 
lishment’s annual dollar volume of sales is made within the State in which 
the service establishment is located. An ‘employer with one or more retail 
establishments’ or a ‘service establishment’ shall mean respectively an employer 
or establishment 75 per centum of whose annual dollar volume of sales of goods 
or services (or of both) is not for resale and is recognized as retail sales or 
services in the particular industry: or (3) any employee employed by an estab- 
lishment engaged in laundering, cleaning or repairing clothing or fabrics, more 
than 50 per centum of which establishment’s annual dollar volume of sales of 
such services is made within the State in which the establishment is located: 
Provided, That 75 per centum of such establishment’s annual dollar volume of 
sales of such services is made to customers who are not engaged in a mining, 
manufacturing, transportation, or communications business; or (4) any em- 
ployee employed by a retail establishment of an employer which qualifies as 
an exempt employer with one or more retail establishments under clause (2) 
of this subsection and is recognized as a retail establishment in the particular 
industry notwithstanding that such establishment makes or processes at the 
retail establishment the goods that it sells: Provided, That more than 8) per 
centum of such establishment’s annual dollar volume of sales of goods so made 
or processed is made within the State in which the establishment is located; 
os 

PROHIBITED ACTS: PRIMA FACIE EVIDENCE 


Sec. 10. Section 15 of such Act is amended by adding at the end thereof a 
new subsection (c), as follows: 

“(c) The provisions of this section shall be applicable to the retailing industry 
whose establishments engage in any activity affecting commerce.” 


EFFECTIVE DATE 


Sec. 11. The amendments made by this Act shall take effect upon the expiration 
of one hundred and twenty days from the date of its enactment. 


[S. 1159, 85th Cong., 1st sess. ] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of large retail establishments whose activities affect interstate commerce, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Retail 
Establishment Amendments of 1957 to the Fair Labor Standards Act of 1938, 
as amended”’, 
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FINDING AND DECLARATION OF POLICY 


Sec. 2. Section 2 of the Fair Labor Standards Act of 1938, as amended (here- 
inafter referred to as the “Act”), is amended by adding the following new 
subsection 2 (c) at the end thereof: 

“(c) The findings and declaration of policy as set forth above in this section 
shall also be applicable to the retailing industry whose establishments engage 
in any activity affecting commerce.” 


DEFINITIONS 


Seo. 3. Section 3 of such Act is amended by adding at the end thereof the 
following: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce necessary 
to commerce or competing with any activity in commerce or where the payment 
of wages at rates below those prescribed by this Act would burden or obstruct 
or tend to burden or obstruct commerce or the free flow of commerce.” 


SPECIAL INDUSTRY COMMITTEES FOR PUERTO RICO AND THE VIRGIN ISLANDS 


Src. 4. Section 5 (a) of such Act is amended by adding after the words “, or 
in Puerto Rico and the Virgin Islands, engaged in commerce or in the production 
of goods for commerce,” and after the words, “or in the production of goods 
for commerce in particular industries” the following: “or employed in or about 
or in connection with any enterprise where an employer, having one or more 
retail establishments with a total annual volume of sales of more than $500,000 
from all such establishments combined is engaged in any activity affecting 
commerce”. 

MINIMUM WAGES 


Sec. 5. (a) That part of section 6 of such Act, which immediately precedes 
subparagraph (1) of such section, is amended to read as follows: 

“Sec. 6. (a) Every employer shall pay to each of his employees who is 
engaged in commerce or in the production of goods for commerce, and every 
employer who is engaged in any activity affecting commerce and who has one or 
more retail establishments with a total annual volume of sales of more than 
$500,000 from all such establishments combined shall pay to each of his employees 
employed in or about or in connection with any enterprise where he is so 
engaged, wages at the following rates:”. 

(b) Section 6 (a) (3) of such Act is amended by adding at the end thereof, the 
following sentence: “The provisions of the Retail Establishment Amendments 
of 1957 to the Fair Labor Standards Act of 1938, as amended, shall be applicable 
to American Samoa.” 

(c) Section 6 (c) of such Act is amended by adding after the words “in the 
production of goods for commerce” the following: “, or employed in or about or in 
connection with any enterprise where an employer, having one or more retail 
establishments with a total annual volume of sales of more than $500,000 from all 
such establishments combined, is engaged in any activity affecting commerce,”. 


MAXIMUM HOURS 


Sec. 6. Section 7 (a) of such Act is amended to read as follows: 

“(a) Except as otherwise provided in this section, and in section 13 (e) of 
this Act, no employer shall employ any of his employees who is engaged in com- 
merce or in the production of goods for commerce, and no employer who is en- 
gaged in any activity affecting commerce and who has one or more establish- 
ments with a total annual volume of sales of more than $500,000 from all such 
establishments combined shall employe any of his employees employed in or about 
or in connection with any enterprise where he is so engaged, for a workweek 
longer than forty hours, or in a workday longer than eight hours, unless such 
employee receives compensation for his employment in excess of the hours above 


specified at a rate not less than one and one-half times the regular rate at which 
he is so employed.” 


WAGE ORDERS IN PUERTO RICO, THE VIRGIN ISLANDS, AND AMERICAN SAMOA 


Sec. 7. Section 8 (a) of such Act is amended as follows: 
After the words “in each such industry.” at the end of the first sentence there- 
of, add the following: “The policy as expressed herein shall also be applicable 
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to the retailing industry in Puerto Rico, the Virgin Islands, and American 
Samoa, whose establishments engage in any activity affecting commerce.”; and 
by adding after the words “each fiscal year.” at the end of said section 8 (a), 
the following: “The provisions of this section shall also be applicable to any 
employer in Puerto Rico, or the Virgin Islands, or in Puerto Rico and the Virgin 
Islands, or in American Samoa, engaged in any activity affecting commerce 
and having one or more retail establishments with a total annual volume of sales 
of more than $500,000 from all such establishments combined.” 


CHILD LABOR 


Sec. 8. Section 12 (c) of such Act is amended to read as follows: 

“(c) No employer shall employ any oppressive child labor in commerce or in 
the production of goods for commerce and no employer who is engaged in any 
activity affecting commerce and who has one or more retail establishments with 
a total annual volume of sales of more than $500,000 from all such establishments 
combined shall employ any oppressive child labor in or about any establishment 
where he is so engaged.” 

EXEMPTIONS 


Sec. 9. Sections 138 (a) (1) and 13 (a) (2) and 13 (a) (4) of such Act are 
amended and section 13 (a) (3) is re-enacted to read as follows: 

“Sec. 13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to (1) any employee employed in a bona fide executive, administrative, or pro- 
fessional capacity, or in the capacity of outside salesman (as such terms are 
defined and delimited by regulations of the Administrator) ; or (2) any employee 
employed in any retail establishment by an employer with one or more retail 
establishments and having from all such establishments combined a total annual 
volume of sales of not more than $500,000, or any employee employed by any 
service establishment, more than 50 per centum of which service establishment’s 
annual dollar volume of sales is made within the State in which the service 
establishment is located. An ‘employer with one or more retail establishments’ 
or a ‘service establishment’ shall mean respectively an employer or establish- 
ment 75 per centum of whose annual dollar volume of sales of goods or services 
(or of both) is not for resale and is recognized as retail sales or services in the 
particular industry; or (3) any employee employed by an establishment engaged 
in laundering, cleaning, or repairing clothing or fabrics, more than 50 per 
centum of which establishment’s annual dollar volume of sales of such services 
is made within the State in which the establishment is located: Provided, That 
75 per centum of such establishment’s annual dollar volume of sales of such 
services is made to customers who are not engaged in a mining, manufacturing, 
transportation, or communications business: or (4) any employee employed 
by a retail establishment of any employer which qualifies as an exempt employer 
with one or more retail establishments under clause (2) of this subsection and 
is recognized as a retail establishment in the particular industry notwithstand- 
ing that such establishment makes or processes at the retail establishment the 
goods that it sells: Provided, That more than 85 per centum of such establish- 
ment’s annual dollar volume of sales of goods so made or processed is made 
within the State in which the establishment is located ; or’”’. 


PROHIBITED ACTS: PRIMA FACIE EVIDENCE 


Sec. 10. Section 15 of such Act is amended by adding at the end thereof a 
new subsection (c), as follows: 

“(c) The provisions of this section shall be applicable to the retailing in- 
dustry whose establishments engage in any activity affecting commerce.” 


EFFECTIVE DATE 


Sec. 11. The amendments made by this Act shall take effect upon the expira- 
tion of one hundred and twenty days from the date of its enactment. 
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[S. 1160, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to exempt home- 
workers in rural areas from the minimum wage and maximum hours provisions of that 
Act in certain cases 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress in Congress assembled, That subsection (a) of section 
13 of the Fair Labor Standards Act of 1938, as amended (29 U. S. C. 213 (a)), is 
amended by inserting before the period at the end thereof the following: “; or 
(16) any homeworker in a rural area who is not subject to any supervision or 
control by any person whomsoever, and who buys raw material and makes and 
completes any article and sells the same to any person, even though it is made 
according to specifications and requirements of some single purchaser”. 





{S. 1178, 85th Cong., 1st sess.] 


A BILL To amend section 213 (52 Stat. 1067, as amended by 53 Stat. 1266) of title 29 
of the United States Code, the same being a section of the Fair Labor Standards Act 
of 1938, as amended, so as to eliminate the exemption of small telephone exchanges from 
the overtime and minimum wage provisions of the Fair Labor Standards Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 213 of title 29 of the United 
States Code (52 Stat. 1067, as amended by 53 Stat. 1266), the same being a 
section of the Fair Labor Standards Act of 1938, as amended, be amended by 
striking out subsection (a), clause 11, thereof which reads as follows: “any 
switchboard operator employed in a public telephone exchange which has less 
than seven hundred and fifty stations”. 


{[S. 1267, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of employers who are engaged in activities affecting interstate commerce, 
to eliminate certain exemptions, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Fair Labor 
Standards Amendments of 1957”. 


FINDINGS AND DECLARATION OF POLICY 


Sec. 2. Section 2 of the Fair Labor Standards Act of 1938, as amended (herein- 
after referred to as the “Act’’), is amended to read as follows: 

“Sec. 2. (a) The Congress hereby finds that the existence in industries en- 
gaged in commerce or in the production of goods for commerce or in any activities 
affecting commerce, of labor conditions detrimental to the maintenance of the 
minimum standard of living necessary for health, efficiency, and general well- 
being of workers (1) causes commerce and the channels and instrumentalities of 
commerce to be used to spread and perpetuate such labor conditions among the 
workers of the several States; (2) burdens and affects commerce and the free 
flow of goods in commerce;.(3) constitutes an unfair method of competition in 
commerce; (4) leads to labor disputes burdening and obstructing commerce 
and the free flow of goods in commerce; and (5) interferes with the orderly and 
fair marketing of goods in commerce. 

“(b) It is hereby declared to be the policy of this Act, through the exercise 
by Congress of its power to regulate commerce among the several States and 
with foreign nations, subject only to the limitations expressly prescribed in this 
Act, to correct and as rapidly as practicable to eliminate the conditions above 
referred to in industries engaged in commerce or in the production of goods for 
commerce or in any activity affecting commerce without substantially curtailing 
employment or earning power.” 
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DEFINITIONS 


Sec. 3. (a) Subsection (j) of section 3 of such Act, defining the term “pro- 
duced”, is amended to read as follows: ; j 

“(j) ‘Produced’ means produced, manufactured, mined, handled, or in any 
other manner worked on in any State; and for the purposes of this Act an 
employee shall be deemed to have been engaged in the production of goods if 
such employee was employed in producing, manufacturing, mining, handling, 
transporting, or in any other manner working on such goods, or in any process 
or occupation necessary to the production theerof in any State.” int 

(b) Subsection (m) of section 3 of such Act, defining the term “wage”, is 
amended to read as follows: ’ 

“(m) ‘Wage’ paid to any employee includes the reasonable cost, as determined 
by the Secretary of Labor, to the employer of furnishing such employee with 
board, lodging, or other facilities, if such board, lodging, or other facilities are 
customarily furnished by such employer to his employees : Provided, That the cost 
of board, lodging, or other facilities shall not be included in the wage paid to any 
employee if the furnishing of such facilities is an incident of and necessary to 
his employment and such facilities are practicably available only from the 
employer.” 

(c) Section 3 of such Act is further amended by striking out the period at the 
end thereof and inserting in lieu thereof a semicolon and the following new 
paragraphs: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce, neces- 
sary to commerce, or competing with any activity in commerce, or where the 
payment of wages at rates below those prescribed by this Act burdens or ob- 
structs or trends to burden or obstruct commerce or the free flow of goods in 
commerce. 

“(q) ‘Hired farm labor’ includes the labor of any person employed on a farm, 
except the labor of the farmer and his immediate family. 

“(r) ‘Farm enterprise’ comprises all tracts of land, whether contiguous or 
not, under one management, located in a county and immediately adjacent coun- 
ties on which any of the operations enumerated in paragraph (f) of this section 
is carried on. 

“(s) ‘Man-day’ means any day on which hired farm labor is performed. 

“(t) ‘American vessel’ includes any vessel which is defined as a ‘vessel of the 
United States’ in title 18, United States Code, section 9, or which is documented 
or numbered under the laws of the United States.” 


SPECIAL INDUSTRY COMMITTEES FOR PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 4. Subsection (a) of section 5 of such Act is amended to read as follows: 

“(a) The Secretary of Labor shall as soon as practicable appoint a special 
industry committee to recommend the minimum rate or rates of wages to be 
paid under section 6 to employees in Puerto Rico or the Virgin Islands, or in 
Puerto Rico and the Virgin Islands, engaged in commerce or in the production 
of goods for commerce or employed in or about or in connection with any enter- 
prise where their employer is engaged in any activity affecting commerce, or 
the Secretary may appoint separate industry committees to recommend the 
minimum rate or rates of wages to be paid under section 6 to employees therein 
engaged in commerce or in the production of goods for commerce or employed 
in or about or in connection with any enterprise -where their employer is en- 
gaged in any activity affecting commerce in particular industries. An industry 
committee appointed under this subsection shall be composed of residents of 
such island or islands where the employees with respect to whom such com- 
mittee was appointed are employed and residents of the United States outside 
of Puerto Rico and the Virgin Islands. In determining the minimum rate or 
rates of wages to be paid, and in determining classifications, such industry com- 
mittees shall be subject to the provisions of section 8.” 


MINIMUM WAGES 


Sec. 5. (a) Subsection (a) of section 6 of such Act is amended by inserting 
after the words “for commerce” and before the words “wages at” a comma 
and the following: “and every employer who is engaged in any activity affecting 
commerce shall pay to each of his employees employed in or about or in con- 
nection with any enterprise where he is so engaged.” 








MINIMUM WAGE PROTECTION 9 


(b) Subsection (c) of section 6 of such Act is amended by inserting after the 
words “for commerce” and before the words “only for” a comma and the 
following: “or employed in or about or in connection with any enterprise where 
his employer is engaged in any activity affecting commerce.” 


MAXIMUM HOURS 


Sec. 6. (a) Subsection (a) of section 7 of such Act is amended by inserting 
after the words “for commerce” and before the words “for a workweek” a 
comma and the following: “and no employer who is engaged in any activity 
affecting commerce shall employ any of his employees employed in or about or 
in connection with any enterprise where he is so engaged.” 

(b) Subsection (b) of section 7 of such Act is amended by striking out clause 
(3) thereof. 

(c) Section 7 of such Act is further amended by striking out subsection 
(c) thereof. 


WAGE ORDERS IN PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 7. Subsection (a) of section 8 of such Act is amended by inserting after 
the words “for commerce” and before the words “is to reach” in the first sentence 
the following: “or in any activity affecting commerce”; and by inserting after 
the words “for commerce” and before the words “in any such industry” in the 
next to the last sentence the following: “or in any activity affecting commerce.” 


CHILD LABOR PROVISIONS 


Sec. 8. Subsection (c) of section 12 of such Act is amended by striking out 
the period at the end thereof and inserting in lieu thereof a comma and the 
following: “and no employer who is engaged in any activity affecting commerce 
shall employ any oppressive child labor in or about or in connection with any 
enterprise where he is so engaged.” 


EXEMPTIONS 


Sec. 9. (a) Subsection (a) of section 13 of such Act is amended by striking 
out clauses (4), (8), (9), (10), (11), (12), (13), and (15) thereof, by renum- 
bering clauses (1), (2), (3), (5), (6), (7), and (14) as clauses (1), (2), 
(3), (4), (5), (6), and (7), respectively, and by amending such clauses to 
read as follows: 

“(1) any employee employed in a bona fide executive, administrative, or 
professional capacity (as such terms are defined and delimited by regulations 
of the Secretary of Labor) ; or (2) any employee employed in any retail or 
service establishment by an employer having neither more than four such 
establishments nor more than a total annual dollar volume of sales of goods 
or services of $500,000: Provided, That a ‘retail or service establishment’ 
shall mean an establishment not more than 25 per centum of whose annual 
dollar volume of sales of goods or services (or of both) is for resale or is 
made to customers who are engaged in a mining, manufacturing, transpor- 
tation, commercial, or communications business; or (3) any employee 
employed in any establishment engaged in laundering, cleaning, or repairing 
clothes or fabrics by an employer having neither more than four such 
establishments nor more than a total annual dollar volume of sales or 
servicing of $500,000: Provided, That not more than 25 per centum of such 
employer’s annual dollar volume of sales or servicing shall be made to 
customers who are engaged in a mining, manufacturing, transportation, 
commercial, or communications business; or (4) any employee employed 
in the catching, taking, harvesting, cultivating, or farming of any kind of 
fish, shellfish, crustacea, sponges, seaweeds, or other aquatic forms of animal 
or vegetable life, including the going to and returning from work and loading 
and unloading when performed by any such employee; or (5) any employee 
employed in agriculture during any calendar quarter, by a farm enterprise 
which used less than four hundred man-days of hired farm labor during 
each of the preceding four quarters other than labor performed by members 
of the family of a farmer-operated enterprise: or (6) any employee to the 
extent that such employee is exempted by regulations or orders of the 
Secretary of Labor issued under section 14; or (7) any employee employed 
as a seaman on a vessel other than an American vessel: Provided, That an 
employee employed as a seaman on an American vessel shall be paid not less 
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than the rate that will provide the employee, for the period covered by the 
wage payment, wages equal to compensation at the minimum hourly rate 
prescribed by section 6 for all hours during which he was actually on duty 
(not including off-duty periods aboard ship when the employee rendered no 
service).” 

(b) Subsection (b) of section 13 of such Act is amended by striking out 
clauses (1), (4), and (5) thereof, by renumbering clauses (2) and (3) as clauses 
(1) and (2), and by amending such clauses, and inserting a new clause (3), to 
read as follows: 

“(1) any employee of an express company, sleeping car company, re- 
frigerator car company, or carrier by railroad subject to the provisions of 
Part I of the Interstate Commerce Act; or (2) any employee of a carrier 
by air subject to the provisions of title II of the Railway Labor Act; or 
(3) any employee employed as a seaman on an American vessel.” 

(c) Subsection (c) of section 13 of such Act is amended to read as follows: 

“(c) The provisions of this section shall not apply with respect to any em- 
ployee employed in agriculture who is exempt under clause (5) of subsection (a) 
of this section, if such employee is employed outside of school hours for the 
school district where such employee is living while so employed, or to any 
employee employed as an actor or performer in motion pictures or theatrical 
productions, or in radio or television productions.” 

(d) Subsection (d) of such Act is amended to read as follows: 

“(d) The provisions of sections 6, 7, and 12 shall not apply to any employee 
engaged in the delivery of newspapers to consumers at their residences: Provided, 
That section 12 shall not apply to any employee otherwise engaged in the delivery 
of newspapers to consumers when such employee is employed outside of school 
hours for the school district where such employee is living while he is so 
employed, and such employee is sixteen years of age or over.” 


EFFECTIVE DATE 


Sec. 10. This Act shall take effect upon the expiration of ninety days from 
the date of its enactment. 


[S. 1273, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of employers in the food industries who are engaged in activities affecting 
interstate commerce, to eliminate certain exemptions, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Food 
Industries Amendments to the Fair Labor Standards Act of 1938, as amended.” 


FINDINGS AND DECLARATION OF POLICY 


Sec. 2. Section 2 of the Fair Labor Standards Act of 1938, as amended (here- 
inafter referred to as the “Act’”), is amended to read as follows: 

“Sec. 2. (a) The Congress hereby finds that the existence, in industries en- 
gaged in commerce or in the production of goods for commerce or in any ac- 
tivities affecting commerce, of labor conditions detrimental to the maintenance 
of the minimum standard of living necessary for health, efficiency, and general 
well-being of workers (1) causes commerce and the channels and instrumentali- 
ties of commerce to be used to spread and perpetuate such labor conditions 
among the workers of the several States; (2) burdens and affects commerce and 
the free flow of goods in commerce; (3) constitutes an unfair method of competi- 
tion in commerce; (4) leads to labor disputes burdening and ebstructing com- 
merece and the free flow of goods in commerce; and (5) interferes with the 
orderly and fair marketing of goods in commerce. 

“(b) It is hereby declared to be the policy of this Act, through the exercise 
by Congress of its power to regulate commerce among the several States and 
with foreign nations, subject only to the limitations expressly prescribed in 
this Act, to correct and as rapidly as practicable to eliminate the conditions above 
referred to in industries engaged in commerce or in the production of goods for 
commerce or in any activity affecting commerce without substantially curtailing 
employment or earning power.” 
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DEFINITIONS 


Src. 3. (a) Subsection (j) of section 3 of such Act, defining the term “pro- 
duced”, is amended to read as follows: 

“(j) ‘Produced’ means produced, manufactured, mined, handled, or in any 
other manner worked on in any State; and for the purposes of this Act an em- 
ployee shall be deemed to have been engaged in the production of goods if such 
employee was employed in producing, manufacturing, mining, handling, trans- 
porting, or in any other manner working on such goods, or in any process or 
occupation necessary to the production thereof in any State.” 

(b) Section 3 of such Act is further amended by striking out the period at 
the end thereof and inserting in lieu thereof a semicolon and the following 
new paragraphs: 

“(p) ‘Activity affecting commerce’ includes any activity in commerce, neces- 
sary to commerce, or competing with any activity in commerce, or where the 
payment of wages at rates below those prescribed by this Act burdens or ob- 
structs or tends to burden or obstruct commerce or the free flow of goods in 
commerce. 

“(q) ‘Hired farm labor’ includes the labor of any person employed on a 
farm, except the labor of the farmer and his immediate family. 

“(r) ‘Farm enterprise’ comprises all tracts of land, whether continguous or 
not, under one management, located in a county and immediately adjacent coun- 
ties on which any of the operations enumerated in paragraph (f) of this section 
is carried on. 

“(s) ‘Man-day’ means any day on which hired farm labor is performed.” 


SPECIAL INDUSTRY COMMITTEES FOR PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 4. Subsection (a) of section 5 of such Act is amended to read as follows: 

“(a) The Secretary of Labor shall as soon as practicable appoint a special 
industry committee to recommend the minimum rate or rates of wages to be 
paid under section 6 to employees in Puerto Rico or the Virgin Islands, or in 
Puerto Rico and the Virgin Islands, engaged in commerce or in the production 
of goods for commerce or employed in or about or in connection with any enter- 
prise where their employer is engaged in any activity affecting commerce, or 
the Secretary may appoint separate industry committees to recommend the 
minimum rate or rates of wages to be paid under section 6 to employees therein 
engaged in commerce or in the production of goods for commerce or employed 
in or about or in connection with any enterprise where their employer is en- 
gaged in any activity affecting commerce in particular industries. An industry 
committee appointed under this subsection shall be composed of residents of such 
island or islands where the employees with respect to whom such committee was 
appointed are employed and residents of the United States outside of Puerto 
Rico and the Virgin Islands. In determining the minimum rate or rates of 
wages to be paid, and in determining classifications, such industry committees 
shall be subject to the provisions of section 8.” 


MINIMUM WAGES 


Sec. 5. (a) Subsection (a) of section 6 of such Act is amended by inserting 
after the words “for commerce” and before the words “wages at” a comma and 
the following: “and every employer who is engaged in any activity affecting 
commerce shall pay to each of his employees employed in or about or in connection 
with any enterprise where he is so engaged.” 

(b) Subsection (c) of section 6 of such Act is amended by inserting after the 
words “for commerce” and before the words “only for” a comma and the follow- 
ing: “or employed in or about or in connection with any enterprise where his 
employer is engaged in any activity affecting commerce.” 


MAXIMUM HOURS 


Sec. 6. (a) Subsection (a) of section 7 of such Act is amended by inserting 
after the words “for commerce” and before the words “for a workweek” a 
comma and the following: “and no employer who is engaged in any activity 
affecting commerce shall employ any of his employees employed in or about 
or in connection with any enterprise where he is so engaged.” 
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(b) Subsection (b) of section 7 of such Act is amended by striking out clause 
(3) thereof. 
(c) Section 7 of such Act is further amended by striking out subsection (c) 
thereof. 
WAGE ORDERS IN PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 7. (a) Subsection (a) of section 8 of such Act is amended by inserting 
after the words “for commerce” and before the words “is to reach” in the first 
sentence the following: “or in any activity affecting commerce” ; and by inserting 
after the words “for commerce” and before the words “in any other industry” 
in the next to the last sentence the following: “or in any activity affecting 
commerce.” 

CHILD LABOR PROVISIONS 


Sec. 8. Subsection (c) of section 12 of such Act is amended by striking out the 
period at the end thereof and inserting in lieu thereof a comma and the follow- 
ing: “and no employer who is engaged in any activity affecting commerce shall 
employ any oppressive child labor in or about or in connection with any enter- 
prise where he is so engaged.” 

EXEMPTIONS 


Sec. 9. (a) Section 13 (a) of such Act is amended by amending clauses (1) 
through (2) to read as follows: 

“(1) any employee employed in a bona fide executive, administrative, or 
professional capacity (as such terms are defined and delimited by regula- 
tions of the Secretary of Labor) ; or 

“(2) any employee employed in any retail or service establishment by 
an employer having neither more than four such establishments nor more 
than a total annual dollar volume sales of goods or services of $500,000: 
Provided, That a ‘retail or service establishment’ shall mean an establish- 
ment not more than 25 per centum of whose annual dollar volume of sales 
of goods or services (or of both) is for resale or is made to customers who 
are engaged in a mining, manufacturing, transportation, commercial, or 
communications business ;’’. 

(b) Section 13 (a) of such Act is further amended by striking out clause (4) 
thereof, including the proviso of such clause. 
(c) Section 13 (a) (5) of such Act is amended to read: 

“(5) any employee employed in the catching, taking, harvesting, cultivat- 
ing, or farming of any kind of fish, shellfish, crustacea, sponges, seaweeds, or 
other aquatic forms of animal or vegetable life, including the going to and 
returning from work and loading and unloading when performed by any 
such employee ;”. 

(d) Section 13 (a) (6) of such Act is amended to read: 

“(6) any employee employed in agriculture during any calendar quarter, 
by a farm enterprise which used less than four hundred man-days of hired 
farm labor during each of the preceding four quarters other than labor 
performed by members of the family of a farmer-operated enterprise ;”. 

(e) Section 13 (a) of such Act is further amended by striking out clause (10) 
thereof. 

(f) Section 13 of such Act is further amended by appropriate renumbering of 
its various clauses. 

(g) Subsection (b) of section 13 of such Act is amended by striking out 
clauses (4) and (5) thereof. 

(h) Subsection (c) of section 13 of such Act is amended to read as follows: 

“(c) The provisions of this section shall not apply with respect to any em- 
ployee employed in agriculture who is exempt under subsection (a) of this 
section, if such employee is employed outside of school hours for the school dis- 
trict where such employee is living while so employed, or to any employee | 
employed as an actor or performer in motion pictures or theatrical productions, | 
or in radio or television productions.” 


EFFECTIVE DATE 


Sec. 10. This Act shall take effect upon the expiration of ninety days from the 
date of its enactment. 
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[S. 1418, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, with respect to 
handling of agricultural commodities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (f) of section 3 is 
amended by inserting a comma in lieu of the period at the end thereof and adding 
the following: 

“(f) ‘Agriculture’ includes farming in all its branches and among other things 
includes the cultivation and tillage of the soil, dairying, the production, cultiva- 
tion, growing and harvesting of any agricultural or horticultural commodities 
(including commodities defined as agricultural commodities in section 15 (g) of 
the Agricultural Marketing Act, as amended), the raising of livestock, bees, fur- 
bearing animals, or poultry, and any practices (including any forestry or ]um- 
bering operations), performed by a farmer or on a farm as an incident to or in 
conjunction with such farming operations, including preparation for market, 
delivery to storage or to market or to carriers for transportation to market, 
handling, packing, storing, cleaning, dressing, eviscerating, extracting, grading, 
ginning, compressing, pasteurizing, curing, fermenting, drying, canning, cooling, 
or freezing of any agricultural or horticultural commodity, including livestock, 
poultry, bees, and fur-bearing animals, or the making of cheese, butter, dairy 
or similar products, whether or not such practices are ordinarily performed by 
farmers or on farms.” 

(b) Section 3 is amended by adding at the end thereof a new subsection (p), 
as follows: 

“(p) ‘The area of production’ of any agricultural or horticultural commodity, 
including livestock and poultry, includes all of each county in which such ¢om- 
modity is produced in commercial quantities, except that it shall not include 
the corporate limits of a city or municipality having a population in excess of 
two hundred and fifty thousand as reported in the 1950 census,” 

(c) Section 7 (c) is amended by adding at the end thereof the following new 
sentence: “For the purpose of this subsection (c) the term ‘first processing’ shall 
include all operations prior to, including, and through the completion of such 
first processing, whether performed at the same or different times, or in one or 
more places or by one or more employers.” 

(d) Subsection (a) of section 13 is amended by striking out paragraph (10) 
and inserting in lieu thereof the following new paragraph (10): 

“(10) The employees of an employer who is engaged within the area of pro- 
duction in the preparation for market or handling of any agricultural or horti- 
cultural commodity, including livestock and poultry, and including but not lim- 
ited to the handling, packing, storing, cleaning, dressing, eviscerating, extracting, 
grading, ginning, compressing, pasteurizing, curing, drying, fermenting, canning, 
cooling, or freezing any such commodity, or the making of cheese, butter, dairy 
or similar products; or.” 


{S. 1508, 85th Cong., 1st sess.] 


A BILL To amend section 18 of the Fair Labor Standards Act of 1938, as amended, to 
permit State and Territories to exercise exclusive regulatory authority in certain 
circumstances 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 18 of the Fair Labor Standards 
Act of 1938, as amended, is amended by inserting in such section, between the 
first and second sentence thereof, the following: “The Secretary of Labor, when- 
ever he shall find that any State is carrying out the policy of this Act with 
respect to the employees therein in any industry (other than mining, manu- 
facturing, communications, and transportation except where predominantly 
local in character) by providing under State law (at rates and under standards 
consistent with the rates and standards established by this Act) minimum 
wage, overtime pay, and child-labor protection for such employees which is in 
substantial accord with that provided in this Act, may by agreement with t' e 
appropriate officials of such State exempt such employees from the application 
of this Act under such conditions as he may find necessary to assure their con- 
tinued protection under the law of such State in accord with the policy of 
this Act.” 


89646—57 
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[S. 1505, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to restrict its appli- 
cation in certain overseas areas, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Fair Labor Standards Act of 1938, 
as amended, is further amended as follows: 

(1) Section 6 of such Act is amended by striking out the period at the end 
of paragraph (3) in subsection (a), and inserting in lieu thereof a semicolon 
and the following new paragraph: 

“(4) if such employee is employed in Guam, the Canal Zone, or Wake 
Island, not less than the applicable rate established by the Secretary of 
Labor in accordance with recommendations of a special industry committee 
or committees which he shall appoint in the same manner and pursuant 
to the same provisions as are now applicable to the special industry com- 
mittees provided for Puerto Rico and the Virgin Islands by this Act. Each 
such committee shall have the same powers and duties and shall apply the 
same standards and procedures with respect to the application of the pro- 
visions of this Act to employees employed in Guam, the Canal Zone, or 
Wake Island as provided by section 5 and section 8 of this Act for Puerto 
Rico and the Virgin Islands: Provided, That in the case of a special industry 
committee or committees appointed to determine wage rates for Guam, the 
Canal Zone, or Wake Island, the findings and recommendations of each 
such committee shall be subject to review and approval by the Secretary, 
other provisions of this Act notwithstanding: Provided further, That prior 
to taking final action on the recommendations of the industry committees, 
the Secretary shall give interested parties notice of such recommendations 
and an opportunity to present any matter relevant to the proposed wage 
determinations: And provided further, That the Secretary may not disap- 
prove the recommendations of an industry committee unless he finds that 
such recommendations are not in accordance with law, are not supported 
by the evidence of record, or, taking into consideration the same factors as 
are required to be considered by the industry committee, will not carry out 
the purposes of this Act as applied to Guam, the Canal Zone, or Wake 
Island. If the Secretary disapproves the recommendations of a committee, 
he shall promptly refer the matter to the committee which made them, or 
to another industry committee for such industry (which he may appoint 
for such purpose) for further consideration and recommendations.” 

(2) Section 13 of such Act is amended by adding at the end thereof the fol- 
lowing new subsections (f) and (g): 

“(f) The provisions of section 7 and section 12 shall not apply with respect 
to employees for whom the Secretary of Labor is authorized to establish mini- 
mum wage rates as provided in section 6 (a) (4), except with respect to em- 
ployees for whom such rates are in effect; and with respect to such employees 
the Secretary may make rules and regulations providing reasonable limitations 
and allowing reasonable variations, tolerances, and exemptions to and from 
any or all of the provisions of section 7 or section 12 if he shall find, after a 
public hearing on the matter, and taking into account the factors set forth in 
section 6 (a) (4), that economic conditions warrant such action. 

“(g) The provisions of sections 6, 7, 11, and 12 shall not apply with respect 
to any employee whose services during the workweek are performed in a work- 
place within a foreign country or within territory under the jurisdiction of 
the United States other than the following: a State of the United States; the 
District of Columbia; Alaska; Hawaii; Puerto Rico; the Virgin Islands; outer 
Continental Shelf lands defined in the Outer Continental Shelf Lands Act (chap- 
ter 345, 67 Stat. 462); American Samoa; Guam, Wake Island and the Canal 
Zone.” 

(3) Section 16 (d) of such Act is amended to read as follows: 

“(d) In any action or proceeding commenced prior to, on, or after the date 
of enactment of this subsection, no employer shall be subject to any liability or 
punishment under this Act or the Portal-to-Portal Act of 1947 on account of his 
failure to comply with any provision or provisions of such Acts with respect to 
work performed in a workplace to which the exemption in section 13 (g) is ap- 
plicable, or with respect to work performed in a possession or territory under 
United States jurisdiction named in sections 6 (a) (3) and 6 (a) (4) at any 
time prior to the establishment by the Secretary, as provided therein, of a 
minimum wage rate applicable to such work.” 


OREO R HT, 


pa 








oa emew 


REE EEE orm 


MINIMUM WAGE PROTECTION 15 


(4) In section 17 of such Act, strike the word “and” after the words “Canal 
Zone’, and insert the words “and the District Court of Guam” after the words 
“Virgin Islands’. 


[S. 1512, 85th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act by clarifying the definition of ‘‘employee”’, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 203 (e) of title 29, United States 
Code, be amended by inserting before the period at the end thereof the following, 
“but such term does not include (1) any individual who, under the usual 
common-law rules applicable in determining the employer-employee relation- 
ship, has the status of an independent contractor, or (2) any individual who is 
not an employee under such common-law rules”, 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, February 23, 1957. 
The Honorable Lister HIxt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Deak SENATOR Hitt: This is with further reference to your request for my 
comments on 8S. 1135, a bill “To amend the Fair Labor Standards Act of 1938, 
as amended, to provide coverage for employees of large retail establishments 
whose activities affect interstate commerce, and for other purposes.” 

Under the provisions of S. 1135, the general coverage of the act would be 
extended to include every employer who is engaged “in any activity affecting 
commerce” and who has one of more retail establishments with a total annual 
volume of sales of more than $500,000. Further, the scope of the exemption 
for employees of certain retail establishments would be reduced and the exemp- 
tion for employees employed in a local retailing capacity would be deleted. 

This administration strongly favors bringing substantial numbers of workers, 
now excluded from the protection of a minimum wage, under its coverage. In 
each of the past 3 years, the President has called the attention of Congress 
to the importance of extending minimum wage protection to many additional 
workers. The Department of Labor is prepared to offer specific proposals to 
carry out the recommendation of the President when a subcommittee of the 
Committee on Labor and Public Welfare begins hearing on February 25, 1957. 

In my opinion, S. 1135 is objectionable in at least two important respects. 
First, it represents a piecemeal approach to the problem of extending the 
coverage of the act in that it would apply only to employees in retail establish- 
ments. Secondly, with respect to these retail establishments, the coverage 
proposal to extend the act throughout the field of activities “affecting” commerce 
goes too far. Approaching, as it does, the outer limits of Federal power, its 
adoption would result in the sudden expansion of coverage into many new areas 
of employment in the retail trade that are uncertain in their scope and are 
neither adequately defined in the bill nor susceptible of reasonable precise 
definition. 

The concept of coverage proposed in S. 1135 is similar to that adopted in the 
Labor-Management Relations Act. However, there is so much dissimilarity 
between the Fair Labor Standards Act and the Labor-Management Relations 
re as to make it impracticable and inadvisable to extend coverage on the same 

asis. 

As a technical matter, I would like to point out that section 6 of the proposed 
legislation is defective in that it refers (in line 9 of page 4) to “one or more 
establishments” rather than “one or more retail establishments.” 

For the above reasons, I am opposed to the enactment of S. 1135. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P, MITCHELL, 
Secretary of Labor. 


S. 1159 is identical with S. 1135, see p. 18.) 
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DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, February 25, 1957. 
The Honorable Lister Hi11, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear SENATOR Hirx: This is in further reply to your request for my comments 
on §. 1160, a bill “To amend the Fair Labor Standards Act of 1938, as amended, 
to exempt homeworkers in rural areas from the minimum wage and maximum 
hours provisions of that act in certain cases.” 

The proposed bill would amend section 13 of the Fair Labor Standards Act 
by providing an exemption for rural homeworkers who are not subject to 
supervision and control and who buy the raw materials on which they work, 
even though the articles are made according to the specifications and require- 
ments of a single purchaser. 

It may appear initially that the proposed bill would merely exclude bona fide 
independent contractors from the provisions of the act. However, all such 
contractors are presently excluded and, in effect, the consequence of the bill 
would be to remove workers who are clearly employees. 

The purchase of supplies by a homeworker is one of the devices that have 
been adopted by certain employers in an attempt to change the legal status of 
the homeworker from that of an employee to that of an independent contractor. 
The homeworker continues under such a scheme, however, to perform the same 
work to the same specifications, using the same material, and the net price 
which he receives still consists only of payment for his labor. The worker 
makes no attempt to market his wares to the highest bidder; the scope of his 
authority to exercise independent judgment is sharply limited; he has no mana- 
gerial functions, derives no profit from sound management and the services he 
furnishes are an integral part of his employer’s business. Under these conditions 
the basic criteria of the employer-employee relationship still exist. 

The proposed bill would seriously reduce the effectiveness of the act in the 
very industries in which wage rates have been consistently substandard. Home- 
workers in rural areas receive the lowest rates of pay of all workers. They are 
generally not protected by State labor legislation and the pay they receive for 
their labor sometimes reaches the extremely low figure of 25 cents an hour. 

For the above reasons, I am opposed to the enactment of S. 1160. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, March 5, 1957. 
Hon. LisTer HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

DrAr Senator Hitt: This is in reply to the recent request by your committee 
for my views on 8. 1178, a bill to amend section 213 (52 Stat. 1067, as amended 
by 53 Stat. 1266) of title 29 of the United States Code, the same being a section 
of the Fair Labor Standards Act of 1938, as amended, so as to eliminate the 
exemption of small telephone exchanges from the overtime and minimum wage 
provisions of the Fair Labor Standards Act. 

This bill would eliminate the exemption contained in section 13 (a) (11) of 
the act for switchboard operators employed in telephone exchanges having not 
more than 750 stations. This exemption was placed in the act in 1939 and ori- 
ginally applied to exchanges with not more than 500 stations. In 1949, the 
Congress, faced with conflicting recommendations to raise the maximum number 
of stations to 1,000 on the one hand and to eliminate the exemption entirely on 
the other, increased the maximum to 750. It is estimated that repeal of the 
exemption at this time would extend the minimum wage and overtime provisions 
of the act to an additional 43,000 employees. 

The legislative history of this exemption indicates that when this exemption 
was added to the act in 1939, Congress had in mind those small independent tele- 
phone companies which are financially unable to bear the cost of complying 
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with the act. The language of the exemption, however, does not limit its appli- 
eation to the small companies for whose benefit it was originally intended: By 
applying the exemption on the basis of the number of stations in an individual 
exchange rather than on a company basis, its scope covers many situations 
where the exemption is clearly not needed. 

In testifying on February 25, 1957 before the Subcommittee on Labor, I recom- 
mended that employers of 100 or more workers be excluded from this and certain 
other minimum wage exemptions. Under this recommendation, section 13 (a) 
(11) would continue to exempt the small independent telephone companies but 
the employees of the larger enterprises would have minimum wage protection. 

As I pointed out in my testimony, application of the overtime provisions to 
many of the enterprises which would be covered by my recommendations presents 
peculiar and serious problems. However, in light of the special circumstances 
involved, the committee may wish to give particular attention to the overtime 
problem in this case. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sineerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


DEPARTMENT OF LABOR, 
OFrFIceE OF THE SECRETARY, 


Washington, March 2, 1957. 
Hon. Lister HILt, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear SENATOR HILL: This is with further reference to your request for my 
comments on 8. 1267, a bill “To amend the Fair Labor Standards Act of 1938, 
as amended, to provide coverage for employees of employers who are engaged 
in activities affecting interstate commerce, to eliminate certain exemptions, and 
for other purposes.” 

Under the provisions of S. 1267, the general coverage of the act would be ex- 
tended to include every employer who is engaged in any activity affecting com- 
merce, and the number and scope of specific exemptions would be reduced. 

This administration strongly favors bringing substantial numbers of workers, 
now excluded from the protection of a minimum wage, under its coverage. In 
each of the past 3 years, the President has called the attention of Congress to 
the importance of extending minimum wage protection to many additional work- 
ers. On February 25, 1957, I offered specific proposals to the Subcommittee on 
Labor of the Senate Committee on Labor and Public Welfare to carry out the 
President’s recommendations, 

I would like to point out that, in my opinion, the coverage proposal contained 
in S. 1267 to extend the act throughout the field of activities affecting commerce 
goes too far. Approaching, as it does, the outer limits of Federal power, its 
adoption would result in the sudden expansion of coverage into many new areas 
of employment that are uncertain in their scope and are neither adequately de- 
fined in the bill nor susceptible of reasonably precise definition. 

The concept of coverage proposed in S. 1267 is similar to that adopted in the 
Labor-Management Relations Act. However, there is so much dissimilarity be- 
tween the Fair Labor Standards Act and the Labor-Management Relations Act 
as to make it impracticable and inadvisble to extend coverge on the sme basis. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


DEFARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, March 5, 1957. 
Hon. Lister Hm, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D.C. 
Dear Senator Hii: This is with further reference to your request for my 
comments on S. 1273, a bill to amend the Fair Labor Standards Act of 1938, as 
amended, to provide coverage for employees of employers in the food industries 
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who are engaged in activities affecting interstate commerce, to eliminate certain 
exemptions, and for other purposes. 

Under the provisions of S. 1273, the general coverage of the act would be 
extended to include every employer who is engaged in any activity affecting com- 
merce, and the number and scope of specific exemptions would be reduced. 

I strongly favor bringing substantial numbers of workers, now excluded from 
the protection of a minimum wage, under its coverage. However, in my opinion, 
the coverage proposal contained in S. 1273 to extend the act throughout the 
field of activities “affecting” commerce goes too far. Approaching as it does the 
outer limits of Federal power, its adoption would result in the sudden expansion 
of coverage into many new areas of employment that are uncertain in their scope 
and are neither adequately defined in the bill nor susceptible of reasonably precise 
definitions. 

The broad language of this bill would substitute for more clearly defined lines 
of coverage, a criterion which could in many situations require court determi- 
nations of the law’s application in areas where the boundaries of constitutional 
power under the commerce clause remain undefined. I cannot agree that so 
nebulous a guide to coverage would meet the standards of adequacy and prac- 
ticability which are desirable in a statute applying, as this one does, to an 
infinite variety of diverse and complicated situations affecting employers and em- 
ployees in every segment of American industry. 

On February 25, 1957, I offered specific proposals to the Subcommittee on Labor 
of the Senate Committee on Labor and Public Welfare to carry out the President’s 
recommendation that the minimum wage protection be extended to many addi- 
tional workers. Adoption of these proposals would add substantially to the 
present coverage of the act without curtailing employment or earning power. I 
strongly urge approval of legislation embodying these proposals rather than those 
contained in S. 1273. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, March 7, 1957. 
Hon. Lister HIL1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D.C. 


Dear SENATOR Hitt: This is in further response to your request of February 
19,1957, for a report on S. 1159, a bill to amend the Fair Labor Standards Act of 
1938, as amended, to provide coverage for employees of large retail establishments 
whose activities affect interstate commerce, and for other purposes. 

There was recently sent to you a report, dated February 23, 1957, on S. 1135, 
an identical bill with 8.1159. I would appreciate your considering that report as 
indicating the Department’s position on S. 1159. 

Sincerely yours, 
JAMES T. O’CONNELL, 
Acting Secretary of Labor. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 25, 1957. 
Hon. Lister Hi, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Senator Hirt: This is in further reply to your recent request for my 
comments on §S. 1418, a bill “To amend the Fair Labor Standards Act of 1938, 
as amended, with respect to handling of agricultural commodities, and for other 
purposes.” 

The bill would amend sections 3 (f), 7 (c), and 13 (a) (10) of the act and 
would add a new subsection to section 3 defining the term “area of production.” 

The amendment of section 3 (f) would add many practices to the existing list 
of named practices which qualify as agriculture. Though not specificaly enu- 
merated in the present definition of agriculture, these added practices may never- 
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theless presently qualify where they satisfy the requirements of “being per- 
formed by a farmer or on a farm as an incident to or in conjunction with such 
farming operations.” Under the terms of S. 1418, these identical requirements 
would continue to apply with the modification that whether the practice is 
ordinarily performed by farmers or on farms would no longer be material in 
determining whether it is incidental to farming. 

The bill would also take from the Secretary of Labor the authority to define 
“area of production” as used in the section 13 (a) (10) exemption and sub- 
stitute a very broad and inclusive statutory definition of the term. The scope 
of the 18 (a) (10) exemption would be further enlarged by including additional 
operations when performed within the “area of production,” and by applying 
the exemption on an employer instead of an employee basis. 

The partial overtime exemption contained in section 7 (c) of the act would 
be broadened by defining “first processing” to include all preliminary operations 
and all operations through completion of first processing without regard to the 
time or place of performance or the number of employees involved. 

I am strongly opposed to enactment of S. 1418. This will would extend the 
agriculture and related exemptions to include nearly 1 million additional 
employees. It would extend the scope of the section 138 (a) (6) exemption, 
already the most far-reaching exemption in the act, to even additional industrial 
occupations. The proposed amendment to section 13 (a) (10) would greatly 
increase the number of exempt practices by including all handling and processing 
activities in connection with horticultural and agricultural products, including 
such industrial operations as meat packing and poultry processing. 

Defining the “area of production” as the county in which the commodity is 
produced in commercial quantities and excluding only cities having a population 
in excess of 250,000 would exempt virtually all employees in some industries. 
For example, only 7 percent of the employees of wholesale assemblers of farm 
products are employed in cities of this size. Furthermore, studies made by 
the Wage and Hour and Public Contracts Divisions show that agricultural and 
horticultural commodities, including those enumerated in the proposed 13 (a) 
(10) amendment, are raised in almost every county in the United States. 
Poultry is raised in all but 4, dairy products in all but 8. 

With regard to the proposed amendment to section 7 (c), I consider the elim- 
ination of the time and place concept in determining what constitutes “first 
processing” an unwarranted extension of this exemption. 

I can see no valid reason for further extension of the agriculture and related 
exemptions contained in the act. The present provisions of the act already 
grant a comprehensive exemption not only for bona fide agricultural activities 
but to an extensive list of highly industrialized operations. Further expan- 
sion in this area is incompatible with the basic purpose of the act and is incon- 
sistent with the recommendation of President Eisenhower that coverage of the 
act be extended. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


(Report on S. 1503 appears on p. 924. Reports on S. 1505 appear 
on pp. 875, 879.) 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., March 25, 1957. 
Hon. Lister Hirt, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Senator Hiri: This is in further reply to your request for my views on 
8. 1512, a bill “To amend the Fair Labor Standards Act by clarifying the defini- 
tion of ‘employee’, and for other purposes.” 

The bill would amend section 3 (e) of the Fair Labor Standards Act of 1938 
by providing that the term “employee”, as used in the act, would not include “any 
individual who under the usual common-law rules in determining the employer- 
employee relationship, has the status of an independent contractor” or “any indi- 
vidual who is not an employee under the common-rule rules.” 

Under the Fair Labor Standards Act, the existence of an employment relation- 
ship is an essential prerequisite to the application of the most important pro- 
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visions of the act, particularly the minimum wage, overtime and child labor 
provisions. The present definition of “employee” in section 3 (e) has permitted 
the courts generally to give an interpretation to the term which is consistent 
with the broad social and remedial purposes of the act. A more restrictive defi- 
nition of this term would be in direct conflict with its basic philosophy and ad- 
versely affect the economic well-being of many workers. 

Section 2 (a) (3) of the act declares that substandard labor conditions consti- 
tute “an unfair method of competition in commerce.” An essential requisite to 
the effective establishment of any basic standard is uniformity of application to 
prevent persons with lowest standards from underbidding their competitors. The 
broad definition in section 3 (g) of the term employ—‘“to suffer or permit to 
work’’— appears to have been deliberately directed to this end. The competitive 
effect of an article produced by an independent contractor-worker is no different 
from that produced by any other worker. See Rutherford Food Corp. v. McComb 
(381 U. S. 722); Walling v. Garlock Packing Co. (159 F. 2d 44, 46), certiorari 
denied, 331 U. S. 820. 

The words “suffer or permit to work” were plainly designed to comprehend 
every worker who “follows the usual path of an employee, [and] putting on an 
‘independent contractor’ label does not take the worker from the protection of the 
act.” See Rutherford Food Corp. v. McComb (381 U. S. 722, 729). This statutory 
language was not new, and was not adopted without knowledge on the part of 
the legislators of its broad scope. It was taken verbatim from child labor Stat- 
utes in force in numerous States and from the proposed uniform child labor 
law. (At the time of enactment of the Fair Labor Standards Act, the phrase 
“employed, permitted or suffered to work” was contained in the child labor 
statutes of 32 States and the District of Columbia. ) 

The present definitions of “employ” and “employee” have permitted the appli- 
cation of the act to many so-called independent contractual relationships, part- 
nerships and agency, leasing and commission arrangements which were in fact 
spurious and established after passage of the act merely to conceal the existence 
of a real employer-employee relationship. Most of these cases involved indus- 
tries in which homeworkers were used and the lowest wages and working condi- 
tions prevailed, including the deliberate employment of child labor. The courts, 
pursuant to the present definition in section 3 (e), have looked behind such 
devices and permitted the application of the act. On the other hand, where the 
independent contractor relationship was bona fide, the courts have sustained the 
existence of such relationship and held the act to be inapplicable. 

I believe that the proposed amendment would materially reduce the act’s cover- 
age of workers in industries in which the wage rates are lowest and in which 
the maintenance of proper labor standards often depends to a great extent upon 
protective legislation. This would be especially true with respect to unorganized 
workers who may be required, as a condition of continued employment, to lend 
themselves to agreements which, under common-law rules, would establish inde- 
mnaent contractor, lessee, or similar relationships and thus avoid the application 
of the act. 

For the reasons outlined above, I strongly oppose the enactment of S. 1512. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES T. O’CoNNELL, 
Under Secretary of Labor. 


(See also letter from Senator Capehart proposing an amendment 
to S. 1512 and the departmental report thereon, p. 936 of the appen- 


dix. ) 


Senator Kennepy. It is my hope that this committee and the Con- 
gress will take effective action during the current session to extend 
the protection of the minimum wage laws to the millions of employees 
now denied that assurance for decent wages for their labors. ' 

Nearly two-thirds of the more than 65 million people working in 
this country are not covered by the Fair Labor Standards Act at the 
present time. Of these as many as 10 million could be covered within 
reasonable limits of constitutional law and inasmuch as these em- 
ployees are the least organized and the most poorly paid it is Con- 
gess’ special responsibility to look out for their interest. And I am 
hopeful that within the limits of economic practicability and the 
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economic situation of the country we will fulfill that responsibility 
this year. 

We are honored to have as our first witness this morning the Hon- 
orable James P. Mitchell, Secretary of Labor, whom we have invited 
to present the administration’s recommendations for legislation, in- 
cluding suggested language, on the extension of coverage of minimum 
wage protection under the Fair Labor Standards Act. 

We are happy to note that accompanying the Secretary is the Hon- 
orable Newell Brown, Administrator, Wage and Hour and Public Con- 
tracts Division of the Department of Labor. 

Before asking Secretary Mitchell to begin his testimony, I will 
place in the record a copy of a telegram which I sent him on F ebruary 


14, inviting him to appear and a copy of his letter of acceptance, dated 
February 18. 
(The telegram and letter are as follows:) 
FRBRUARY 14, 1957. 
Hon, JaAMeEs P. MITCHELL, 
Secretary of Labor, Department of Labor, 
Washington, D. C.: 

The Subcommittee on Labor will begin hearings on proposals to extend cover- 
age of minimum wage protection under the Fair Labor Standards Act on Mon- 
day, February 25, 1957, so as to complete the testimony taken by the subcom- 
mittee on this subject during the 84th Congress. You are invited to be the first 
witness and to present the administration’s recommendations for legislation, in- 
cluding suggested language, on this subject at the opening hearing at 10 a. m., 
February 25, in the old Supreme Court chamber, room P-63, the Capitol, and 
to bring with you such other officials of the Department of Labor as you deem 
desirable. 

With kind regards, 
Senator JoHn F, KENNepy, 
Chairman, Subcommittee on Labor, Committee on 
Labor and Public Welfare. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, February 18, 1957. 
Hon. Jonn F. KeNNEpY, 
Chairman, Subcommittee on Labor of the 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR KENNEDY: This is in reply to your telegram of February 14, 
1957, with respect to the subcommittee’s hearings on proposals to extend the 
coverage of the Fair Labor Standards Act. 

I shall be pleased to accept your invitation to appear before the subcommittee 
at 10a. m., February 25 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR; 
ACCOMPANIED BY NEWELL BROWN, ADMINISTRATOR, AND 
HARRY S. KANTOR, ASSISTANT ADMINISTRATOR, WAGE AND 


HOUR AND PUBLIC CONTRACTS DIVISION, DEPARTMENT OF 
LABOR 


Secretary Mrrcnrett. Mr. Chairman and members of the subcom- 
mittee, I have a very brief statement which I'd like to read. 

I appreciate this opportunity to present the administration’s rec- 
ommendations with respect to extending the coverage of the Fair 
Labor Standards Act. 








22 MINIMUM WAGE PROTECTION 


‘Two years ago, as some of you may recall, I appeared before this 
committee and dealt with many aspects of this act. My present rec- 
ommendations are consistent with the proposals then made to expand 
the coverage of the act to enterprises which are substantially engaged 
in interstate commerce. 

This administration is vitally interested in bringing the protection 
of the act to many additional workers who do not now have it but who 
could properly and practicably be brought within the act’s protection. 

I shall not comment specifically with respect to the various bills be- 
fore you because the Department is furnishing the committee with de- 
tailed comments and analyses of most of them. 

I will refer to one proposal in them to extend coverage throughout 
the field of “activities affecting commerce” because the views I will 
express on this are the basis of the recommendation I am putting be- 
fore you. 

The proposals in these bills would cover an employee if he is em- 
ployed “in or about or in connection with” any enterprise in which 
his employer engaged in “any activity affecting commerce.” 

In addition, they would define “activity affecting commerce” to in- 
clude, among other things, any activity “competing with any activity 
in commerce.” 

So far as I know, this is broader than any language ever used by 
the Congress for application of the commerce clause of the Constitu- 
tion. 

Under the Fair Labor Standards Act, the line of coverage must be 
drawn as precisely and definitely as it can be so that employers and 
employees may understand its application from the facts that they 
know. Wages have to be paid each pay period, and if the law applies, 
it must be complied with at that time. 

For this reason the current proposals to include new and indefi- 
nitely elastic boundaries in the act’s definitions of interstate com- 
merce do not appear to be practicable. 

Of more critical importance, to my mind, is the fact that these pro- 
posals would in effect obliterate any distinction under this law be- 
tween interstate and intrastate commerce. 

Uncertain or otherwise to start, in practical application the law 
would go on to cover virtually all enterprises and employees every- 
where. Only the specifically exempt would not be required to comply. 
This is not my concept of the proper application of the commerce 
power in this field. 

This administration does not propose to extend this act to the mil- 
lions of small, local businesses. To do this would place a burden on 
these businesses and might seriously curtain employment of the many 
employees who depend on the survival and growth of these businesses 
for their livelihood. 

Further, it would raise grave questions as to the appropriateness of 
such action by the Government under Federal law. 

Within the area in which Federal action in establishing and main- 
taining effective minimum wage standards is clearly appropriate, we 
believe action should be taken promptly. 

The President on a number of occasions has called to the attention 
of the Congress the importance of bringing additional workers within 
the protection of the minimum wage. Again this year the President 
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called the attention of the Congress to the importance of such action. 

To assist the Congress in its study of this complex problem, the 
Department furnished to this subcommittee in the last Congress some 
50 documents, studies, and surveys, totaling some 1,500 pages. 

The Department is now undertaking a survey of wages in the re- 
tailing field, with funds that the Congress has provided for that pur- 
pose. The Department has wanted to do this for a long time. 

I would like to propose areas where coverage of the minimum wage 
can and should be extended. 

In making these recommendations, I want to emphasize that the 
gains we are seeking cannot be achieved by any measure which would 
cause injury to the employers and employees in the small businesses 
of America. 

We must not lose sight of the fact that the practicability of action 
for improving minimum wage standards and the avoidance of action 
which would curtail employment or earning power are among the 
primary objectives of this act, as reflected in its explicit provisions. 

I recommend that the act be amended to bring within the protec- 
tion of a minimum wage employees now excluded who work in busi- 
ness enterprises that are substantially engaged in interstate commerce. 

Their operation depends on substantial and continuing engagement 
in interstate commerce, and such enterprises are an integral and essen- 
tial part of the interstate commerce of the Nation. 

Such larger business enterprises are now within the meaning of 
“interstate commerce” as this term is applied to employees under 
the act. 

It is in such enterprises, as I indicated in my testimony during the 
84th Congress, that protection under the Federal law is clearly needed. 

Specifically, I recommend the following amendments to the act: 

(1) An amendment to include in the interstate commerce coverage 
of the law employees who are engaged in the activities of any business 
enterprise in which (a) the total annual value of incoming merchan- 
dise, materials, or supplies moving directly across State lines to its 
place or places of business is $1 million or more, and (6) 100 or more 
employees are employed by the employer. 

(2) Amendments to exclude from certain minimum wage exemp- 
tions contained in the present act employers of 100 or more workers, 
so as to insure the protection of a minimum wage to employees of these 
large employers who come within the interstate commerce coverage of 
the act either under the present language of the law or under the 
amendments I am recommending. 

Adoption of these recommendations, I believe, would add substan- 
tially to the present coverage of the act. Although no change in exist- 
ing exemptions from the overtime provisions is proposed, the amend- 
ments I recommend would extend minimum wage protection to many 
additional workers, and no employee who is now protected by the law 
would lose any protection. 

This proposal would not bring any small, local business within the 
law. Yet it would extend minimum wage protection to about 214 mil- 
lion additional workers, employed by some 3,000 enterprises. 

These workers are employed in a variety of enterprises, including 
retailing, construction, transportation, and communications. 
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The largest group of employees, about 2 million, are employed by 
some 2,200 enterprises engaged in retail trade, according to our pres- 
ent estimates. 

These are large chainstore organizations and giant single-unit de- 
partment stores and other large retail establishments. About 150,000 
other employees of these enterprises, those employed in central offices 
and warehouses, are already protected by the act. 

In addition, it is estimated that the proposal would extend protec- 
tion to 65,000 employees of metropolitan transit systems; 15,000 tele- 
phone employees; 90,000 seamen; 50,000 employees of the Nation’s 
largest hotel systems; 30,000 employees of large taxicab companies, 
and some 200,000 employees in about 100 construction enterprises in- 
volving activities in many States. 

All employees in the enterprises brought under the act’s coverage 
by my proposal would get the protection of the minimum wage. Each 
such enterprise is substantially engaged in interstate commerce, 
whether it operates on one State or has branches in several. 

Many of these enterprises now have some employees within the pro- 
tection of the minimum wage. This protection would now be equal- 
ized for all their employees. 

This proposal would not bring within coverage an individually 
owned and controlled establishment merely because it ope1 rates under 
a franchise from, or has contractual relations with, an enterprise that 
is covered. 

Because of the special position of executive, administrative, profes- 
sional, and outside sales employees, this proposal does not contemplate 
any change in the status of these employees under the law. 

Also, because of the special circumstances of agriculture, and the 
industries engaged in the handling and processing of agricultural 
products, and fishing, I am not proposing any change in the omen 
tions now provided for employees of these industries “under the act. 

The recommendation applies only to extending the scope of the 
minimum wage. It would not change existing exemptions from the 
overtime provision of the act. 

For many of the enterprises which would be covered under my rec- 

ommendation the application of the overtime provision to their em- 
»loyees presents peculiar and serious problems. The adjustment to 
both the minimum wage and the 40-hour week would be very difficult 
for many enterprises. “( Yonsequently, applying the overtime provision 
in this field requires very careful consider ‘ation. 

I urge that these amendments which I have outlined be enacted. 

We have here at your request legislative language to implement these 
recommendations, Mr. Newell Brown, the W age and Hour Adminis- 
trator, and his assistant, Mr. Harry Kantor, are here with me to give 
the committee the benefit of their technical knowledge of the act. 

That completes my statement, sir. 

Senator Krennepy. Mr. Secretary, were you pli ning to have Mr, 
Brown testify now or is he just available for questions ? 

Secretary Mrrcuxtn. At your pleasure, sir. 

Senator Kennepy. He has language ? 

Secretary MircHett. We have language prepared; yes, sir. 

Senator Kennepy. Would it be Smntie ior the subcommittee to 
have a copy of that language? 
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Secretary Mircue.y. I believe we have copies. I have one copy 
here myself, Mr. Chairman. 

Senator Kennepy. Has any legislation been introduced in the 
Senate which would carry out these changes? 

Secretary Mrrcneti. No; not as yet, sir. This language is, as I 
said, legislative language. We would be very glad to submit it 
immediately after this hearing, this testimony, I am sorry we don’t 
have copies for the committee. 

(The legislative proposal of Secretary Mitchell and an explanatory 
memorandum with a section-by-section analysis follow :) 


DEPARTMENT OF LABOR, 
WAGE AND Hour AND PUBLIC CONTRACTS DIVISION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., February 25, 1957. 
Hon. JoHn F. KENNEpy, 
Chairman, Subcommittee on Labor, Committee on Labor and Public Wel- 
fare, United States Senate, Washington, D.C. 


DEAR SENATOR KENNEDY: AS promised by Secretary Mitchell this morning, there 
is enclosed technical amendatory language which would carry out the recom- 
mendations made in his testimony for extending coverage under the Fair Labor 
Standards Act. 

Sincerely yours, 
NEWELL Brown, Administrator. 


TECHNICAL AMENDATORY LANGUAGE SuGGESTED To Carry OUT THE RECOMMENDA- 
TIONS OF SECRETARY OF LABOR JAMES P. MITCHELL FOR EXTENDING THE COVERAGE 
OF THE Farr LABor STANDARDS ACT OF 19388 


The following language, if incorporated in a bill enacted to amend the Fair 
Labor Standards Act of 1938, as amended, would extend the protections of the 
act to additional workers as recommended by the Secretary of Labor: 

Sec. —. Section 3 (m) of the Fair Labor Standards Act of 1938, as amended, 
is amended to read as follows: 

“(m) ‘Wage paid to any employee includes the value of tips and the resonable 
cost, as determined by the Secretary, to the employer of furnishing such employee 
with board, lodging, or other facilities (if such board, lodging, or other facilities 
are customarily furnished by such employer to his employees) : Provided, That 
the Secretary is authorized to determine the fair value of such facilities and tips 
for defined classes of employees and in defined areas, based on average cost to the 
employer or to groups of employers similarly situated, or average value to groups 
of employees, or other appropriate measures of fair value. Such evaluations, 
where applicable and pertinent, shall be used in lieu of actual measure of cost 
in determining the wage paid to any employee.” 

Sec. —. Section 3 of such act is further amended by adding at the end thereof 
the following: 

“(p) ‘American vessel’ includes any vessel which is defined as a ‘vessel of the 
United States’ in title 18, United States Code, section 9, or which is documented 
or numbered under the laws of the United States. 
sath ‘Secretary’ means the Secretary of Labor, United States Department of 

bor. 

“(r) The terms in sections 6, 7 (a), and 12 (c) describing the employees to 
whom these sections apply shall, without limiting their present application, 
include any employee engaged or employed in the activities of any enterprise 
doing business in commerce to a’substantial extent, in which his employer employs 
100 or more employees. For the purposes of this act— 

“(1) ‘Enterprise doing business in commerce to a substantial extent’ shall 
mean any enterprise that purchases merchandise or receives for use in its current 
operations materials or supplies that move directly across State lines to its 
place or places of business which amount in total annual dollar value to $1 
million or more as measured by the preceding calendar or fiscal year, under regu- 
lations of the Secretary. 

“(2) ‘Enterprise’ shall mean the related activities performed (either directly 
or indirectly through unified operation or common control or otherwise} by 
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any person for a common business purpose of providing goods or services, or the 
products thereof, or a combination of them, to others, and shall include all such 
activities whether performed in one or more establishments or by one or more 
corporate or other organizational units. 

“(3) An enterprise in which an employer ‘employs 100 or more employees’ shall 
mean an enterprise in which the employer has an average weekly employment of 
100 or more employees as measured by the last preceding calendar or fiscal year 
under regulations of the Secretary.” 

Sec. —. Section 6 of such act, as amended, is amended by striking out the 
period at the end of paragraph (3) in subsection (a) and inserting in lieu 
thereof a semicolon and the following new paragraph: 

“(4) If such employee is employed as a seaman on an American vessel to whom 
this section applies, not less than the rate which will provide to the employee, for 
the period covered by the wage payment, wages equal to compensation at the 
minimum hourly rate prescribed by paragraph (1) of this subsection for all 
hours during such period when he was actually on duty (not including off-duty 
periods within such period which are provided pursuant to the employment agree- 
ment or periods aboard ship when the employee was not on watch and was not, 
at the direction of a superior officer, either performing other work or standing 
b oe 

. —. The portion of subsection (a) of section 13 of such act which precedes 
the paragraph numbered (1) is amended to read as follows: 

“(a)The provisions of sections 6 and 7 shall not apply (except to the extent 
provided by subsection (e)) with respect to”. 

Sec. —. Section 13 of such act is further amended by adding at the end thereof 
the following new subsection (e) : 

“(e) Nothing contained in subsection (a) shall preclude the application of 
section 6 to any employee engaged in the activities of any enterprise in which an 
employer employs 100 or more employees, if such employee is not (1) an employee 
described in paragraph (6), (7), or (10) of such subsection or in that portion of 
paragraph (5) of such subsection which refers to employees employed in the 
catching, taking, harvesting, cultivating, or farming of aquatic forms of animal 
and vegetable life; or (2) an employee employed in a bona fide executive, 
administrative, professional, or outside sales capacity within the meaning of 
paragraph (1) of such subsection; or (3) an employee employed as a seaman, 
within the meaning of paragraph (14) of such subsection, on a vessel other than 
an American vessel.” 


(Subsequently the following correspondence on the above subject 
between the subcommittee chairman and the Secretary of Labor was 
received for the record :) 

Marcu 9, 1957. 
Hon. JAMES P. MITCHELL, 
Secretary, Department of Labor, 
Washington, D.C. 


My Deak Me. Secretary: On February 25, 1957, you made available to the 
Subcommittee on Labor “technical amendatory language” designed to carry out 
the recommendations discussed in your testimony at that time. 

In your testimony before this subcommittee, you indicated various groups of 
employees to whom the coverage of the minmum-wage provisions of the Fair 
Labor Standards Act of 1938, as amended, would be extended if your proposals 
were adopted. The technical amendatory language which you subsequently sub- 
mitted, however, indicates that there may be other groups of employees who would 
be affected by the adoption of these proposals. 

Inasmuch as the Fair Labor Standards Act of 1938, as amended, is a com- 
plicated statute in which coverage limitations and exemptions are closely inter- 
twined, it would, I believe, be very helpful to the subcommittee if you could make 
available to it an explanatory memorandum analyzing, section by section, the 
various changes in the act which your amendments would make. 

It would also be helpful to the subcommittee, I believe, if you could supply us 
with information as to the number of employees in various industries now exempt 
who would be entitled to receive the minimum wage under your proposed amend- 
ments and the percentage of such employees who now receive less than the mini- 
mum wage, and the number of employees now exempt who would remain exempt 
and the percentage of such employees who now receive less than the minimum 
wage. 
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Inasmuch as the subcommittee expects to begin consideration of proposed legis- 
lation to report to the full committee at an early date, I should appreciate a reply 
as soon as possible. 

Very truly yours, 
JOHN F. KENNEDY, 
Chairman, Subcommittee on Labor. 


MarRcH 22, 1957. 
Hon. Joun F. KENNEDY, 
United States Senate, Washington, D.C. 


Deak SENATOR KENNEDY: This is in reply to your letter of March 9, which 
requested additional information concerning the effect of the administration’s 
proposal to extend the application of the minimum wage under the Fair Labor 
Standards Act, which was presented to the Subcommittee on Labor. 

Attached is an explanatory memorandum analyzing, section by section, the 
changes in the act which this proposal would make. 

Also attached is a table showing estimates, by industry, of the number of 
employees affected by the administration’s proposal, and the approximate number 
of those receiving under $1 an hour. The table also shows the number of 
employees not now subject to the minimum wage, whose status with respect to 
the law would not be changed by this proposal. There are no estimates avail- 
able of the number of workers in this latter group who are now receiving under 
$1 an hour. 

Sincerely yours, 
JAMES P. MITCHELL, Secretary of Labor. 


ADMINISTRATION’S PROPOSAL TO AMEND THE Farr LABOR STANDARD’S ACT 
EFFECT OF PROPOSAL 


The administration’s proposal would apply the minimum wage provisions of 
the act to an estimated 2.5 million additional workers, including employees in 
retailing, construction, metropolitan transit systems, large taxicab companies, 
large hotel systems, the telephone industry, and seafood processing. 

It would not, however, affect any enterprise in these industries employing 
fewer than 100 employees, or bring under the interstate commerce coverage of 
the act any additional employee in any enterprise which receives annually less 
than $1 million of goods directly across State lines. 

The proposal would neither add any new, nor take away any existing, overtime 
exemptions. It would also not affect the present status under the law of the 
following groups of workers: 

(a) Farm workers. 

(b) Irrigation workers. 

(c) Workers handling and preparing farm products. 

(d) Fishermen. 

(e) Learners, apprentices, messengers, and handicapped workers. 

(f) Newsboys. 

(g) Employees of small business concerns. 

(h) Executive, administrative, professional employees. 

(i) Outside salesmen. 

(j) Seamen on foreign vessels. 


HOW THIS WOULD BE ACCOMPLISHED 


An understanding of proposals to amend the Fair Labor Standards Act 
requires that two basic concepts be kept clearly in mind. In order for an em- 
ployee to be entitled to the benefits of the act 

(1) He must be doing work included in the defined “commerce” coverage of 
the act: and 

(2) He must not be excluded by one of the specific exemptions. 

The administration’s proposal would extend commerce coverage to »ddi- 
tional employees. It would also adjust certain exemptions so that more em- 
ployees within this basic coverage can receive the benefits of the minimum 
wage. Otherwise, most of the newly covered employees would still not be 
protected by the act. 








28 MINIMUM WAGE PROTECTION 


SCOPE OF COMMERCE COVERAGE 


At the present time, the commerce coverage of the act extends to any em- 
ployee engaged in, or in the production of goods for, insterstate or foreign 
commerce. In an individual business enterprise, some employees may come 
within this commerce coverage of the act while others do not; and there are 
also specific exemptions by which certain employees whose commerce coverage 
would bring them under the minimum wage or overtime pay provisions are ex- 
pressly excluded from the application of these provisions. 

Under the administration’s proposal, this employee commerce test would re- 
main unchanged. Amendments would make clear that in the future the inter- 
state commerce coverage of the law would extend to all employees who are 
engaged in the activities of any business enterprise in which— 

(1) The total annual value of incoming mechandise, materials, or supplies 
moving directly across State lines to its place or places of business is $1 million 
or more; and 


(2) One hundred or more employees are employed by the employer. 


ADJUSTMENT OF EXEMPTIONS 


Since existing exemptions bar application of the minimum wage to certain 
employees who come within the commerce coverage of the act, the new coverage 
in enterprises which meet the above two tests would be defeated in a number 
of areas unless necessary adjustments were made in the exemptions. The 
proposal therefore includes adjustment of a number of these exemptions so 
that employees within this commerce coverage who are employed in enterprises 
having 100 or more workers May have minimum wage protection under the 
act. This would be done with respect to the following exemptions: 

(a) Local retailing capacity; retail and service establishments; processing in 
retail establishments. 

(b) Laundries and cleaners. 

(c) Seafood processing. 

(d) Small newspapers. 

(e) Interurban and metropolitan transit systems. 

(f) Taxicab businesses. 

(g) Telephone switchboard operators in small exchanges. 

(h) Telegraph agencies in retail and service establishments. 

(i) Seamen on American vessels. 

(7) Small logging operations. 

The present language of these exemptions would not be changed by the pro- 
posal, and there would be no change in their present application to enterprises 
having fewer than 100 employees. No new exemptions would be added. But in 
the larger enterprises, the adjustments in exemptions which the proposal would 
make would have the effect of assuring the minimum wage to an employee if 
(1) his “commerce” coverage is established by his employment in an enterprise 
which meets the two new tests of coverage or in work which meets the “com- 


merce” tests of the law now, and if (2) the enterprise in which he works has 
100 or more employees. 


APPLICATIONS OF PROPOSAL TO PARTICULAR EXEMPTIONS 


The following brief statements indicate the effect of the administration’s pro- 
posal upon each of the exemptions from minimum wages and overtime pay con- 
tained in section 13 (a) of the act. 

Section 13 (a) (1): No change whatever would be made in exemptions for 
executive, administrative, professional, and outside sales employees. 

Section 13 (a) (1).—Local retailing capacity ; 

Section 13 (a) (2).—Retail and service establishments; 

Section 13 (a) (3).—Laundries and cleaners. 

Section 13 (a) (4).—Processing in retail establishments ; 

These exemptions would remain applicable to all who meet the statutory tests 
of exemption, in enterprises of fewer than 100 employees, and the overtime pay 
exemption would continue to apply in all enterprises to the same extent as at 
present. In enterprises having 100 or more employees, an employee would no 
longer be denied the minimum wage by one of these exemptions if the enterprise 
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meets the million dollar interstate inflow test or he is individually engaged in 
commerce or in the production of goods for commerce under the act’s definitions. 
In those occupations in which the employee’s remuneration includes tips or 
facilities, the proposal would permit the value of these to be taken into account 
in determining whether the minimum wage is being paid. 

Section 13 (a) (5).—Fishermen. There would be no change whatever in the 
present application of the minimum wage and overtime pay exemptions for 
employees employed in catching, taking, harvesting, cultivating, or farming of 
any of the aquatic forms of animal and vegetable life described in this subsection 
(including going to and returning from work and loading or unloading such 
products). 

Section 13 (a) (5).—Seafood processing and handling. The overtime pay 
exemption would continue as at present for all employees working on products 
of aquatic animal and vegetable life after they have been caught, taken, or 
harvested as described in the subsection. The minimum-wage exemption would 
also continue as at present for all employees in enterprises employing fewer 
than 100 workers in the work. But employees processing and working on these 
products after they have been gathered from nature would receive the minimum 
wage if employed in an enterprise of 100 or more workers and if the enterprise 
meets the million dollar interstate inflow test or the employee is individually 
engaged in commerce or in the production of goods for commerce under the act’s 
definitions. 

Section 13 (a) (6).—Agricultural and certain irrigation workers. No change 
whatever would be made in the application of this exemption. 

Section 13 (a) (7)—Learners, apprentices, messengers, and handicapped 
workers. The partial exemptions afforded these under certificates authorizing 
subminimum rates where necessary to prevent curtailment of opportunities for 
employment would not be changed in any way by the proposal. 

Section 13 (a) (8).—Small newspapers circulated in a limited area. There 
would be no change under the proposal in the overtime pay exemption for news- 
papers meeting the tests of this exemption, and no change in the minimum wage 
exemption for them if the newspaper enterprise does not have as many as 100 
employees. Since there are few enterprises operating small newspapers meet- 
ing the exemption tests of section 18 (a) (8), in which employment of 100 or 
more workers will be found to exist, the proposal would have little effect on this 
exemption. In the enterprises which do have this employment, however, the 
exemption would no longer exclude from the minimum wage any employee who 
comes within the commerce coverage of the act now or under the proposed inflow 
test. 

Section 18 (a) (9).—Interurban and metropolitan transit systems; 

Section 13 (a) (12).—Taxicab businesses. 

These transportation exemptions would continue to provide an overtime exemp- 
tion as they do now for all employees coming within them, as well as a minimum 
wage exemption for employees in these enterprises where fewer than 100 are 
employed. However, in any such enterprise which has 100 or more employees, 
the exemption would not in the future bar from the minimum wake any employee 
if the enterprise also meets the million-dollar annual inflow test or the employee 
is engaged in commerce or in the production of goods for commerce under the 
present definitions of commerce coverage. 

Section 18 (a) (10).—Handling and preparing agricultural products in the 
“area of production.” This exemption would not be affected in any way by the 
administration’s proposal. 

Section 13 (a) (11).—Switchboard operators in telephone exchanges having 
not more than 750 stations. This exemption, which applies only to switchboard 
operators and does not take other telephone company employees out of the mini- 
mum wage and overtime pay provisions of the act, would continue to provide the 
same overtime pay exemption which it now does. The minimum wage exemption 
would continue to apply to switchboard operators in exchanges of this size if the 
telephone enterprise operating the exchange employs fewer than 100 employees. 
However, the proposal as applied to enterprises having 100 or more employees 
would give all switchboard operators in such enterprises like treatment under the 
minimum wage provisions as compared with other employees in such enterprises. 
That is, the fact that an employee in an enterprise having 100 or more employees 
is a switchboard operator in an exchange having 750 or less stations would no 
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longer bar the application of the minimum wage to the employee because of this 
exemption if the enterprise also meets the new interstate annual inflow test of 
coverage or if the employee individually, as telephone operators characteristi- 
cally do, engages in interstate commerce under the tests contained in the present 
law. 

Section 13 (a) (13).—Small telegraph agencies in retail and service establish- 
ments. The administration’s proposal would not affect the overtime pay exemp- 
tion provided by this 1949 amendment, and would not affect the application of the 
minimum wage exemption in any retail or service enterprise in which the em- 
ployer employs fewer than 100 employees, except to assure the minimum wage to 
individuals who have an employment relationship to a telegraph enterprise having 
100 or more employees and are within the commerce coverage of the act. Work- 
ers employed solely by the retail or service enterprise would not be affected unless 
100 or more are employed in the enterprise, in which case the effect is precisely 
the same as in the ease of other workers under the retail and service establish- 
ment exemption contained in section 13 (a) (2). 

Section 13 (a) (14).—Seamen. The proposal makes no change in the present 
exemption so far as seamen on vessels other than American vessels are concerned, 
and does not remove the present overtime pay exemption for any seaman on any 
vessel, foreign or American. Its effect is to provide, for enterprises employing 
100 or more workers, a lifting of the bar which the exemption now imposes 
against application of the minimum wage to seamen on American vessels who are 
now or under the proposal would be within the commerce coverage of the act. 
Concomitantly, provision is made under the proposal for excluding offduty time 
and including the fair value of board and lodging in computing the minimum 
wages which the act would require for these seamen. 

Section 13 (a) (15).—Small logging operations (by employers of 12 or fewer 
in such operations). As in other instances, the proposal of the administration 
would not change in any way the present overtime exemption under this provi- 
sion, or the minimum wage exemption as applied to any enterprise having fewer 
than 100 employees. Further, from information presently available, it appears 
that there are few, if any, enterprises having 100 or more employees in which the 
employer employs 12 or fewer in operations now exempt under this provision. 
The proposal, which would assure minimum wages to logging employees in such a 
case provided they come within the “commerce” coverage of the act, would 
probably have no significant effect, therefore, with respect to this exemption. 

The administration’s proposal would not change in any way the complete 
exemption for newspaper delivery in section 13 (d) of the act or any of the 
exemptions which are confined to the overtime or child labor provisions of the act, 
a number of which would be eliminated or modified by other legislative proposals. 
Such exemptions are contained in subsections (b) (3) and (c) of section 7 and (b) 
and (c) of section 13 of the present act. 


SUMMARY 


In summary, the administration’s proposal would extend the protection of the 
Fair Labor Standards Act to many additional employees by— 

1. Making clear that the interstate activities covered by the act include those 
performed by employees of larger enterprises substantially engaged in interstate 
commerce (annual inflow of $1 million or more and 100 or more employees). 

2. Leaving unchanged the specific exemptions now in the act and the language 
defining their basis and scope, while providing for their adjustment, in those areas 
where it is appropriate to do so, so that they will not deny minimum wages to 
otherwise eligible employees within the “commerce” coverage of the act who are 
employed in the large enterprises having 100 or more employees. 
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Estimated number of employees not covered or exempt from provisions of the 
FLSA and their status under the administration’s proposal 


[Estimates are in thousands and are based on 1953 data] 
































Current status Status under administration’s 
proposal 
Employees brought 
Employees not covered or under act by ad- | Employ- 
Employ- exempt as— ministration’s | ees not 
industry or occupation | ees not proposal brought 
covered Fiat Eps PY Las By under 
or | the act 
exempt,! Agricul- by ad- 
total Outside tural Paid less | ministra- 
sales- process- | Allother| Total | than $1 |tion’s pro- 
men 2 ing | | posal 3 
workers? | 
es a omg amen a me — — | | eeannge —— 
Total_.-.-. caatadece | 19, 978 1, 383 233 18, 362 2, 482 | 400 17, 496 
Retail trade_....._.-- : ‘ 5, 495 Ne telat 5, 443 2, 000 | 375 3, 495 
Retail service - - -- Beabbs 2, 851 iteices 2, 850 | _- Saeens 2, 851 
RIOD i. caipawnnisen cineaghs 533 WD Beas... cass 513 32 | 10 501 
ST ts 3 a ddnconapyaneunoant SP Ecéctenente Pewee 446 5O | 10 | 396 
Agriculture-------- Seka sone DW i cio SER 3, 133 3, 133 
Fisheries. eae ENE hn Sr ae a 35 | | 35 
Construction... _.._..-__-- L 1, 869 OF 22 C4) 1, 860 | 200 | Few 1, 669 
Wholesale trade___-..........-- $24 473 109 242 |_. - 824 
Agricultural services - - -- lanes ~ 45 24 | 69 
Finance, insurance, real estate 744 re 335 |_. 25 : 744 
Seamen__ : ee tees ea 117 | 90 | Few 27 
Small logging operations -__-- ___- BE ails. oto soe wen J 110 |- 110 
Mining and manufacturing -_-_-- 550 381 68 101 550 
Small newspapers ~ oo 32 ae ome 32 | a 32 
Local transit -_..__- pick bass 125 Sitios dax 121 | 65 | Few | 60 
Taxicabs. _. oa . ) =a 7 129 30 Few | 99 
Trucking and warehousing _-_-_- 101 19 il 78 |. 101 
Small telephones-__-_....--- ” A iat opel becabe ah 43 | 15 } 5 28 
Seafood processing... -~--- ; ines Sokck oes 26 ! 26 
Business services. ._..._--- pha 62 OD bre dt. 35 52 | 5 on 62 
All other industries _-._- 663 oS h.. ie 658 |_- a ey 663 
Domestic service. ..........._- Wea. oe SiR ie 2, 021 | Safed ae xe 2, 021 








1 Total number of employees not covered because of intrastate activities and al] employees exempt under 
section 13 (a) except executive, administrative and professional. 

? Shown separately because exemptions cut across industry lines. 

3 Number earning less than $1 not available. 


NOTE.—No separate estimate has been made of the number of employees exempt under sec. 13 (a) (13 
as employees in small telegraph agencies in retail or service establishments. 


Senator Kennepy. Mr. Secretary, how do your recommendations 
differ from the recommendations of 1955? 

Secretary Mrrcnety. They are slightly different. In 1955, our 
recommendations had to do mainly with multi-State operations, and 
in terms of the number of people covered by the current recommenda- 
tions, I believe that you will find that more employees are covered by 
this one. 

This recommendation that I am offering here today is the thoughtful 
recommendation of the administration after a very, very careful study 
in the last several years of this problem. 

Senator Kennepy. In 1955, was there a dollar amount’ You rec- 
ommended a million dollars this year. In 1955, was it $500,000? 

Secretary Mrircueti. In 1955, the basis of our recommendation was 
the multi-State operation, and in reconsidering that we felt that we 
might, if we restricted ourselves to a multi-State operation. get into 
the intrastate problem. 

Our present recommendation clearly keeps within the provisions of 
the act as it is now written, applying to those enterprises that we 
believe are clearly in interstate commerce. 
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Senator Kennepy. You say that there will be more employees 
brought under the act by the new definition than would have been 
covered under the 1955 recommendation ? 

Secretary Mircueuu.. Yes, sir. 

Senator Kennepy. What employees are there that would be left 
out? Are there any employees that would be left out of the coverage? 

Secretary Mircneny. Very few; very few that would be left out, 
comparing our 1955 and 1957 recommendations. Those employers, I 
suppose, who have a very, very small operation that eipeened to be 
situated at a State border which would not be truly in interstate com- 
merce, which might have been included in our 1955 proposals, are not 
included in this. 

But in total, we believe that this is a sounder recommendation than 
1955, and as you recall in 1955, the testimony that I gave asked the 
committee to consider these proposed recommendations, and this rec- 
ommendation is a firm recommendation of the administration. 

Senator Kennepy. I suppose you are talking about one of the bills 
introduced by Senator Morse in which you question the practicality 
and the constitutionality of his definitions of commerce? 

Secretary Mrrcneit. Yes. I am talking specifically of, I believe it 
is S. 1267. 

Senator Kennepy. Mr. Secretary, how many workers would be 
eligible for coverage if we took the definition of commerce which is in 
the Taft-Hartley Act? 

I am not talking about whether it is economically desirable but 
constitutionally possible. With respect to workers who are now ex- 
empted for one reason or another from the coverage of the act, how 
many do you think in addition could be brought under the act if 
we took the most generous constitutional definition which has been 
confirmed by the courts? 

Secretary Mrrcnexy. Our analysis of S. 1267 indicates that that 
would cover in agriculture 1,500,000 employees; in retailing and the 
service trades, 3,800,000; outside salesmen, 1,351,000; laundry and 
cleaning, 160,000; agricultural products handling and processing, 233,- 
000; seafood processing, 26,000; seamen, 117,000; small logging opera- 
tions, 110,000; small telephone exchanges, 43,000; small newspapers, 
32,000; local transit companies, 80,000; taxicab companies, 50,000; 
construction, 1,400,000; wholesaling, 242,000; finance, insurance, and 
real estate, 170,000; mining and manufacturing, 101,000, and miscel- 
laneous, 210,000. 

I haven’t added those numbers, but if somebody here wants to add 
them, that is approximately the coverage of Senator Morse’s bill, 
S. 1267. 

Senator Krennepy. How many did you say in agriculture? 

Secretary MircHex. 1,500,000. 

Senator Kennepy. Is that considering the exemptions which Sen- 
ator Morse provided ? 

Secretary Mircuett. Yes, sir. As I recall his bill, it provides for 
those people engaged in industrial agriculture, I think is the word he 
uses, industrial farms. 

Senator Kennepy. How many workers in retail would be eligible 
for coverage under this act under the Taft-Hartley definition of 
“affecting commerce”, and how many would be omitted if your recom- 
mendations were accepted ? 
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Secretary Mircue.u. I assume that there is a parallel to some extent 
between the Morse bill, 5.1267, and the coverage of the Labor Man- 
agement Relations Act, and in ‘retailing and service trades under the 
Morse bill 3,800,000 would be covered. 

But I might point out that it seems to me the coverage of the Morse 
bill goes further, much further, than the jurisdictional limits under the 
Taft-Hartley Act. 

While the act itself, as far as statutory coverage is concerned, may 
cover approximately the same number of employees, by : administrative 
decision the NLRB has determined a cutoff point. 

In administering the Fair Labor Standards Act, that would be an 
impr actical administrative thing to do. 

Senator Kennepy. The point I am trying to get at, Mr. Secretary, 
is this: You suggested that Senator Morse’s bill, which is not an official 
bill of the subcommittee, sets a constitutional standard which is im- 
practical, 

Secretary Mircnetu. That is right. 

Senator Kennepy. And which goes further than anything you have 
ever seen before. 

Secretary Mrrcnett. That is right. 

Senator Kennepy. If you take the language of the Taft-Hartley 
Act, which has been confirmed by the Supreme Court, isn’t it a fact 
that there probably would be at least 6 or 7 million more employees 
who would be eligible, constitutionally, to come under the coverage of 
the act ? 

Secretary Mircurety. No; I do not believe so. 

Senator Kennepy. I am not talking about the decision of the Na- 
tional Labor Relations Board to eliminate all under $1 million. 

Secretary Mircuet.. I understand. I suppose the Congress may, 
if it so desires, extend this to whatever limits it wishes. 

I made the point that I hadn’t seen extension to the point that the 
Morse bill extends the act in any present statute of Congress, includ- 
ing the National Labor-Management Act, because actually the act 
does not extend practically and administratively to the number of 
people that the Morse bill would extend the Fair Labor Standards 
Act to. 

Senator Kennepy. I am just talking now really about the constitu- 
tional question and not about the Morse language. Based on the 
Taft-Hartley coverage, not the decision of the } National Labor Rela- 
tions Board which provi ‘ides administrative exemptions, isn’t it possible 
to take in at least 6 or 7 million more workers, or approximately that 
number, beyond what you have suggested taking in? 

Has the C ongress got that power under the C ‘ourt decisions? 

Secretary Mrrcnetn. The Congress may have that power, yes, sir. 
I am addressing myself to the practicality of extending that power te 
the extent that the Morse bill does. 

Senator Kennepy. Yes, but there is no doubt of the constitution- 
ality. How many of these 214 million workers whom you would bring 
in, do you know, according to your latest figures, are getting less than 

$1 an hour? 

Secretary Mrrcnety. That we do not know specifically. The in- 
formation ee we do have, which is not accurate entirely, would 
indicate there may be some considerable number, but we feel that the 
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effect of the dollar in the area that we have recommended will not 
Tih affect the employment of these people nor the enterprises in 
which they are employed. 

The number of people, or the percentage of the 2 million who may 
be now getting less than $1, we do not have factual data on. 

Senator Kennepy. Do you have even an approximation? How 
can you decide that you are going to stop at 21% million, if you don’t 
have any figures on how many of those 214 million are getting less 
than a dollar? 

Secretary Mrrcuety. On the basis, Mr. Chairman, of the informa- 
tion which we do have, we believe that a majority of the employers 
that are affected by our recommendation can, if they are not now pay- 
ing the $1, pay it. 

As to the exact number of employees, we do not have that informa- 
tion. The cutoff that we propose we believe, based on our knowledge 
within the Department, is in keeping with the provision of the act 
which says that there shall be no serious unemployment caused by the 
imposition of the dollar. 

We believe that to go further into small, local, essentially intrastate 
business would not be in keeping with the concept of the Fair Labor 
Standards Act as we see it. 

Senator Kennepy. I wonder if you could give us that information 
which you say you have in your Department which would lead you 
to believe that this would not cause unemployment ? 

Secretary Mircuett. We can furnish the committee, if you wish, 
some approximation of the wage levels of the people who would be 
affected by our proposal. I donot have it here now. 

Senator Kennepy. But you don’t have any statistics which you can 
give the committee which would indicate what percentage of these 
214 million are getting less than $1 an hour today, or even a judg- 
ment on your part ? 

Secretary Mrrcnety. We will give you a judgment when we have a 
chance to review the statistics; yes, sir. 

Senator Kennepy. When will that be, sir? 

Secretary Mircnety. Within a day orso. (See p. 46.) 

Senator Kennepy. In coming to your decision, you yourself must 
have had some figures available. I know that this survey by Dr. 
Blum is not complete, but we had a good many figures in 1955. 

Secretary Mrrcnetyi. We based our judgment, Mr. Chairman, on 
the surveys that the BLS had made prior to 1955 and since. As I 
said in my testimony, we furnished to this committee some 1,500 
pages of statistics, and we will try to collect those statistics on which 
we based our judgment, and I think it is a sound judgment. and 
provide it to the committee. 

I don’t happen to have them here now. 

Senator Kennepy. One of the difficulties has been that a lot of 
the figures we got in 1955 are somewhat out of date because of in- 
creases in the cost of living. 

Secretary Mrrcnext. I think they can be adjusted statistically for 
that. 

Senator Kennepy. Can you provide the committee with the per- 
centage of the workers who are constitutionally eligible to come 
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under the Fair Labor Standards Act but who would not come under 
by your recommendation, how many of them are being paid below 
$1 an hour? 

Secretary Mrrcneti. That may be more difficult because of the 
great area and extent that the Morse bill, if we are taking that as 
the criteria which it covers—— 

Senator Kennepy. I take the Taft-Hartley definition as written 
into the act rather than the Morse definition. 

Secretary Mircueuy. All right, taking the Taft-Hartley definition, 
which would include enterprises, employees of enterprises affecting 
commerce, that conceivably could get down into very, very small en- 
terprises and wage data in some regions of the country for some 
industries may not be readily available. 

We will do the best we can on that. 

(See p. 46.) 

Senator Kennepy. It is suggested that perhaps you could take 
the definition of “commerce” and then use the 500,000 instead of the 
million as a cutoff point which has been talked about for a couple of 
years. 

Perhaps you could give us some idea of the employees who might 
be included within that sort of a definition who are now getting less 
than $1 an hour. 

Secretary MircHetyt. We will be very glad to provide the commit- 
tee with all the information we have on that score. 

(See p. 46.) 

Senator Kennepy. Have you any idea what percentage of the 
people who might be eligible under such a definition are getting less 
than the figures which various States, based on the latest cost of 
living, have set as a minimum for a single woman with no dependents? 

Secretary Mircureiy. No; we don’t have those figures available 
here, nor do I have any idea. We would endeavor to get whatever 
figures we could for the committee on that score. Whether they will 
be pertinent or not, I don’t know. 

It is up to the committee to decide. 

Senator Kennepy. It is pertinent in the sense that one of the pur- 
poses of the bill is to prevent people from working for wages which 
are below a minimum standard of living. 

The Bureau of Labor Statistics has held, I think in 1955, that for a 
woman without a dependent the base is $1.15 an hour, and I think it 
is up to $1.28 an hour, depending upon how many hours she actually 
works. So I suppose it does have some application in considering 
what the minimum wage should be. 

Secretary Mrronett. We will provide the committee with that in- 
formation. 

(See p. 46.) 

Senator Kennepy. Have you got any idea of how much unemploy- 
ment might have been caused or how many firms might have been 
driven out of business by raising 2 years ago the minimum wage to $1? 
_ Secretary Mircueit. We are now in the process of completing an 
interim impact study of the $1 minimum wage, which I hope will be 
completed before this committee completes these hearings. We will 

very happy to supply the commitee with that study. 
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I hope within the next several weeks we will have an interim report 
which will give some indication. 

Senator Kennepy. But as I understand it, even though you are 
going to provide us with an additional figure, it is your judgment 
pretty much that firms as large as the ones which you are now talkin 
about, $1 million, 100 employees—are those exclusive, or is it “and” 

Secretary Mircmerzi. And. 

Senator Kennepy. $1 million and 100 employees ? 

Secretary Mircnetn. Yes, sir. 

Senator Kennepy. Is it your judgment that very, very few would 
be getting less than $1 an hour today ¢ 

ecretary Mironety. No; 1 wouldn’t want to say. I would say that 
the wage rates in those enterprises are of such character that the dol- 
lar minimum wage can be imposed without any serious dislocation 
of either the enterprise or the employees involved. 

You may recall that when the dollar minimum wage was instituted 
in the industries already covered, I believe that nationwide only about 
10 or 12 percent of the employees so affected were getting less than $1. 

In some regions of the country, if I recall the figures, the percentage 
was higher. 

In the South, for example, of the industries covered, I believe the 
figures indicated that 20 percent of the employees covered were get- 
ting less than a dollar. 

In New England the percentage was around 6 or 8 percent. 

This is from memory, so I would say that in this area you will have 
about the same impact as we had with the application of the dollar to 
the industries already covered. 

Senator Kennepy. I am not sure that that would be a fact if you 
take the increase in the cost of living, and eliminate all these other 
companies and use the standard you have suggested. I think it is not 
unreasonable when you are making these suggestions that you should 
give the committee at least some indication of how many people would 
be affected by this. 

Secretary Mircneti. We will try to. 

Senator Kennepy. You have given us numbers but now you are not 
telling us how many are now being paid less than a dollar, which I 
would think would be an integral part of your recommendations in 
your appearance before the committee. 

Secretary Mircueii. We will endeavor to get the information you 
request, Mr. Chairman. 

(See p. 46.) 

Senator Kennepy. As I understand it, you are not proposing to in- 
clude any agricultural workers, even those on the larger, so-called 
corporation farms? 

Secretary Mircneii. That is right, sir. 

Senator Kennepy. It is your judgment that those farms making 
over $25,000 or $50,000 a year which are employing 100 or 200 work- 
ers, would not find it possible to regulate their hours, particularly with 
many of them being paid less than $1? 

_ Secretary Mrrcnett. It is our judgment it would not be possible, 
sir. 
Senator Kennepy. As to the 15,000 telephone workers, what would 
be the percentage that would still be left out? 
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Secretary Mrrcnenu. I believe that there are now excluded some 
43,000 telephone workers. This would encompass 15,000 of those not 
now covered. 

Senator Kennepy. I noticed these figures. The payrolls in retailing 
increased from 1948 to 1954 from $13.3 billion to $18.2 billion over a 
6-year period, which would indicate that the payrolls must have in- 
creased from 1955 to 1957. That is why I suggested that very few 
employees would be affected by this recommendation which you have 
made, considering that the increase in the cost of living must have been 
followed by some payroll increase. 

Secretary Mircnety. Of course, Mr. Chairman, the payroll of the 
18 million to 18—is it million or billion—does not necessarily mean 
that there are the same number of employees. 

It could mean that there are more retail establishments, and that 
there are more people in retailing year by year, and all of the indi- 
cations are that the number of people in retailing and service and trade 
will grow, so that in comparing the payrolls may I point out you may 
not necessarily be talking about the same number of people. 

Senator Kennepy. But you don’t have any figures to indicate what 
effect the increase in the cost of living in the last year has had on the 
payrolls of retailers, do you? 

Secretary Mircueti. It would be very easy to compute that now, 
sir. 

Senator Kennepy. What is the evidence that the companies which 
you have left out, those which don’t meet this million dollar-hundred 
employees test—those who receive, for example $500,000 and might 
have 50 employees or 40 employees—to show that it would be impos- 
sible for them to provide for a dollar minimum ? 

Secretary Mrrcne.z. Our basis, Mr. Chairman, has to do, I think, 
with our concept of those enterprises which are substantially engaged 
in interstate commerce. 

We believe that when you go below the two criteria which we have 
recommended, you get into a fuzzy hazy area which brings you close 
to intrastate commerce, particularly in this retail and service field. 

For that reason we feel that an enterprise which meets these two 
criteria is truly and essentially in interstate commerce, 

Senator Kennepy. There is no doubt that it is in interstate eom- 
merce. 

Secretary MircHe.u. As now defined by the act. 

Senator Kennepy. There is no doubt it is held that much broader 
coverage is in interstate commerce so it is just a question of practicality 
where you draw the line. 

Secretary Mircueti. That is right. 

Senator Kennepy. What is the evidence which would indicate that 
stores with 50 employees and $500,000 a year “inflow” would be less 
able to pay this dollar than the bigger ones? 

Secretary Mircuexy. I don’t want to put it on the basis at this 
moment of less able to pay the dollar. I want to put it on the basis 
of the present definition of the act, of interstate commerce as pres- 
ently defined in the act. 

We do not recommend any change in the definition of interstate 
commerce as the act now contains it. Within that definition we believe 
that these enterprises which we have recommended properly belong, 
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because they are substantially in interstate commerce as defined in the 
act. 

Now specifically as to your question, the number of employees in 
enterprises of 50 employees or $500,000, we have not checked, but we 
do not believe, from the basis of our present information, that these 
people would be in enterprises substantially engaged in interstate com- 
merce as presently defined by the act. 

I believe we have furnished to the committee in the past all of the 
statistical information that we had in this area, and this is our best 
judgment as to the extent that the act should be amended at this time. 

Senator Kennepy. Mr. Secretary, how many employees who would 
be eligible for coverage and who are not covered by your recommenda- 
tions are getting less than $1 an hour? 

As I understand it, you don’t have that figure but can you make it 
available to us? 

Secretary Mircnerti. We can make available all the information we 
have. I think it may partly answer your question. (See p. 46.) 

Senator Kennepy. What is the reason why you take $1 million in- 
stead of $500,000? $500,000 would be a pretty large store or a pretty 
large group of stores. 

Isn’t it your ambition to get this coverage as large as possible with- 
out getting into the genuinely small, local store that might be put out 
of business by a raise in wages? 

Secretary Mrrcneiy. Thatisright. It is our intent and ambition, as 
you say, to extend the coverage of this act to as many people as possible 
and practical, and our judgment—and it is a matter of judgment— 
is that the law should be extended to the enterprises which meet the 
two criteria that we set forth. 

To go further would, I think, get into areas of haziness and fuzzi- 
ness which would be difficult and impractical to administer. 

Senator Kennepy. What do you mean by haziness and fuzziness? 

Secretary Mircuety. I must go back always to the premise of our 
recommendation in that we do not propose to change the definition 
of interstate commerce now contained in the act. 

Assuming that that definition remains unchanged, then it seems to 
me you get into possible areas of intrastate activities. 

Senator Kennepy. Intrastate by what standard ? 

Secretary Mrrcneiy. By the standards of the act as presently writ- 
ten, as We see it. 

Senator Kennepy. Senator Ives. 

Senator Ives. I am not going to belabor you very much, Mr. Secre- 
tary, but there is one thing I think ought to be brought out fairly 
soon in this hearing, and that is this question of cost in this additional 
administration we are going to have to have under this. 

Have you any idea how much this additional work is going to cost 
in dollars ? 

Secretary Mrrcnexy. Senator Ives, we have made some budget as- 
sumptions and estimates based on our proposal. It is estimated that 
about 2,500,000 employees in about 3,000 enterprises would come un- 
der coverage, and we also assume that these enterprises would have 
no more difficulty in adjusting to the dollar-minimum wage than those 
enterprises that were covered, that have been covered in the past when 
the 75 cents was raised to $1 2 years ago. 
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Therefore, the need for increased funds for enforcement would not 
be too great in this area. We believe that primary emphasis in the 
first year, if this recommendation were enacted into law, would be di- 
rected to a comprehensive information and educational program to ob- 
tain voluntary compliance and the development of regulations and 
interpretations under the act. , 

We estimate that that would not be more than 5 percent of our pres- 
ent appropriation of $10,900,000, which would be about $500,000. 

When you cover, as is covered by the bill S. 1267, when you would 
cover some 9,600,000 employees employed in an estimated 200,000 
to 225,000 establishments, we believe that this would require an allo- 
cation of some 21% to 3 million dollars to enforce. 

Senator Ives. That is additional appropriation ? 

Secretary Mircueni. Additional appropriation, yes, sir; about 25 
percent of our present appropriation in addition. 

Senator Ives. The reason I raise that question is because I am in- 
terested in what you are trying to do. I think it is a very worthy 
motive, but some of us in the Congress have been hearing lately from 
our constituents on the cost of government, and every new administra- 
tive undertaking which we engage in entails an additional cost. 

I think the time has come when we have got to examiné some of 
these things pretty carefully to find out whether the result is worth 
the cost. 

It occurs to me that there might be a possible out here to reduce 
your cost. The suggestion has been made that in those States which 
have a standard or standards as high or higher than the one you here 
propose, there be exceptions made and they be exempt from the cover- 
age of this act, this particular feature of the act. 

Has that ever occurred to you ? 

Secretary Mircuetn. Naturally, Senator, our primary objective is 
to see that the people who are not now protected by a minimum wage 
are protected. 

If the States or a State would undertake to meet the standard of 
the Federal law, while I don’t believe under the present law we could 
or should relinquish the jurisdiction of the Federal Government, cer- 
tainly through Federal-State cooperation some of the inspection, some 
of the administration, could be borne by the States, and some of the 
regulation. 

I think the objective of everybody is to see that the employees are 
protected, whether by State or Federal laws. 

Senator Ives. Do you see any reason for duplication in this admin- 
istration ? 

Secretary Mircnenu. I don’t believe there should be any duplica- 
tion ; no, sir. 

Senator Ives. That is what is entailed in that suggestion, the elimi- 
nation of duplication ? 

Secretary Mrrcnetz. I believe that if it were possible to work out a 
cooperative arrangement with the State and the Federal Government 
to avoid duplication, by all means that should be done. 

Senator Ives. Then you would have no objection to an amendment 
to the act when we get it up here, whatever it is, an amendment to the 
act to the effect that where the standards or requirements in any State 
are equal or higher than those laid down in this particular bill that 
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you are going to present, those States should be exempted from the 
administration under the bill; is that right ? 

Secretary Mrrcuexy. Senator, I would like to examine that as to the 
meaning of “exempt.” After all, there must be some uniformity here 
in application. 

Senator Ives. For instance, I come from New York State and we 
have pretty high standards up there in New York, as you know. 

Secretary Mircuety. Yes, sir. 

Senator Ives. And there are several other States that have just as 
high as we do. I see no particular reason why those States should 
have to come under this when they are already taken care of them- 
selves. 

Secretary Mircneti. That would be true theoretically. I think 
we would have to assure ourselves that the enforcement standards and 
potentials are equal, and there might be many other things, so that the 
word “exempt,” exempting them from the Federal law, I think I 
would have to study that. 

If you mean that the Federal Government could delegate to the 
States the authority to enforce the laws, assuming that the enforcement 
potential is equal to the Federal, I certainly would see no objection to 
that kind of a thing. 

Senator Ives. Would you be willing to prepare an amendment to 
your bill along that line? 

Secretary Mrrcnet.. We would be willing, yes, sir, to see what we 
could do with such an amendment. (See S. 1503, p. 13.) 

Senator Ives. I am reading the act now and it luoks to me as if 
there is something in the act along that line. Section 11 (b) : 
with the consent and cooperation of the State agencies charged with the admin- 
istration of State labor laws, the Secretary of Labor may, for the purpose of 
carrying out his functions and duties under this Act, utilize the service of 
State and local agencies and their employees and notwithstanding any other 
provision of law may reimburse such State and local agencies and their em- 
ployees for services rendered for such purpose. 

No, that isn’t what we want. 

Secretary Mircnetw. I realize that, because under that provision 
the Federal Government finances it. 

Senator Ives. We pay for it? 

Secretary MircHe.u. Yes sir. 

Senator Ives. What I am trying to do is get away from this extra 
charge when the States are already doing it. 

Secretary Mircuetu. In some States; yes. 

Senator Ives. That is what I mean. Before I leave this question, 
I want to point out one thing. I don’t think this $1 million limitation 
you have here is too high at all. I happen to have been acquainted 
about 40 years ago with a business with a volume of business well 
over a half million dollars a year, and there were only four employ- 
ees. So I think your million—Jack, I am not at all worried about that 
million. If vou have a million dollars a year in business he might not 
have more than 5 or 6. 

Senator Kennepy. You could have it in a brokerage firm. 

Senator Ives. This isn’t a brokerage firm I am talking about, not at 
all. This isa rural undertaking. 

Thank you very much, Mr. Secretary. 

Senator Kennepy. Senator Purtell. 
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Senator Purreiyi. Mr. Secretary, you, of course, have considered, 
obviously, from your testimony here, the question of administrative 
problems that you would be confronted with, and those of reports 
are the reasons for your proposal; is that correct ? 

Secretary Mircnety. | think ¢ that the administrative problems are 
part of our whole judgment in our proposal, but basically our pro- 
posal rests upon, as I said before, our interpretation of what the act 
now presently means by interstate commerce. 

Admittedly, I think it would be impractical to apply the act so far 
as to make its administration administratively impossible. 

Senator Purrex.. It is true also, isn’t it, that while it is true con- 
stitutionally and the courts have so held that the interpretation of 
interstate commerce is much broader than it is presently in some agen- 
cies, the Government interprets it for the purpose of enforcement that 
the NLRB Board has under the act itself great power to set up exemp- 
tions and determintaions, and that doesn’t or would not—it certainly 
hasn’t shown up in the bills we have had here—be the same power 
granted to your agency ? 

Secretary Mircnert. That is right, sir, and I don’t think it would 
be administratively possible to do so. 

Senator Purreu. Those are all the questions I have at this time. 

Senator Kennepy. Senator Allott. 

Senator Atxorr. Mr. Chairman, I would first like to clarify my own 
position on this committee. 

As the chairman well knows, Senator Goldwater is the other minor- 
ity member of this committee, and because of his own close relation- 
ship with part of the area to be affected, he has asked, and I have 
been asked to sit upon this committee in his place as it relates to 
these hearings. 

And I thought, Mr. Chairman, that I should first of all make my 
position here and my presence here clear, not as a gratuitous presence 
but as one which has been requested by, if not the chairman of the 
committee, at least the ranking Republican and minority member of 
the committee. 

(A telegram from Senator Goldwater follows :) 


PHOENIX, Ariz., February 10, 1957. 
Senator JoHN KENNEDY, 


Senate Office Building, Washington, D.C.: 

Am advised Subcommittee on Labor will meet Wednesday to discuss amend- 
ments to the Fair Labor Standards Acts. Because my occupation before becom- 
ing a Senator was that of merchant and because I retain economie interests in 
this trade I feel that it would be a conflict of interests if I served as a subcom- 
mittee member during these hearings. I am requesting the committee chair- 
man and the ranking Republican Member to name Senator Allott to serve in 
my place during these specific hearings. 

Senator GOLDWATER, 
Senate Office Building, Washington, D. C. 

Senator ALLOT?. Mr. Secretary, as you have known from some of 
my questions in the past, I do have great concern about the definitions 
of what is interstate commerce. 

I might say very frankly that I do not agree with the present law 
nor with the interpretation of that law by the Supreme Court. 

In the situation, and referring specifically to 1267, I think this should 
be made clear, that on page 3 of 1267 under subparagraph P, it defines 
activity affecting commerce so that it— 
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includes any activity in commerce, necessary to commerce, or competing with 
any activity in commerce, or whether the payment of wages at rate below those 
prescribed by this act burdens or obstructs or tends to burden or obstruct com- 
merce or the free flow of goods in commerce. 

We will probably go into it greatly at a future date. 

Now, I would like to address myself first of all to the second part 
of that, which is the phrase “competing with any activity in com- 
merce.” 

In your opinion, is there any area which would not be covered if 
this clause of interpretation was adopted? Can you think of any 
area that would not be covered ? 

Secretary Mircneit. Offhand, I don’t. Perhaps, Mr. Kantor, you 
might answer that. 

Mr. Kantor. I don’t know of any. 

Secretary Mircuet.. We don’t know of any. 

Senator Atxorr. In other words, if we will say a little automobile 
dealer who works on his own and even does his own work, garage 
work, engages in competition with a big sales organization and repair 
organization, he would come under the act. 

Well, it wouldn’t be if he only did his own work, but if he had one 
employee, except as it is limited by this, he would come in competition 
with it immediately, wouldn’t he? 

Secretary Mrrcueu. I assume so, yes, sir. 

Senator Attorr. Now, with respect to the last part of it, whether 
the payments of wages at rates below those prescribed by this act 
burdens or obstructs or trends—I think it means tends. It must be 
a mistake in the printing of the bill—or tends to burden or obstruct 
commerce or the free flow of goods in commerce, do you know of any 
criteria existing in law or in the labor law, which would enable you 
or any other person to make such findings ? 

Secretary Mrrcnexy. I think it would be difficult if not impossible 
to make such findings. 

Senator Atnorr. Mr. Secretary, there is one other point which I 
feel has not been sufficiently emphasized here this morning. 

Your statement is perfectly clear on it, but I am not sure that the 
other questions have clarified it. 

Your suggestion is substantially different from the criteria of the 
bills which have been referred to in that your criteria relate to those 
firms which have $1 million in purchase. That is correct, is it not? 

Secretary Mrrcneti. That is correct, “inflow.” 

Senator Auuorr. “Inflow.” 

Secretary Mircnetu. This is correct. 

Senator Attorr. Whereas the criteria of S. 1267 is a criterion of 
$500,000 in sales as distinguished from “inflow” ? 

Secretary Mircne.y. That is correct. 

Senator Attorr. Whether or not those sales are made completely 
within the State of the establishment or whether they are made in 
interstate trade ? 

Secretary Mircuety. That is as I understand the bill to be. 

Senator AtLorr. You understand it that way ? 

Secretary Mrrcnexy. That is right. 

Senator Auxorr. In other words, S. 1267 and the others which have 
similar clauses or standards would bring the firm in even though the 
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$500,000 that it does, or $500,000 sales are made completely within the 
State in which it is located ? 

Secretary Mircue ti. That is right. 

Senator Atxorr. In other words, heretofore the criterion on inter- 
state activity has been based upon the activity of the employee, which 
made for the situation where part of the employees of an employer 
might be covered and part not, is that correct ? 

Secretary Mircneny. That is correct. 

Senator Arxorr. But under the 1267, for example, it is changing 
it completely and perhaps under yours to a criterion of what the em- 
ployer does. 

Secretary Mircnetx. I might point out, Senator, that the act now 
itself has many criteria as to what the employ er does. 

For example, an employer who has a switchboard with less than 
750 outlets is not covered. An employer who has more is covered. 

So the act is full of those kinds of exemptions which have to do, 
which address themselves to the employer’s enterprise. 

Senator Atxorr. I don’t know that it is wise to go into this at the 
present ss but I would like to ask if you do have any material 
available relative to agriculture exemptions that you propose? 

For example, in S. 1267 I find any farm enterprise which uses less 
than 400 man- -days of hired farm labor as coming within the act. 

Secretary Mircueiy. Yes. 

Senator Arzorr. And to me that is a completely unrealistic applica- 
tion, without respect to the full facts of the situation. 

I want to say this, without any more questions, Mr. Secretary, that 
it seems ot me that in constantly trying to expand and bulge the consti- 
tution without changing it, and expanding the meaning and definition 
of the Interstate Commerc e Act, of the interstate commerce clause, 
that we are gradually opening up an area in which we minimize the 
part that the States shall play and we remove our Government further 
from the people day by day. 

In the end we shall find perhaps that the trend here, if we open up 
this as far as some of these bills would have us do, there would be very 
little incentive or very little use, for that matter, in trying to main- 
tain the State law and the identity of States as we see it, except perhaps 
for some administrative purposes. 

With this I must say I am in hearty disagreement. I think that is 
all I have, Mr. Chairman, at this time. 

Senator Kennepy. Mr. Secretary, do you believe that many of the 
States have minimums as high as they should be? 

Secretary Mircue.. I believ e that there could be much more activ- 
ity on this score in the States. We have been over the years assisting 
the States when requested in terms of information, technical knowl- 
edge, and so forth, in the development of minimum wage legislation. 

The States, many of them, have a long way to go to meet standards. 
Some States don’t have any minimum-wage laws at all. Some of them 
have laws that apply to women only, so there is a very spotty across- 
the-board application of minimum-wage laws in the States. 

Senator Kennepy. It is necessary for the Federal Government to 
take action in areas where it has responsibility under the Constitu- 
tion, within the limits as you suggested. But it is not enough to leave 
it to the States because, as we all know, I don’t think there is any State 
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now that has a dollar minimum; 90 cents in Massachusetts, I believe 
is the highest. 

Secretary Mircueti. New York State, I believe, has a dollar, or 
is about to. 

Senator Kennepy. Is that the only State? 

Secretary Mrircuett. I believe so. I have a run-down here of the 
States, if you wish. 

Senator Kennepy. It was suggested that that might just cover men 
in New York, is that right ? 

Secretary Mircnerzi. No; in other words, as I understand it, it 
covers all employees. 

Senator Kennepy. What is your estimate of the markup on the 
value of the goods coming it? When you say $1 million, is that the 
price that the store pays for the goods? 

Secretary Mrrcnetx. In our proposal, that is the price that is paid 
for the goods, not the retail price. 

Senator Kennepy. What is the markup, 30 percent? 

Secretary Mrrcueyi. It depends upon the kind of business. 

Senator Kennepy. What would it average between the variety stores 
and general merchandise stores? What would that take it up to? 

We have talked about this in the past, I think you suggested $500,000 
in sales, wasn’t it ? 

Secretary Mircuett. In sales. 

Senator Kennepy. This would take it up to $1,500,000. Would you 
say it is 30 percent ? 

Secretary Mrrcue yi. At least. 

Senator Kennepy. Average? 

Secretary Mircwetyi. At least, yes. 

Senator Kennepy. So, as opposed to 1955 when you would not 
bring in those firms doing less than $500,000 in sales, now it is going 
to be about $1,300,000 in sales, isn’t it ? 

Secretary Mircue.y. If that is correct arithmetic; yes. 

Senator Kennepy. Isn’t that reasonably pr oper ? 

Secretary Mircuett. Except this: That as is pointed out here, the 
proposals of an outflow criteria would possibly violate the concept of 
substantially engaged in interstate commerce, because it is conceivable 
that a business could do $500,001 worth of business at retail and, under 
the proposal of S. 1267, come within the act. 

We reject the idea of that application of the act because of our con- 
cept of substantially engaged in interstate commerce. That is the 
reason why we set this figure, this cutoff of $1 million of inflow of 
goods coming cross State lines as a criteria to indicate substantial 
engagement in interstate commerce. 

Senator Kennepy. Senator Ives talked about a firm making $1 
million with only 5 employees—$500,000 to a million. 

eee would be your objection to taking out the “and” and putting 
“or” 

ne Mircnet.. We believe that unless you have the criteria 
of both, that you will be getting into areas of what we would consider 
to be intrastate. 

The effect of making that “or” we have discussed among ourselves, 
but. we believe that it is sounder and not too limiting in terms of the 
number of employees that will be covered. 

Am I correct in that, Mr. Kantor? 
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Mr. Kanror. You would bring in some intrastate wholesalers who 
would get a lot of merchandise per employee and are small operations. 

Senator Kennepy. You don’t feel they should be brought in? 

Secretary Mrrcnety. No. ; , 

Senator Kennepy. Mr. Secretary, Senator Morse is on his way over 
here. He is anxious to ask you a few questions. I hope it will be pos- 
sible now to just wait for a few minutes. Before we do adjourn for a 
temporary recess I wonder if you could discuss why no recommenda- 
tions were made as to overtime ? 

Secretary Mircnet.. Well, I thought it was fairly clear in my testi- 
mony that the bulk of the businesses that are covered by our proposal 
have very peculiar and difficult problems with relation to the work- 
week. 

Most of them are retail enterprises which are open to the public 6 
days a week, where the 40-hour week in some cases may be difficult to 
adjust to immediately, and it is our intent here to expand this cover- 
age so as to be reasonable and practical and not to expand it to such 
a degree that it would place a burden on the enterprises that are 
covered for the first time. 

I think you have to take into account when you intend to move into 
an industry which has up to this point been exempt, you have to take 
into account the management problems that exist in an industry. 

An adjustment to overtime at this time, I think, would be too up- 
setting in the industry itself. 

Senator Kennepy. Do you have any figures to justify that? 

Secretary Mrrcnett. We have some workweek figures which we 
would be very happy to supply. 

Senator Kennepy. You don’t have them with you now ? 

Secretary Mircneti. We don’t have them with us now. 

Senator Kennepy. On the 30,000 employees of large taxicab com- 
panies, do you have any figures on how many employees that would 
omit from coverage. Iam also thinking of construction. You give 
the figures of the employees that might be included under your 
recommendation. You don’t have figures on those working in those 
fields which would be still omitted, do you? 

Secretary Mrircnett. We may have them here. Just a minute, 
please. 

Senator Kennepy. While Mr. Brown is looking for that, can you 
tell us this: There are 10 million people working in the retail trade in 
the United States, are there not ? 

Secretary Mrrcnety. No, it is closer to 6 or 7 million, I believe. 

Senator Kennepy. How many do you figure are getting less than a 
dollar an hour now or getting time and a half for overtime? 

Secretary Mrrcnent. Well, one of the purposes of the retail wage 
survey which we are embarked in now was to get a comprehensive 
study on the whole retailing industry. That study is not complete. 
Tam sure that study will disclose with a greater degree of accuracy 
than I can now the answer to your question. 

Senator Kennepy. Do you believe that we should withhold action 
until that study is completed ? 

Secretary Mrrcurty. No, I do not in terms of our recommendations 
because I believe we have enough material now available to substantiate 
the practicality of our own recommendation. 

89646—57——— 5 
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Senator Kennepy. Thank you. 
The committee will recess for 5 minutes. 
Recess. ) 
enator Kennepy. Secretary Mitchell has agreed to return and 
testify before the subcommittee after further hearings have been com- 
pleted by the subcommittee, and with that understanding and with 
appreciation for his courtesy the meeting is adjourned for this morn- 
ing. 

The subcommittee will hold its next hearing on Thursday, February 
28, at which time it will hear from: 

The Chamber of Commerce of the United States. 

The American Farm Bureau Federation. 

The Western Union Telegraph Co. 

The National Automobile Dealers Association. 

On Friday, March 1, the subcommittee has invited witnesses repre- 
senting: 

The American Institute of Laundering. 

The American Trucking Associations, Inc. 

The National Association of Radio and Television Broadcasters. 

The Vegetable Growers Association of America. 

Che Motion Picture Theatre Owners of Metropolitan D.C. 

The United States Independent Telephone Association. 

The National Coal Association ; and 

The American Hotel Association. 

(Supplemental information supplied by the Department of Labor 
follows :) 

Marcn 4, 1957. 
Hon. Joun F. KENNepy, 
United States Senate, Washington, D.C. 

Dear Mr. KENNEDY: This is in response to your requests of the Secretary of 
Labor, on which he agreed to submit available information. In accordance with 
the subcommittee’s desire to avoid duplications, materials submitted to the 
subcommittee in 1955 are so resubmitted here. 

You requested information as to how many of the employees who would be 
brought under the act by the Department’s proposal are paid less than $1 an 
hour. Our judgment is that the number is in the neighborhood of 400,000. A 
more precise estimate will be developed after the results of the retail trade wage 
survey have become available. 

You also requested an estimate of the proportions of taxicab and construction 
workers not now under the act who would be brought under the act by the pro- 
posal. For taxacab workers, the estimate is about one-fourth, for construction 
workers, about one-tenth. 

In addition to the above two items, materials are also submitted herewith on 
the following: 

Information on hours of work, together with a census publication containing, 
in table II, industry detail on hours worked. 

Comment on State minimum budgets for single women living alone. 

I am unable to estimate the proportion of workers receiving less than $1 an 
hour in the group which could “constitutionally” be covered by the Fair Labor 
Standards Act if the language of the Taft-Hartley Act were used, because the 
constitutional line that would then be drawn has been outlined by the Supreme 
Court only in certain areas coming within the fact situations involved in the 
particular labor dispute cases that have been decided. I have, however, under- 
taken to provide references to materials relating to earnings of workers who 
would be brought under coverage of the act by the definitions contained in S$. 
1267, introduced by Senator Morse, and am enclosing additional publications that 
might be helpful to your committee in this connection. 
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\jso enclosed are summaries and publications on minimum wage and overtime 
requirements under State laws. 
Sincerely yours, 
NEWELL Brown, Administrator. 


INFORMATION ON Hours OF WoRK 


The industries which it is proposed to bring under the minimum wage pro- 
vision of the Feir Labor Standards Act are characterized by longer workweeks 
than are common in manufacturing. The available information on hours of 
work in these industries is summarized below. 


RETAIL TRADE 


The Bureau of Labor Statistics publishes average hours of work in retail 
trade and some of its leading branches. These figures show that in 1956 average 
hours in retailing (except eating and drinking places) were 38.5, as compared 
with 40.5 in manufacturing. The longest average workweek was reported for 
automotive and accessories dealers, 43.8 hours and the shortest for apparel and 
accessories stores, 34.8 hours (table 1). 

Average hours, however, are misleading in retail trade, because they include 
the hours worked by part-timne employees who constitute a substantial propor- 
tion of retail employment, 19 percent, according to the 1954 census of business, 
Their inclusion tends to conceal the prevalence of long hours in many retail 
enterprises. These are more clearly indicated in data drawn from other sources. 
Table 2 shows that 52 percent of retail employees in 1950 were working more 
than 40 hours. In some branches the proportions were even higher, 71 percent 
in motor evhicles and accessories retailing, 72 percent in gasoline service sta- 
tions, and 56 percent in food stores. 

More recent data are available from the Current Population Reports on the 
Labor Force, pubiished by the Department of Commerce. According to these, 44 
percent of the workers in wholesale and retail trade, combined, worked more 
than 40 hours a week. These combined figures do not overstate hours in retail- 
ing, since related sources show that there is more overtime in retail than in 
wholesaling trade (table 3). 

A New York State survey of retail trade made in September 1955 found 38 
percent of workers employed more than 40 hours a week (table 4). In filing 
stations, 65 percent were in that category. 


HOTELS 


There are very few data available on hours of work in hotels. The following 
table shows average hours in year-round hotels in 1956 were 40 a week as com- 
pared with 40.5 in manufacturing (table 5). Here again, the inclusion of part- 
time hours distorts the average. In the 1950 census, 58 percent of the employees of 
hotels and lodging places were reported to be working more than 40 hours 
(table 6). 

New York State in 1956 made a survey of hotels which covered both male and 
female employees. However, because New York has had a minimum-wage pro- 
gram for some years, and because there is some degree of unionization there, 
wage rates in New York are likely to be higher than those that prevail generally 
in the hotel industry. The survey showed that 33 percent of the employees 
worked more than 40 hours. From 5.1 percent to 37 percent, depending on their 
occupations, worked 48 hours of more. Table 7 presents these data. 

Another recent source of information is the Ohio wage-hour survey, made in 
March 1955, where 62 percent of the employees were found working more than 
40 hours (table 8). The report states: 

“Relatively long hours are common in the hotel industry. Among the full-time 
workers, slightly more than half of all males and over one-fourth of all females 
worked at least 48 hours during the week of the survey. The big majority of 
the remaining half of the males worked from 40 to just under 48 hours, while the 
bulk of the remaining females worked from 36 to just under 48 hours.” 


TAXICABS 


Very limited information is available on wages and hours in the taxicab 
industry. The 1950 census reported on the hours of 134,730 wage and salary 
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workers in this industry. Only 18 percent worked a 40-hour week. Twenty-one 
percent worked 41 to 48 hours; 15 percent worked 49 to 59 hours; and 40 percent 
worked over 60 hours (table 9). 

An analysis of 12 union-management agreements, on file with the Bureau of 
Labor Statistics, negotiated by the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers, AFL, in effect in 1955, showed the 
following standard weekly hour provisions for drivers: 

Agreement I.—Tacoma, Wash.: 51 hours 

Agreement II.—San Francisco, Calif.: 40 hours 

Agreement III.—Los Vegas, Nev.: 54 hours. 

Agreement IV.—Tucson, Ariz.: 48 hours 

Agreement V.—Oklahoma City, Okla.: 48 hours, but not more than 66 
Agreement VI.—Houston, Tex.: 50 hours 

Agreement VII.—Minneapolis, Minn., 42%4 hours 

Agreement VIII.—Rochester, N. Y.: 50 hours, but not more than 72 
Agreement IX.—Providence, R. I.: 57 hours 

Agreement X.—Philadelphia, Pa.: 54 hours 

Agreement XI.—Mobile, Ala. : 60 hours, but not more than 72 
Agreement XII.—Birmingham, Ala.: 60 hours 

Thus, union hours of taxicab companies ranged from 40 in San Francisco to 60 
in Mobile and Birmingham, Ala. The agreement in Oklahoma City permitted 
drivers to work up to 66 hours, and agreements in Rochester and Mobile up to 
72 hours a week. 


THE TELEPHONE INDUSTRY 


Average weekly hours of switchboard operating employees, according to the 
Bureau of Labor Statistics, have varied between 37 and 38 since 1950. The aver- 
age was slightly higher in 1956, 38.3, than in previous years. ‘These averages, 
based on the hours worked by all switchboard operators in the industry, reflect, 
of course, the hours of part-time as well as those of full-time workers (table 10). 

The 1950 census showed 11 percent of telephone employees working more than 
40 hours (table 11). 

CONTRACT CONSTRUCTION 


Exhibit H of the 1955 hearings, page 1787, contains information on hours in 
contract construction. 

Average weekly hours in contract construction, according to the Bureau of 
Labor Statistics, have varied between 37 and 38.7 since 1950, as the following 
data show. They were highest in 1951, 37.9, and in 1956 they amounted to 37.1. 


WOU A. a eee SR i ho ited ci ancete nie 38.7 
SG BS edt oe ow Dot ass. a I re 37.9 
UB 29 0 Bi 26. i as ae ih heated 37.2 
O00 5)3 po) Bok as a 37.7 


LOCAL TRANSIT 


The 1950 census of population reported that nearly 50 percent of workers em- 
ployed on street, railways, and buslines worked over 40 hours a week (table 12). 

The United States Bureau of Labor Statistics data show that average hours 
of work are higher in local transit than in all manufacturing, although they 
have been decreasing somewhat, According to the Bureau, average hours of 
local transit workers were 45.1 in 1953, compared with 40.5 for all manufacturing. 
By 1956, hours in local transit averaged 43.1, compared with 40.5, the same as for 
1953, in all manufacturing (table 13). 

A Bureau of Labor Statistics survey of union wages and hours, as of July 
1955, showed that over 20 percent of the union workers had a standard workweek 
in excess of 40 hours. Twenty-nine percent of the union motormen and con- 
ductors of 2-man cars had a standard 48-hour workweek (table 14). 

A Bureau of Labor Statistics survey, as of July 1956, showed that union seales 
of hours for local transit operating employees were in excess of 40 in 16 of the 
42 large cities for which hour data were obtained. In 7 of these cities union 
agreements provided a 48-hour week, and in 4 cities agreements provided hours 
in excess of 48. 
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SEAMEN 
Data on hours of seamen are contained in exhibit H, pages 1814-1816. 


FISH PROCESSING 


Data on hours in fish processing are contained in exhibit H, page 1826. 


TABLE 1.—Retail trade: Average weekly hours of employees, 1950-56 





Average weekly hours 


Kind of business 








Retail trade (except eating and drinking places), total_.--.-. 38.5 | 39.1 | 39.1 | 39.2 | 39.9] 40.2] 40.5 
General merchandise stores____.-.--------------- iniaalaael 35.0 | 35.3 | 35.4 | 35.1 | 35.9] 36.3] 36.8 
Department stores and general mail-order houses. - - - -- 35.6 | 36.0 | 36.3 | 35.9 | 37.0 | 37.8] 382 
ni I I senses .----| 37.5 | 31.8 | 38.5 | 39.0 | 39.8] 40.1] 40.4 
Automotive and accessories dealers._...-.-....--------- 43.8 | 44.0 | 44.3 | 44.8] 45.2] 45.4] 45.7 
Apparel and accessories stores__.--......---....---.-..--- 34.8 | 35.2 | 35.5 | 35.4] 35.8 | 36.1] 36.5 
Furniture and appliance stores ----........---....--- 42.0 | 42.1 | 42.2 | 42.1 | 42.7 | 43.1 43.5 
Lumber and hardware supply stores_._..-------------- 42.5 | 43.1 | 43.1 | 43.1 | 43.4] 43.6] 43.8 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, hours and earnings. 


TABLE 2.—Retail trade: Distribution of employees, by hours worked, United 
States, 1950 


Percent of employees in— 














Hours worked Food General Motor Lumber 
Retail stores, | merchan-| 5-and- | vehicles | Gasoline| Drug- an 
trade except dise 10-cent | and ac- | service stores | building 
total ! dairy stores stores cessories | stations material 

products retailing retailing 

i cccpctiales te anietrionel 4 6 4 ll 1 4 6 1 
15 to 34__.- ei 10 12 9 12 3 8 16 6 
35 to 39____- =F. 4 2 4 4 1 1 3 2 
isaes~ — 30 24 47 29 24 15 22 39 
41 to 48___ eal 30 28 29 34 | 39 24 31 33 
SE. wena choos 11 13 5 7 20 17 13 13 
60 or more ll 15 2 3 12 31 9 6 

ES 100 100 100 100 | 100 100 100 100 





1 Includes eating and drinking places. 


Source: Computed from Bureau of the Census, census of population, 1950, special reports, industrial 
characteristics. 


TABLE 3.—Percent distribution of wage and salary workers in wholesale and 
retail trade, by hours worked, United States, 1950-55 














Year Under 35 | 35 to 40 hours| Total over 40 
ies csr hs wks Wy ch isan cs bss ens en shark ie 18. 2 38.0 43.8 
1964. Li iiak shRhnh eee es eee nace ae 19. 2 38. 1 | 42.7 
| ee 17.7 36. 0 46. 3 
a a 6 ec chi eek ae ‘ 15.8 34.3 | 50.0 
a SS a cee eceales eee ae aa 14.5 34.1 51.5 
Se tiniiadcnpncaioaniint Wwumenunwlcswalen pcos a ctecntt iusees 14.8 35. 3 50. 0 














Source: Department of Commerce, current population reports, annual reports on the labor force. 
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TasLe 4.—Retail trade: Percent distribution of employees, by hours worked, 
New York State, September 1955 


} 
| 


All workers 


Hours worked 
New York New York Remainder 





State City of State 
Estimated number of workers____- | 801, 300 302, 000 299, 300 
Tetal-(percent)..............-- 100. 0 100. 0 100. 0 
8 Houtsior less. ___- j | 2.9 2.5 3.3 
9-to 16 bours_. : Seas enelie dca oe a 7.0 |} 6.1 8.0 
17 ta 24;hours. _--- a eo eedte - 4 5.5 7.2 
25 to'32 hours... _. : j ul 53 7.4 6.9 
33 to 39 hours : as 12.2 15.2 9.1 
40 hours } . a ; oa 26. 6 30. 4 22.7 
41 to 44;hours_ : sigewdes Daieeurshe ue 9.2 7.3 11.2 
46 to 47 hours. _- ob a | 8.0 6.9 9.2 
48 hours od ; 10.8 11.7 i0.0 
49 hours and over. : an 9.7 | 7.0 12.4 
Median hours’ worked init + ’ 10 z 40 10 
Source: State of New York, Department of Labor, Division of Research and Statistics, Publication No. 
B-86, Wages and Hours, Retail Trade, New York State, 1955, 
TABLE 5.—Year-round hotels: Hours of nonsupervisory employees, 1950—56 
Average 
Year . weekly hours 
etn a ee 
Neen casein ienterst vote nincgpwise mevdemnteale 41.5 
a a cisenapeeunpeeniahiesmiamasenn anus 41.8 
ee eR cehnatbah tenes miiacse aw’ plea Dacbennbeiecs —— Sam 
Neen ee a ceed ee a le pil inGsab asda meni ceciigaian eee 
er tae te calsmnanaimenendicaemnsammeatbomennnonmanthon as cs rare ny 
Ce E  tice cattle crcnernsindisitinictitaistaiie RksastictaanileiwtioniinpenbiReiimcnisin pehiniesaiaewehidlions 43.9 
Source: Department of Labor, Bureau of Labor Statistics, Hours and Earning Series. 
TABLE 6.—Hotels and lodging places: Distribution of employees, by hours 
worked, United States, 1950 
Percent e ; Percent 
Hours worked : of employees | Hours worked—Continued of employees 
as 3 EE ee eae 1] 
0 YE eres 9 I a caries 11 
ae cores 3 —— 
A 27 i |) — ph Sel eon <n. 
0 EL ED CE 36 


Source: Computed from Bureau of the Census, Census of Population, 1950, Special 
Reports, Industrial Characteristics. 


—————Ee 





MINIMUM WAGE PROTECTION 


6'T 
6 ‘OL 
Ig 
0 ‘00T 


00¢ 


JoyIOM 
ja}0y, 
Jo10 


| 





oor | 


‘9961 O}8IG YIOX MON ‘S[9}OH VO A-[TV ‘SINOF Pur sade 


Joy IOM 
vUBUL 


6 
- 
z 
6% 
9'T 


0001 


8 
L 
6 
Z 0S 
b 
8 
£ 


OOT *F 


Qd] AJ0S 
esnoyg 





“OV UTR FY 


WO 





| o» 


; 


DADO? Oe 
‘NSA odd 
= + ond ent 


2 TOO SH OD 





0001 | 


OOL % 


Soqied 








£@ 
| 


0 001 
008 *¢ 
JoyIOM 
Buldoey 


-o9snoy 
JUIO 


‘aig! y40 KR Many “WP “ggel fiswnuvye ‘dnos 


eee ne A 


at, i in 


OF 


g° 


9'F 





0°O0I 


008 ZI 


preul 


OF 





|} 0'O0L 


| 006 ‘t 


IOyIOM 


-Joquivys |} ustoIwy 


sIN 





6 jouoyndng—v0 fig ssayson fo uovyngrsjsip juro1ad 


LDUIO 


Nn 
~ 


STAN 
— aN 
nN 


rN oO + 
~ 
NN 


co-« 
Aié 


Jayvq 
i  ) 
“qoog 


N 












6° 
| 0 '00T 0 ‘001 
| OOF 'F 000 ‘T 
| a ae 
JayIOM | 
; wool | | 
-Sururp | Aogsng | 
IIVIO | | 


Su IY AOM 7]? 





él | OF 
LZ 6% 
zt 9°8 
SE 9°8 

t bt 
¢° L9 
8'L 9 “92 
e+ St 
[ll | 36 01 
19 | £01 
1 ‘3l 1 2 

9 ‘LI 9¢ 
000! 0 001 
C0z ‘I OOF “9 

| 

JOVIVM | SSei 


yanbueg | F-1em 


| a J0ste AA 


ae a 


62 oS 


LZ 





JayIOM 
}; #Wo | 





‘26- “ON WOT} voITGnd ‘soTysTyBIs Puv YOIBaSel JO UOTSTATP ‘10qQ eT Jo JUOUTJIBdOp ‘YIOA 


OF 


0°00! 


009 ‘6¢ 


suo} 
~edno00 


Iv 


---op 
op 

| op 

op 

op 

| op 

| op 

eed 

| op 


op 


|~-gueoled 








op--~ . 





MON JO 9781 :soImM0g 


““"""payIOM SINOY ULIPs|T 


19A0 PUB SINOY GF 
~“sInoy SP 
““sinoy LP 0} PF 
sInoy EF 

“Snoy Zp 0} IF 
sinoy OF 
“--“ginoy 6E 04 Ee 
““"SMoY ZE 0} SZ 
“--"" Sno FZ 03 LT 
SImoy 91 01 6 

SSo] 10 SIMOY § 


“““[RIOL 


|--SJ03.1OM JO JOQuINU peyVUIyIsS|y 


| Poeyiom simoy ALYOO AA 


sjajoy .vali-7)0 Ut paysom sinoy fiyyae44—'L ATAV I], 





52 MINIMUM WAGE PROTECTION 


TABLE 8.—Hotels and motels—Distribution of full-time employees, by weekly 
hours, Ohio, March 1955 











Weekly hours worked Number of Percent of 
employees employees 
1 

(EN CERES (ao reese aianennanpertinect aed poy cane See | 4, 533 100.0 
cen cabetinceoconeendeminbanwnsnnn 37 8 
I sc cecaauasagecrbolooan 81 1.8 
oe, i winerinticineeiausabiinugecapecnensacslace 118 2.6 
lan eiarip cendranierb ew iinninmasbwibaremeitoma we awuerssveenwiie 219 48 
ise achiwelta daub decal busissShentusupponceccsedesee 248 5.5 
I Ee a et ily SnowguinwWeadecoeepimee 393 | 8.7 
ee ee 633 | 14.0 
a ususumihadedacancosmens 289 6.4 
niin inn Reddtnhhtondhnepnennnqnwetas | 369 8.1 
Over 44, eee actuate 433 | 9.6 
Tc call cha inlasincinsnnsipsigeenipipiphe 1, 066 | 23.5 
Seal aap natneia ne cnprrc sn sutenbencceccnennqesiwee 647 14.2 








| 


Median =44.0 
Source: Computed from Ohio Wage-Hour Survey, March 1955, table 1, p. 145 


Taste 9.—Tazicab service—distribution of employees, by hours worked, 
United States, 1950 


Percent Percent 
Hours worked: of employees | Hours worked—Con. of employees 
I 1 I 15 
SE Te ce a ea + I gn 40 
ies 1 —- 
I aaa cca oa ical ratsckeaiannialas = a te 100 
BN acachaecincesscniieeiamieaanede oe 


Source: Computed from Bureau of the Census, Census of Population, 1950, Special 
Reports, Industrial Characteristics. 


TABLE 10.—Annual average weekly hours of telephone employees, 1950-56 


Average weekly hours 
Type of employees 











1956 1955 | 1954 | 1953 1952 1951 1950 
Telephone a hes calcciintinrinire pie 39. 6 39. 6 38.9 38.7 38.5 39. 1 38.9 
Switchboard operating employees-_------- 38.3 37.8 37.0 37.0 37.0 37.7 37.5 
Line construction, installation and main- 
tenance employees - arene male 43.4 43.9 43.0 42.5 42.2 42.8 42.1 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 


TABLE 11.—Telephone (wire and radio)—distribution of employees, by hours 
worked, United States, 1950 


Percent of Percent of 

Hours worked : employees | Hours worked—Continued employees 

SS a See eee 1 I a 2 

i tin Alita laa acini 4 RR ss 1 

int sacialelsebissehiscthinecidsananeceies 7 —— 

a Rl lic, rel De ae 77 I ei h aap cet ateeinicnasietais 100 
I A aN aici iestccepasencinbactersetins & 


Source: Computed from Bureau of the Census, Census of Population, 1950, Special 
Reports, Industrial Characteristics. 
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TABLE 12.—Street railways and buslines: distribution of employees by hours 
worked, United States, 1950 


Percent of Percent of 

Hours worked : employees | Hours worked—Continued employees 

Ie eh 1 er ee 11 

RN, a a Sid eaten 6 0 ee ee 2 ae we ee 6 

BONNE Ws cscs ob been ace heaton 2 — 

cian 42 ea 100 
Bia edi ntevaiteteet njcialipeh emia 32 


Source: Computed from Bureau of the Census, Census of Population, 1950, Special 
Reports, Industrial Characteristics. 


TABLE 18.—Comparison of average weekly hours of production workers in local 
railways and buslines with the average for all manufacturing, 1953-56 


Average weekly hours 





Year } 
Loca] rail- All manu- 
ways and facturing 
buslines 
1966. ....------------- + -- -- 5-4 - + ++ + 5-2-3 + 2 eee - 43.1 | 40.5 
PL ugblUth tana de nddddbddngrbewndbne  &obas dehitn oth bids bhidenckbdabbh 43.1 | 40. 7 
a ill einen cil 43. 2 39.7 
th i iin iii odecnneatahehbohabnie hanes 4a eneR ere snd noose nena sas 45.1 40.5 





Souree: U. S. Department of Labor, Bureau of Labor Statistics. 


TaBLe 14.—Distribution of union local-transit operating employees by standard 
weekly hours, July 1, 1955 











Motormen Elevated 
Weekly hours All workers | Operators of and con- and subway 
l-man buses | ductors of operators 
2-man cars 
Average weekly hours-___._---- eabinenie tai 41.4 41.6 
Total reporting standard hours_._-..-.-....-.-.- 91.9 90.8 
| Sa ears rere dddtlawubinn tedbe as 71.3 68.2 
Over 40 and under 44 hours_-._... -_.--- ae 4.8 5.4 
a irene namien<ouannend 4.0 4.5 
Over 44 and under 48 hours---_- 1 i 
48 hours_-_ 9.9 10.5 
Over 48 hours_.- : ; 1.9 RE Riecenekemine auagian serene 
Percent not reporting standard hours__-_-- 8.1 a ee 








Note.—Because of rounding, sums of individual] items do not necessarily equal totals. 


Source: U. S. Department of Labor, Bureau of Labor Statistics, bulletin No. 1193, Wages and Hours: 
Local-Transit Operating Employees, July 1, 1955, 


THE MINIMUM ADEQUATE BUDGET FOR A SINGLE WOMAN 


Minimum adequate budgets for a self-supporting woman with no dependents 
have been prepared by several of the States in connection with the operation of 
their State minimum-wage laws. The Women’s Bureau of the United States 
Department of Labor has assisted these States in the preparation of the com- 
modity and quantity lists. Neither the Women’s Bureau nor the Bureau of 
Labor Statistics, however, prepares minimum adequate budgets for self-support- 
ing women with no dependents. 

In the 1955 hearings before the Senate subcommittee of the Committee on 
Labor and Public Welfare, reference is made in part 1, pages 69-74, to the 
Bureau of Labor Statistics bulletin 927, Workers’ Budgets in the United States: 
City Families and Single Persons, 1946 and 1947. The section of this bulletin 
on single persons is a summary by the Women’s Bureau of the State budgets 
for single women. 

In the 1955 hearings before the Senate Subcommittee on Labor of the Com- 
mittee on Education and Labor, Mr. Rothman, Solicitor of the Department of 
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Labor referred to the State budgets, explaining their purposes and function 

(pp. 1513) : 

M Various types of budgets have been referred to in the discussion of the 
minimum wage. Budgets developed in connection with the operation of State 
minimum-wage laws bear no direct or uniform relationship to the rates estab- 
lished through wage boards with labor and management representatives thor- 
oughly acquainted with the industrial facts involved. 

“The State minimum budgets differ widely from each other, and from the 
minimum wage rates in the respective States. The budgets are theoretical 
models with differences in composition reflecting the personal judgments of those 
who prepare them, and perhaps differences in the cost of living in different 
States.” 

As Mr. Rothman pointed out the rates established by the wage boards show 
no direct relationship to the rates required to meet the standards established 
by the budgets. These are determined by the economic realities of the particular 
industry, that is the minimum rate its employer can afford to pay. If the rate is 
set above that level it inevitably results in business failures and substantial un- 
employment. 

The $1.15 and $1.28 figures used by Senator Kennedy appear on page 10 of 
the report by Dr. Blum to the Senate subcommittee and are derived from the 
State budgets, as follows: 

“Thirteen States construct minimum budgets for self-supporting women with- 
out dependents. The median amount necessary to maintain a standard as 
defined by various States amounts to about $2,300 a year (March 1956). The 
average hourly earnings needed to earn this amount are equal to $1.15 an 
hour assuming the employee worked 50 weeks at 40 hours a week. Average 
hourly earnings needed equal $1.28 an hour assuming the employee worked 45 
weeks at 40 hours a week and the necessary earnings equal $1.44 an hour 
assuming the employee worked 40 weeks at 40 hours a week.” 

No estimates are available for the number of workers excluded from the act 
who earn less than these amounts. 


INFORMATION RELATING TO THE NUMBER OF EMPLOYEES RECEIVING Less THAN $1 
AN Hour WHo WoULD BE Broucut UNDER THE FLSA py S. 1267, THE Morse 
BILL 


S. 1267 would bring under the act about 9.7 million workers presently ex- 
cluded. To the extent that wage information was available for these groups in 
1955 it was included in exhibit H of the materials submitted by the Department 
to the Senate subcommittee in the 1955 Senate hearings. 

Average hourly earnings have risen since then. The latest annual averages 
published by BLS show the following changes: 














Year 
Industry ae and 
1956 | 1954 
Hotels—year round a $1.03 | $0. 96 
Retail trade _- 1.57 | 1.45 
Local railways and buslines-_-- - | 1.96 | 1.81 
Switchboard operating employees -- - 1. 61 1, 53 
Contract construction - - - jd 2.74 2. 54 


The following may be helpful: 


Retail trade 


Estimated average hourly earnings in various kinds of retail trade appear 
in exhibit H, on page 1798. Also shown there are the estimated number and 
percentage of workers, for all multi-State retail establishments combined who 
were paid less than $1. Since then earnings have risen in the various branches 
of retail trade. The increases are shown in table 1. 

In New York, in September 1955, 17 percent of store employees were earning 
less than $1 an hour (table 2). In Ohio, in March 1955, 45 percent of the 
employees in retail trade had earnings below that amount (table 3). New Jer- 
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sey reported 9 percent of male employees and 35 percent of women employees. 
in retail trade earning less than $1'an hour in 1954. | 


Hotels (see exhibit H, pp. 1799-1800) 


The New York State survey made in January 1956 showed median hourly 
earnings in year-round hotels to be $1.16, excluding tips and perquisites (table 
4). This was 16 percent higher than hourly earnings in April 1953 when the 
previous study was made. However, 29 percent of the workers were being paid 
less than $1 an hour. 

Hotels in Ohio, according to an Ohio wage-hour survey made in March 1955, 
paid median hourly earnings of 89 cents to men and 84 cents to women. ' Ap- 
proximately two-fifths of all workers earned less than 80 cents an hour. 


Switchboard operators (see table C-8, p. 1635, 1955 hearings) 


The Bureau of Labor Statistics and the Federal Communications Commission 
in its report on earnings of communications workers, October 1955, stated that 
women switchboard operators averaged $1.49 an hour and that, in addition, 
43.000 women employed as operator-trainees averaged $1.17 an hour. Average 
earnings of experienced switchboard operators were substantially higher in 
companies of the Bell System than in the non-Bell System, $1.51 as compared 
with $1.14. ‘Twenty percent of the experienced switchboard operators in the 
non-Bell class A telephone carriers were paid less than a dollar (table 5).: In 
this group, 81 percent of operators in training were paid under $1 per hour. 


Construction 
Wage rates of construction workers appear in an exhibit of the 1955 hearings, 
on page 1787. 
Seamen 
Data.on wages of seamen are given in an exhibit, on page 1812. 
Logging 
Wages in logging are given in an exhibit, on pages 1821—1822. 
Agricultural handling and processing 


Straight-time average hourly earnings of employees in selected establishments 
engaged in processing farm products, in 1952, are given in exhibit H, page 1829. 
These data were based on a special survey made by Wage and Hour and Public 
Contracts Divisions, which is described in the exhibit. 


Agriculture 


The attached issue of Farm Labor (January 10, 1957) published by the 
Department of Agriculture contains the most recent data on the level of farm 
earnings, by State and region. 


TABLE 1.—Retail trade: Average hourly earnings in selected kinds of business, 








1954-56 
a Year 
Kind of business — 
en 
| 1956 1955 1954 
—_—_ Se —_ — - ! a 
All retail trade j $1. 57 | $1. 50 $1.45 
General merchandise stores 1, 24 | 1.18 | 1.15 
Department stores and general mail-order stores. _- 1.37 1.32 1. 29 
Food and liquor stores 3 1. ¢ 1. 63 1. 58 
Automotive and accessories dealers _ . 1. 86 1.81 1. 68 
\pparel and accessories stores 1.37 1. 33 | 1. 31 
Furniture and appliance stores. - , : 1. 65 | 1. 59 | i. 51 
Lumber and hardware supply stores Neg 1.71 | 1. 62 | 1.56 
‘ 


Source: Bureau of Labor Statistics, Employment and Earnings, table C-1. 
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TABLE 2.—Retail trade: Percent distribution of workers, by average hourly 
earnings, New York State, September 1955 











All workers 
Hourly earnings 
New York New York Remainder 
State City of State 

Estimated number of workers. --..........-..--.------.---.-- 601, 300 302, 000 299, 300 
EE, teh eiibretariveeopepiitentig tp tute trots eth 100.0 100.0 100.0 
| Res er ae er eee eee ol f 2 
ee oc eas ee acgae eas coenegeus 4 1 7 
EET TO GUMNS.. . ob bod a ine ecewtbe ges dqte 1.8 3 3.3 
BI tek heen ridhitons mop heen’ 3.8 2.4 5.2 
80 and mnder 85 cents___-_......-. 5 inne edited oae 3.0 1.9 4.2 
Spee er WO UIIEB. A 6 ons oe ee ke R 2.7 1.6 3.9 
NS, Biron os sien onc da bb < be ~ denen none 30 2.3 3.7 
to cere cine ween ave aati 2.1 1.9 2.3 
ee en piowsescesumedese : 11.5 9.8 13.2 
SI, Sell. ek SO. ol eda inl 7.6 7.3 8.0 
$1.20 and under $1.30._..._..........-.. ‘ 4 scaaiiedl 10.0 10.3 9.7 
Dae Geer etee..............-..--- saath ; 6.6 7.4 5.8 
$1.40 and under $1.50___.____- MS TiGih a Te 5.0 5.4 4.6 
$1.50 and under $1.75__._..._..~-- Wb tiles onthe 13.1 13.8 12.2 
$1.75 and under $2_.__...--- OR See <al 95 11.0 7.9 
Se se Sepeetsrnanmnedenbncceneccesenccnmses oes 19.8 24.4 15.1 
Median hourly earnings. --.........--.....-.--.--. ; nie ian $1. 36 $1. 49 $1. 2% 








Source’ State of New York, Department of Labor, Division of Research and Statistics, Publication No. 
B-86, Wages and Hours, Retail Trade, New York State, 1955. 


TaBLe 3.—Retail trade: Distribution of employees by average hourly earnings, 
Ohio, 1955 











| 
| Number | Percent } | Number | Percent 
Hourly earnings | ofem- ofem- || Hourly earnings | of em- of em- 

ployees ployees ployees | ployees 
$0.20 to $0.39___ 50 0.2 || $1.80 to $1.99._._._...--. sebus 1, 027 3.4 
$0.40 to $0.59 __- 655 2.2 || $2.00 to $2.19 ci 826 2.7 
$0.60 to $0.79__- 5, 197 17.1 $2.20 to $2.39 . . 462 L5 
$0:80 to $0.99 __ Ssgiileads 7, 806 25.6 || $2.40 to $2.59 280 9 
Gee ela... ..Jj........ 6, 353 20.9 || $2.60 to $2.79 187 .6 
$1.20:to $1.39_...___. - | 3, 346 11.0 || $2.80 to $2.99 333 L.1 
$1.40 to $1.59___ : | 2, 264 7.4 || $3 and over-- 117 4 
eI a ak 1, 542 5.1 
NII 8.20.2 oe oes coda wane been bauctdabbscbuct se csnéscocccsue ten babihed ——s 7 
eae ode ee ctcncdacdebheenesena qsasneessoousases -- $1.05 


Source: C seit from Ohio Wage-Hour Survey, March 1955, table 5, p. 86. 
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TaBLy 5.—Class A telephone companies: Number of switchboard operators and 
the proportions earning less than $1 an hour, October 1955 











' 
Switchboard operators |. Number of | Percent earn- 
operators. | ing under $1 
a _ ae — |_—_—_—_—— 
Experienced: | 
Bell telephone. _-_--..-- - : 4 155, 840 0.4 
Non-Bell telephone-.- PUB . ; | 6, 215 20.1 
Operators in training: | 
Bell telephone Sedbwess , ; es 42, 270 | 7.7 
Non-Bell telephone--_--_----...-.-- f 1.0 
' 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, in cooperation with the Federal Com- 
munications Commission, Earnings of Communications Workers, October 19565. 


State minimum wage laws and orders: Provision for overtime pay in retail 
trade, April 1957 

















State | Effective date | Overtime rate Regular hours 

- —— — “| {——— —_ — — = 
Oeltiernis.......%.....)....4..-... -| Aug.. 1,1952 | 114 regular rate.........2.. 8 hours, 6 days. 
SS Se ee Ph Ue SlhULP oe Pe eS eee: i 
SIR, tl wnonhbonnedamempewe ns ae 44 hours. 
District of Columbia_------.-.-.-- May 25, 1953 | 85 cents per hour -.~ --_.-- | Do. 
Me oi ec ot | May 27,1947 | 1% minimum rate_........| 48 hours. 
New Jersey !_-2----- Cnet thntcmencilh | Oct. 9,1956 | 14 regular rate.....--.-.- "| Do? 
in Binion Riaairn aie Feb. 15,1957 | 14% minimum rate..__._.-_.| 40 hours, in zone 1; 45 

| } | hours in zone 2. 

Nevada... ....<......|-......._..__] Mar. 28; 1055 } 134 regular rate... -...-..- .| 48 hours. 
Oregon --.-.-..,2-----.--.--------..| May ~°6,1952'} 14 minimum rate-.-..---. 8 hours; 44 hours a week. 
SE Eh cinteidpotpeitowenede Oct. 1,1956 | 95 cents per hour_-....-.-~. 44 hours, 


- i a 





1 The New Jersey order is currently subject to a court restraining order. 

245 hours after July 1, 1957; 40 hours after Jan, 1, 1958. 

3 Zone 1 comprises all cities of over 10,000 population, as well as Westchester, Nassau, and Suffolk Counties. 
Zone 2 comprises the rest of the State. 


Source: Prepared by the Department of Labor, Wage, and Hour Division, based on materials of Bureau 
of Labor Standards and Women’s Bureau. 





——E 


eer 


& 
um 


MINIMUM WAGE PROTECTION 


“nealing S,usuI0M pus SplepuLig Joqe’y jo 
NveiNg Jo S[Bl10}wU UO peseq ‘IOTSTAIC IMO pus 938M ‘1oqe’] Jo yueuljredeq :eomno0g 


“10 MOSTO ZIF ‘I0A0 IO NOG'Z JO WOTJBTNdod YITA SoT}T9 UT HOoM MOY-FE B OJ CTS ¢ 


‘od 
‘aynyeig 


‘od 

‘od 

‘od 

‘od 

‘od 

od 
‘OPIO 938M 


‘oynyeig 
“JOPIO VBB AL 


‘od 
‘od 
‘oIngerg 
‘od 
‘JOpsO 3B. 
*aqN4BIS 
od 
"od 


“od 
‘od 


‘IIPIO 938M 


-Aq 


PoYSt[qByIso o78Yy joer dAT}009 4 | 





£6 
ST6I 


996T 
6F6L 
2961 
TS61 
661 
L¥6I 
P61 


ge6r 
996T 


9g6r 
gc6l 
Soé6rt 
LS61 
L961 
Sg6I 
E961 | 
Ic6T 


9961 
ZS61 | 


sot | 


UOISTAOL 
qsaqey jo | 





“ABP INOY-g UB 1OJ CST$ x 
-» "JOGT *g “ABI OATPOOTJO ‘NOY UB SzUGO Gg 10 Oe Tes 0} 03 [[TA 0981 SIG, 
yiom Avur yoy ‘voTe—ndod QOg UBYI Sse] JO SUMO™ UT 4K 


9@0X9) 490. 


PI JOAO USTIO A 
“""“SJOUJI O[VUIA] PUB UUIO AA 


--op---- 
--=-9p="- 
“"“SIOUTUL PUB TOTO A, 
“~""SIOUTUL O[BUIOJ PUB UQUIO AA 


ee SIOUTU Puv WOUIO AA 
““““gIOUJUI I[BUleJ PUB TOUTO A, 


——o Te ee 
“ooo e=="""<SIOUTU PUB UTIO AA 
*SIOYIOM O1OUL 10 F WITM 
sroAoitduia Aq peoAoduis [TV 
2s. Sop ee suosied [,V 
~-“SJOUTUI O[BUI9J PUB USUIO 
SIOUJU PUB TOTO 
ao Sa *-7"@p<s 
suosied {TV 
“""""="""SIOUTUL PUB TIOUIO 
Em “~~~ gsuosied [TV 


op” 
~--""SIOUTU PUB UDUIO.A 


suosied [TV 


o7e1 03 oo[qns seoAo[durgy 


--9p----- 


*(smoy #¢ *SIOYIOM HOO'OT PeteAOO 37 


M INOY-SF 10J GZ*ET$ 9 





aes tenes Sen .... * aieeritees: ft 
ewes Ses oe, ee ae ee i91 
far ts a woyeindog |--">~-----*""--- OL 03 0¢ 
Sete thos rt | eet ne tre ae 
oa se es Mee er eek ce era 
io tt Ne eg nana anananmanones 9 6h 93 EF 
ot Chet. a we ee 
we SY ree tay ees uorerndog |~~>~-~~--"----""Og 03 OF 
yooMYyIOM Uy SIMOY JO JaquInN. |---" ~~" To * + £2 03 oC 
ss *t). i. {<_< << oo oe 
Peas eYoe ey, “mega |" “-------=" “08 03 99 
A OS eee a enh nbahechee ae ateenn operates eieka 06 
io sth)? ie oe ee aie; ek ee se “""¢L 
erin sf Se eo ek. eee. ef ": 418 
oC see hae neon uoneindog |-~-7-~-"-"-"~"--¢g 03 OZ 
eae ob wan n anne nace nne seine a) eee en ee nen n ne 9g 
(eee af ee fe ee a) ek Pe 2k ee GL 
YooMYIOM UT SMOY JO JaquINN |--- ~~~" £8 03 oz 
er ay et ee eee hk oe ek ke 
“ULOT}BIOT 
pus uonrvindod uo peseq souoz |-~-~--------~ 08 03 09 
ao oe ae se ee ee ee er eS GL 
“UOT IVOOT 
pus woyysindod ue peseq seuoz ||-~~~-~--------~ OOT 03 06 


asuBl JO sisBg (83190) 9383] 


*Surpued st jeoddy 
0G} 1Nq seeAO[dulp []v 10} 8}U90 Gy JO WINUITUTU A10jN{BIS B peIdope (¢ggl) OOTXOPY MON 1 








*J9PIO POUTSI}SEI 4.100 B 0} YOOfQNS S] OSET UT PoYsT[qeyse o1vI1 I$ OULL ¢ 


"HOOM INOY-Sf 10 -Zh 10} OF'9TS + 

*SIOUJUL JOJ SJUW9O CL ¢ 

*“YOOM INOY-OF 01 -9 105 OFF ¢ 
*[BUOTINIFISUOOUN 3] PUNO} 41N09 JOMOT 


ejoyVeq yng 
susuBvyly 

7$}U90 OG UBT} SSa’T 
“UJSUOOST A 
aa ee Se ee UOPSUTYSE MA 
u0Z01O 
BjOYwC YON 
~-A9SIOf MON 
~---Ayonjuey 
: BuozIVy 

:$JU90 CL 0} 0S 
BUTAIOS A 
nn get ae qein 


‘OO oes OK Ra ees =: puv[s] epoyy 
Rave re elysdulvy MON 
BPBAON 
meat Se eee | eee ae ee eOSsoUUT AL 
ee S}JOSNYIVsse 
oyspl 
VIQUINIOD Jo 49113SICG 
ari am | aa 


7 ee a OpBl0joD 
rhe tor see Se ee Le ee BIUIOJ[VD 
1 :S}U9O 66 0} OL 


pete eee een Teer POR Raer er etn tone eee 
19981 T$ 








$2}84g 





L¢6]1 ‘G1 “qayq ‘pasinbas aos ysaybry 0] burpsoaon padno.B ‘aynigy fig apo. 710324 03 Burhjddny suapio pun smn) abom wnwiurwm aig 


rd 














60 MINIMUM WAGE PROTECTION 


State minimum wage laws and orders applying to service trade, which became 
effective during 1947-57, by industry and State 





All services, generally ! 
States having coverage in 





service trade Employees covered 
Yearef-| Statutory or Rate? Basis of 
fective wage order range 
DN a, sinntredtinwimatnc CT RS SY Pe ee ae ee ee 
i ng, a ea, ian saris tits tngtonenncemealeane ake eicaeetiemaiateig eal shinee teint a 
SR ile che bccesenleowsd iN iilatite vnlichonvisceininieineeil maiatelnedbiiemiains icin ake ty eet wd 
Connecticut_-__.........--- ethan tminiand 1952 | Statutory. -__.. 75 





Connecticut - (8) 

District of Columbia... (8) 

es ceria east bnlpidbecieninentniay (19) 

IT. ..0idiRbinduutlencgsqaced (8) 
Massachusetts_........- (8) 
Minnesota.............- (8) 
ee (10) 

New Hampshire........ 75 

Now Jae . -<upee<ee-ey (8) 
SD en innate cateeeelieinnntinelliecip aenantiereneel~ansmecolergoesascee= 

New Wath... cmsqscecccs 13 80-100 | Number of hours 

worked. 

North Dakota. -........- (8) 

I Minnsceeliatcpecbaliveatedened (4) 

ee (8) 
Pema F VON. hoc c on e]oces acces (8) 

Rinse eG ain pec cloocsoseces (10) 

arcs alia 75-80 | Zones 
Washington...........- Q 
I 
WB accented epecpdavcsoseges (19) 





See footnotes on page 63. 
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State minimum wage laws and orders applying to service trade, which became 





States having 
coverage in 








service trades 
Year 
Dn sattiinencenmciincemamncnsn aden 
UU 1952 
Colorado..........----| 1956 
Connecticut _-.-....... = 
Distrietof Columbia..| 1955 
RR x2 
Kentucky - ---.---- ..-| 1954 
Massachusetts... ....- 1957 
Minnesota... -..-...---- seit 
ts. «ccedqsesed itl a 
New Hampshire ----- 1952 
cinch ceneaks aban 
New Mexico ¢.........]..-..-.- 
New York.......-...- 1954 
North Dakota-._-..-- 1956 
eee 1956 
Nastia esteidhe 1956 
Pennsylvania.__---._- 1947 
ND ct ante aie 
la. ncn egatiy 1956 
ashington __.__.___. 1950 
Wisconsin - - . ictnibeodk 
NE ins wtminnnvt tp asan ees 





See footnotes on page 63. 


89646—57——_6 








Rate ? 


Zones and occupation _ . 
number 


17 45-75 
18 §5-58 


55-70 

$75 

19 29-39 
(1°) 


Hotels, restaurants, and other ‘“‘public house- 
keeping”’ 2 (excludes restaurants only where 
given separately in next column) 


Basis of range 


oe = 


-Oceupation and. number 


of hours worked. 


Occupation an 
of hours worked. 
Occupation 


effective during 1947-57, by industry and State—Continued 





Restaurants only (where covered 
separately from hotels) 











Year Rate? | Basis of range 
__-| 1950 “40-50 | Occupation. 
.--| 1956 1! 66-100 Do. 
_| 1953 | 52-75 Do. 
.--| 1956 | 70-75 | Zones, 
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PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


THURSDAY, FEBRUARY 28, 1957 


Unrrep States SENATE, 
SUBCOMMITTEE ON Labor OF THE 
ComMITTEE ON Lazor AND Pusitic WELFARE, 
Washington, D.C. 

The subcommittee met pursuant to recess, at 10: 05 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator John F. 
Kennedy, chairman of the subcommittee, presiding. 

Present: Senators Kennedy, Purtell, and Ailott. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, as- 
sistant chief clerk, John S. Forsythe, general counsel, and Michael 
J. Bernstein, professional staff member. 

Senator Kennepy. The subcommittee will come to order. 

Our first witness this morning will be Eugene B. Sydnor, Jr., 
president, Southern Department Stores, Inc., Richmond, Va., who 
will be speaking for the United States Chamber of Commerce. 

I will say to the subcommittee that Mr. Sydnor in addition to 
representing the United States Chamber of Commerce is also a dis- 
tinguished and valuable member of the State Senate of the State 
of Virginia; Senator Byrd called me this morning and told me 
about Senator Sydnor and I told Senator Byrd that the subcom- 
mittee would be very glad to hear him and we appreciated his com- 
ing to testify before us. 

Will you proceed, Mr. Sydnor? 


STATEMENT OF EUGENE B. SYDNOR, JR., PRESIDENT, SOUTHERN 
DEPARTMENT STORES, INC., RICHMOND, VA.; ACCOMPANIED BY 
WILLIAM B. BARTON, GENERAL COUNSEL, UNITED STATES 
CHAMBER OF COMMERCE; AND R. HILTON DAVIS, MANAGER, 


DOMESTIC DISTRIBUTION, UNITED STATES CHAMBER OF COM- 
MERCE 


Mr. Sypnor. Mr. Chairman and gentlemen of the committee, my 
name is Eugene B. Sydnor, Jr. I am a retailer and president of 
Southern Department Stores, Inc., a group of small department 
stores in Virginia, North Carolina, and South Carolina. As Sena- 
tor Kennedy has been kind enough to mention, I happen to be also 


a member of the Virginia State Senate representing the city of 
Richmond. 


65 








66 MINIMUM WAGE PROTECTION 


I appear here today as spokesman for the Chamber of Commerce 
of the United States, which is an organization of some 3,800 cham- 
bers of commerce and trade and professional associations which have 
a membership of more than 2 million businessmen. 

With me today at the table are Mr. William B. Barton, general 
counsel of the United States Chamber of Commerce on my left and 
Mr. R. Hilton Davis, the manager of the domestic distribution depart- 
ment on my right. 

Members of the national chamber have expressed the belief that the 
Fair Labor Standards Act should be limited in coverage to employees 
engaged in interstate commerce, or in the production of goods for 
commerce. 

Also, it should specifically exempt those industries and retail and 
service businesses which are essentially local in character and any 
others to which application of the act would be inequitable and unjust. 

With those principles in mind, I want to present the chamber’s 
opposition to proposals to broaden the basic coverage of the act, and 
narrow or remove certain exemptions, such as that for retail and service 
employees. 

The chamber believes either of these changes would work against 
the very humanitarian aims they are intended to further. 

Like everybody else, businessmen would like to see people receive 
higher real wages—the higher, the better. 

But while there is a problem of low paid people, there is disagree- 
ment as to the causes of the problem. 

Some think the cause of low wages is the unwillingness of manage- 
ment and proprietors to pay higher wages. They think we are able 
to pay, but will not pay as a matter of choice. 

Believing this to be the cause, they propose what seems to be a 
simple solution: Have Congress pass a law making these businessiien 
pay higher wages. 

This overlooks the real facts of the situation. 

Realistically, the businessman, the manager, is always in the posi- 
tion of adjusting to the demands of five publics: (1) the demand of 
his customers for quality merchandise at a price they will pay, (2) the 
demands of his employees for wages, (3) the demand of his suppliers 
for payment on raw materials or goods for resale, (4) the demands of 
his stockholders or other sources of capital for a yield on their money, 
and (5) the demands of government which considers a business sume- 
thing to be taxed and regulated. 

He must somehow strike a balance that will satisfy all five publics. 
If he fails to satisfy even one of the five groups, he is out of business. 

Under the pressure to resolve demands from these five sources, the 
manager must insist that each employee pull his own weight 

Those who can’t pull as much weight as others simply cannot be 
paid as much. 

This then is the real cause of low pay—low productivity. 

The solution is to be found in efforts to raise productivity—through 
better technical training in selling, bookkeeping, display, knowledge 
of merchandise, etc.—by efforts to find other and better techniques of 
store operation, of handling customer flow and handling merchandise 
so that some stores can produce a larger volume of business per em- 
ployee. 
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The productivity of workers has increased in the past, and it will 
continue to increase in the future—paving the way for higher wages. 

Meanwhile, though, the person of low productivity continues to 
work for what he can earn. He is not barred from a job because he 
may not be able to produce the higher income necessary to pay him 
a higher wage. Minimum wage laws in my opinion can deny job 
opportunities to workers who cannot earn the legal minimum wage. 

Raising productivity by better training and by the continuing de- 
velopment of more efficient business practices has these advantages: 

1, It treats causes (low productivity )—not symptoms (low wages). 

2. It will not add to inflationary forces. 

3. It will not put anyone out of business. 

4. It does not require a Federal law. 

I might add here the added cost involved in this extension of the 
Federal law when many people are concerned about the high budget 
which has already been presented to the Congress. 

5. It is fair to all groups on an equal basis, favoring none at the 
expense of others. 

The basic coverage of the Fair Labor Standards Act as outlined in 
section 2, appears to be consistent with our federal system of govern- 
ment. It should be preserved as now written. Should the law he ex- 
tended to cover all employees of employers whose businesses affect 
interstate commerce, the Federal power would be extended to the full 
limit imposed by the Constitution, thereby completely nullifying State 
authority in another area. 

Coverage of the law under such terminology would compare to the 
jurisdiction encompassed by the National Labor Relations Act, and 
would carry with it the same difficulties that have been experienced by 
the National Labor Relations Board in its attempt to administer that 
act. 
After 22 years, the Board is still undecided as to exactly what limits 
it should impose on itself in the exercise of its jurisdiction. The only 
consistency throughout the 22 years has been the Board’s forthright 
admission of the impossibility of administering the act in this vast area. 

For instance, the Board’s 1950 annual report says: 

One of the major problems confronting the Board from time to time since its 
establishment in 1935 has been the extent to which it should assert its jurisdic- 
tion * * * For many years, the question of where to draw the line necessarily 
turned upon the facts of each case as it came before the Board for decision * * * 
The time has come, we believe, when experience warrants the establishment and 
announcement of certain standards which will better clarify and define where 
the difficult line can best be drawn. 

The 1955 Annual Report of the Wage and Hour and Public Con- 
tracts Division of the Department of Labor points to the difficulties 
even now encountered in investigating establishments covered by the 
Fair Labor Standards Act. 

In fiseal 1955, the Division was able to investigate less than 5 per- 
cent of the estimated 800,000 covered establishments. In more than 
55 percent of those establishments investigated, violations were un- 
covered—mostly violations concerned with overtime requirements. 

These facts prompt these questions : 

1. If coverage of the law is extended to the limits of constitutional 
power, what happens to those firms that fall in the category where 
the Department of Labor does not act, and the State cannot act when 
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necessary because of Federal preemption? After 22 years of ex- 
perience under the National Labor Relations Act, this question still 
remains unanswered. 

2. Is the Wage and Hour Administrator to be given authority to 
set arbitrary standards as to where the law will be enforced and where 
it will not be enforced? Will this decision “turn upon the facts of 
each case as it comes before” the Administrator? Will the Depart- 
ment of Labor flounder for 15 years, as did the National Labor Rela- 
tions Board, before any semblance of a line can be drawn? 

3. Will the 800 investigators now authorized for the Wage and 
Hour Division be increased to several thousand, creating thereby a 
vastly larger Federal payroll ? 

The large percentage of violations now found during investigations 
by the Wage and Hour Division points to the need for more stability 
in the law, rather than drastic changes in coverage that will take 
years to settle. 

The exemptions contained in the act were established by Congress 
because of the conditions peculiar to each group exempted. Those spe- 
cial conditions, most of which were recognized in 1938—even before 
we had any experience with a general minimum wage law—and all of 
which were reaflirmed in 1949, remain entirely relevant today. 

Generally speaking, these exemptions involve one or more of the fol- 
lowing considerations: 

(1) Firms qualifying for the exemption are small and local busi- 
nesses whose activities have little or no impact on interstate commerce. 

(2) Employees who qualify for the exemption are involved in work 
of a kind which makes it impossible for the employer to know or 
have control over the number of hours which they work. 

(3) The work is of a highly seasonal nature, which requires em- 
ployment for long hours at straight time pay during particular times 
of the year. 

(4) The employee’s work is so unproductive that it is not feasible 
for the employer to pay the minimum wage. 

The national chamber favors all of the present exemptions. 

The “area of production” exemption—section 13 (a) (10)—should 
be broadened to include all agricultural processing. Currently this 
exemption places firms in localities of over 2,500 population at a com- 
petitive disadvantage. It should be revised so as to remove the dis- 
criminatory concept of “area of production”—and to remove the need 
for administrative definition. 

Also, it would be good judgment to exempt from coverage workers 
covered by agreements made as a result of collective bargaining by 
representatives of employees certified by the National Labor Rela- 
tions Board. 

Union contracts prevail in relatively high wage industries anyway 
and provide more liberal terms than the act requires. 

This exemption would relieve the employer of a technical violation 
which could occur, for example, when a union contract calls for flat- 
rate pay, under special circumstances, for more than 40 hours a week. 

This arrangement may be more beneficial to the employees than 
would be strict observance of the law; yet it would be a technical viola- 
tion for the employer. This type of exemption also could serve to re- 
duce compliance and enforcement expenses of the Wage and Hour 
Division. 
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In addition there should be a specific exemption for rural home- 
workers, such as that proposed by Senator Smith in S. 1160. 

A good example of the need for this occurred just before Christmas. 

The manager of a 54-year-old Christmas wreath firm in Delaware 
told wage-hour officials he was going out of business because it had 
been ruled that the holly wreath makers—most of them farmers and 
their families who do the work in their homes on more or less a “spare 
time” basis—must be paid the dollar minimum. 

Obviously this firm has no way of knowing when and how long 
these people work, nor is it known whether the children in the fam- 
ilies occasionally help with the work. In connection with this case, 
Wage-Hour Administrator Newell Brown reportedly said, “Few laws 
accomplish complete equity under all circumstances. This appears 
to me as an individual as a case in which the Fair Labor emits 
Act produces a result something short of equitable.” 

A new exemption as proposed would correct this. 

Now, I would like to talk specifically about the retail and service 
exemptions—about why these exemptions should not be narrowed or 
removed. 

Retail and service businesses are essentially local in character— 
regardless of the store’s sales volume or whether it is independently 
or chain owned. The business takes place at the local level—and 
wages depend upon conditions in the local area. 

If there must be regulation of retail and service wages, then it 
should be the concern of State and local governments. This permits 
the establishment of wage levels that take into account actual eco- 
nomic needs and living conditions within a State, and there is less 
danger of setting a wage level that would lead to disemployment. 

Proposals for extending coverage of the Federal law so far involve 
only one minimum wage level—a uniform wage for the entire coun- 
try. Obviously this ignores the fact that needs and living conditions 
do vary—not only among the States but also among the towns and 
cities within a single State. 

During the House committee hearings last July, even the represent- 
atives of the Retail Clerks International Association, AFL-CIO, said 
their organized members have different wage levels in different areas— 
that the rate is lower than a dollar in some areas where asking a mer- 
chant to pay a dollar an hour would place him in a “competitively dis- 
advantageous position.” 

The Fair Labor Standards Act was never designed to apply to re- 
tail and service employees. The application of it to those industries 
will be attended by such problems as these : 

First, the 40-hour week would be hard to apply. Although the De- 
partment of Labor reports that retail employees worked an average 
week of 39 hours in 1955—a lower average than any other nonagri- 
cultural industry except contract construction—this figure includes 
part-time employees. Thus some full-time employees would work 
longer than 40 hours. For example, Bureau of the Census figures 
show that 41.9 percent of retail and wholesale workers and 31,3 per- 
cent of service employees worked 41 hours or more a week in 1955. 

Retail and service firms cannot enjoy assembly-line techniques that 
assure a smooth, controlled flow of customers throughout the store, 
hour after hour, every working day in the year. 
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Customers have their own ideas about when it’s convenient to shop 
and they spend their money in stores that make it easy and convenient 
for them. This sometimes means more than a 40-hour week. 

Second, consider the matter of overtime pay. Special bonuses, com- 
missions and other unique forms of compensation prevail throughout 
large sections of the distribution industry. The difficulty of com- 
puting the exact: rate of pay and of assuring that overtime pay is 
equivalent to time and a half of straight-time pay would be extremely 
difficult. 

Third, recordkeeping would be a very large problem. 

Coverage under the act requires voluminous bookkeeping which 
would have a nuisance impact on retail and service businessmen— 
as well as an economic impact. Existing regulations require that 
17 separate records must be kept for each employee for 3 years—and 
7 other sets must be preserved for 2 years. 

There also are additional requirements as to how these records must 
be kept. For retail and service firms, compliance e would be extremely 
difficult, particularly in view of the various forms of compensation 
paid employees. 

It is our firm conviction that extension of coverage of the minimum 

wage law to retail and service employees will have an inflationary 
impact upon the Nation’s economy. 

Present proposals to extend the coverage are particularly untimely 
in view of the many admonitions of President Eisenhower and others 
since the first of the year regarding the present dangers of inflation 
and the need for both labor and management to hold down rising wages 
and prices. 


In his economic report, President Eisenhower indicated great con- 
cern over the problem of inflation, especially over the fact that, in 
1956— 

High costs of raw materials and wage increases that tended to outrun the 
year’s small gain in productivity were pervasive factors making for higher 
prices. 


The President further stated : 


When production and employment are high wage and price increases in im- 
portant industries can create upward pressures on costs and prices generally. * * * 

The fact is that retail and service businesses for some time have been 
feeling the pressure of rising costs—both of wages and goods. 

In retailing, hourly earnings already are increasing at a faster rate 
than is productivity. In the period 1948-56, real average hourly earn- 
ings increased at a rate of 3.1 percent per year, whereas output per man- 
hour in retailing (adjusted for price changes) increased at a rate of 
only 2.5 percent per year in the same period. 

In addition to the factor of rising wage costs, the retailing industry 
has been paying more for goods supplied to it by manufacturers and 
wholesalers who have been passing some of their increased costs on 
to the retailers in the form of higher prices. 

Wholesale prices increased 5 “percent between December, 1955 and 
January 1957. 

In 1956 retail prices began to spiral—under the pressure from these 
increased costs. 
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Between December 1955 and November 1956 the Department of 
Commerce Index of Retail Prices rose 2.8 percent. And in the same 
11 months, the Consumer Price Index rose 2.7 percent. 

Any further increase in costs—in the form of legislated wage in- 
creases—wil] make it necessary for the retail and service businesses to 
raise prices to customers, shah obviously would be inflationary. 

As I will show later retail profits are too low to absorb added costs 
that are not compensated by increased productivity. 

Of course if consumers resist further price increases the retailer will 
have to maintain a stable cost level by laying off marginal employees 
and eliminating services that many customers automatically have 
grown to expect. Such measures would not foster good relationships 
with customers. 

Even though present proposals indicate that coverage would be 
extended only toa certain segment of the retail and service industries— 
the large companies—there would be a tendency for the coverage to 
be.felt also by the same smaller companies. 

This would be accomplished because noncovered businesses will be 
competing in a local labor market with covered businesses that will be 
paying higher wages. This means that the noncovered businesses 
may also have to raise the wages of their employees to retain the type 
of employees they need. 

And if the small, nonecovered stores cannot or do not raise their 
wages, then they must face two alternatives: (1) Operating with sub- 
standard help, or (2) operating with fewer employees. 

Under either alternative the result would be less operating effi- 
clency—and a weakened competitive position for the small stores. 

Because of this situation it is our firm belief that extension of cover- 
age would be harmful to the small retail and service businessman. 

In this connection Max Greenberg, president of the Retail, Whole- 
sale, and Department Store Union, AFL-CIO, told this subcommittee 
in 1956 that extension of coverage to large retail establishments was 
needed because they are paying lower wages and that such extension 
would help bring them in line with the small stores which are paying 
higher wages. 

He said that- 





* * * extension of coverage to the retail industry would be an act in defense 
of the interests of the smaller retailer. 

Mr. Greenberg said the hourly wage for all retail employees is 
greater than that for department and general merchandise stores— 
* * * because of the impact of the stores which we have been hearing so much 


about, the alleged small stores. To the best of our knowledge the wages paid in 
these (small) stores tend to lift the total average because the wages are much 


higher. 

However the truth of the matter is that larger retail stores are 
paying higher wages than smaller stores. Here are estimates of 
average hourly earnings in retailing, based on the 1954 census of 
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business (workweek ended nearest November 15, 1954) and also 
Bureau of Labor Statistics figures for November 1954: 


Average Estimated 
weekly wage; hourly rate 











Sales size of store: 


Eh eh ob aeeate hen guadguandasssceneskbesentendmndue nam $62. 50 $1. 69 
$50,000 to $499,000__....__-_--__--_ Dt SN Ne eR 54. 92 1.42 
icin kttede eweeceasancanes Mit saegenicnstecainasdsoasen 40. 00 1.03 


More specifically compare the weekly and hourly wage rates of the 
following large and small categories of retail stores: 





Average Estimated 
weekly wage | hourly rate 








I din ccinnyainetnnegmmncens dpinernnranpmaninbin® tecooie $70. 60 $ 


1. 82 
SS SEE LE ES TPL ES Foe PTO 8S Te oe 65. 81 1.70 
I a lithe cians on 38. 07 - 8 
SR oo iliia Shi nt cia nknh oc aicdbce ieushhedwohtenbanses 34. 50 - 89 


Norte.—Less than half the estimated hourly wage for the largest stores. 


We have available additional data which we will be glad to make 
available to the committee if they wish. 

These facts show, contrary to Mr. Greenberg’s conclusion, that the 
larger stores—the high sales volume stores—actually are paying higher 
wages than the smaller stores. 

Naturally this means they are now more competitive for good labor 
than the small stores. 

So, it will be no help to the small stores to pass legislation that will 
have the effect of making larger stores pay still higher wages and 
thereby become even more competitive for good labor. 

Government intervention is not necessary to raise the level of wages 
of workers. In a free competitive economy there are many forces that 
work to push wage rates up. Among these are the rivalry among em- 
ployers for scarce labor and the rising productivity rate of American 
workers which allows for sound increases in wages. 

In the period 1939-56 real average hourly earnings of retail em- 
ployees increased at an annual rate of 2.5 percent. In the period 1948- 
56, real average hourly earnings increased at an annual rate of 3.1 
percent. 

In comparison real average earnings of manufacturing employees 
increased at an annual rate of 2.9 percent in the period 1939-56 and at 
a rate of 3.3 percent in the 1948-56 period. 

In other words wages in retail trade have shown a comparable up- 
ward trend as in manufacturing, even though most employees in manu- 
facturing are presently covered by the minimum-wage law. 

In spite of this upward wage trend, it is true that retail and service 
wages are lower than those in manufacturing. Since this comparison 
is often made by proponents of extended coverage, I would like to point 
out two sound reasons for this difference. 

First, because of the nature of retail and service operations, these 
industries are not susceptible to the same productivity potentialities as 
is the manufacturing field through capital investments in labor-saving 
machinery and equipment. 
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The manufacturing production worker has large masses of equip- 
ment and machinery available to be applied to a continuous and regu- 
lar flow of raw materials moving through the plant. 

On the other hand the retail and service industries do not have a 
continuous and regular flow of customers. Capital investment in these 
fields is primarily in inventories and in space—not in labor-saving 
machinery and equipment. 

The second important reason why retail and service wages are 
generally lower than m manufacturing is that a large proportion of 
the retail labor force is unskilled, or low skilled. 

Retail and service employees include many young workers, many 
women and older workers and many part-time workers. 

The lower level of skiil of these workers lowers the overall rate of 
output in these fields and holds down the average wage of the in- 
dustries. 

The chamber has available certain additional clarifying data on 
those points which we would be glad to make available. 

Senator Purreii. Would you ask that they be made available ? 

Senator Kennepy. Yes, will you do that? 

Mr. Sypnor. Yes, sir, we will send those in. 

(Mr. Sydnor later submitted the following :) 


SUPPLEMENT TO TESTIMONY OF EUGENE B. Sypnor, Jr., FOR THE CHAMBER OF 
COMMERCE OF THE UNITED STATES 


SOME STATISTICS RELATING TO YOUNG WORKERS, WOMEN, AND OLDER WORKERS, AND 
PART-TIME WORKERS IN RETAILING 


One significant reason why retail and service wages are generally lower than 
in manufacturing is that a large proportion of the retail and service labor force 
is unskilled, or low skilled. 

As the following figures show, a high percentage of young workers, women, 
and older workers, and part-time workers are included among retail and service 
employees. While it would not be accurate to state that all of these employees 
are low skilled, it is safe to assume that, proportionally, fewer of these workers 
are highly skilled. 

The lower level of skill of these workers lowers the overall rate of output in 
these fields. The lower rate of output of these workers means that their wages 
are probably lower than the average. Because of this, the average wage for the 
two industries has been held down. 

Young workers 


According to Bureau of the Census figures on employment by age groups in 
1955, 10.5 percent of all retail and wholesale employees were in the 14- to 19- 
year-old age bracket. (Census figures do not report retail and wholesale em- 
ployees separately.) In the service industries, the figure was 7.2 percent. In 
manufacturing, it was 4.9 percent. 

Now, let’s look at the actual number of employees in this 14- to 19-year-old age 
bracket. (These figures are derived by multiplying total employees in each 
industry, as reported by the Bureau of Labor Statistics, by the percentage 
figures reported by the Bureau of the Census. ) 

Reasonable setimates show there were approximately 1,134,000 employees in 
this age group in retail and wholesale establishments. In the service field there 
were 421,000 such employees. The total in distribution amounts to 1,555,000 
employees in this age group. In the manufacturing field, there were 811,000 
employees in the 14- to 19-year-old age bracket. 

In other words, there are almost twice as many young people—between 14 and 
19 years of age—employed in the distribution industries as are employed in manu- 
facturing. These young workers have little work experience and naturally have 
not developed any great skill. 
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In addition to the youth factor, most of these young people work on!y part time 
or intermittently. According to census statistics for 1955, of all employees with 
work experience in this age bracket. 80 percent of them worked part time or 
intermittently. (Part-time or intermittent workers are defined by the census as 
those who worked at full-time jobs for 26 weeks or less, or at part-time jobs.) 
Women workers 

Census Bureau figures show that in 1955, 55.3 percent of all employees in the 
service industries were women. In wholesale and retail trade, 36.4 percent of 
the workers were women. In manufacturing, the figure was 25.8 percent. 

Retail, wholesale and service industries employed 7,169,000 women in 1955, as 
compared with 4,272,000 in manufacturing. 

Women workers over 55 years of age 


In the service industries, 10.7 percent of all employees are women workers 
over 55 years of age. In wholesale and retail trade, the figure is 5 percent. In 
the manufacturing industries, the figure is 2.6 percent. 

From the standpoint of numbers, there were 626,000 women workers 55 years 
of age and older employed in the service industries and 540,000 employed in 
wholesaling and retailing—a total of 1,166,000. In manufacturing, there were 
431,000 women workers in this age bracket. In other words ,there were nearly 
3 times aS many women workers over 55 years old in distribution than in 
manufacturing in 1955. 

Part-time workers 


In retail and wholesale trade, of the total who worked in 1955, 36 percent 
worked only part time or intermittently. In the service industries, the ratio was 
28.4 percent, and in manufacturing, it was 15.2 percent. These part-time workers, 
undoubtedly, include many students who are working to help defray the cost of 
their education, as well as many housewives who are working to augment the 
family income. 

Mr. Sypnor. According to the latest internal revenue figures for 
1953 all retail corporations had a net profit after taxes of 1.2 percent of 
sales. Of all retail corporations filing income tax that year 39 percent 
had no net income. Those operating in the black had a net profit after 
taxes of 1.9 percent. 

Applying this net-profit figure to 1956 it would have been wiped 
out if retail hourly wage earnings had been equal to those in manu- 
facturing, or if they had been raised even by the 25-cent minimum wage 
increase assuming that all other costs remain constant of course. 

Here’s what would have happened in retailing in 1956 if average 
hourly wages were equal to those in manufacturing : 

Total retail wage costs would have been up 26 percent. Wage costs 
as a percentage of sales would have amounted to 16.9 percent. 

As compared with the actual figure of 13.4 percent for that same 
year, this means a difference of 3.5 percent. As we will recall, the 
average profits in 1953 was only 1.2 percent of sales, so the result 
would have been no profits in the industry as a whole. 

Senator Purrett. You are speaking here of what might have hap- 
pened in retailing in 1956 if the average hourly wages were equal to 
manufacturing. They are substantially more than a dollar in manu- 
facturing. They are something like $1.86. So you are using a $1.86 
figure as a basis for determination of wages, isn’t that correct? It 
doesn’t really give the picture of what the impact of this law if ex- 
tended to retail stores would be; is that correct? 

Mr. Sypnor. We feel, sir, that if retailing were brought on the basis 
of the same minimum wage as manufacturing that undoubtedly the 
wages in retailing would gradually be forced to reach the level im 
manufacturing. 
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Senator Purren.. But the figures you are using here are the figures 
established in the manufacturing industry which runs almost twice 
as much as the retailing minimum wage? 

Mr. Sypnor. That is correct. We would like to give one other 
example in this same field by showing what would have happened 
in retailing in 1956 if average hourly wages were raised by 25 cents 
equivalent to the minimum wage increase granted last year. 

Total retail wage costs would have been up 15.9 percent, wage costs 
as a percentage of total sales would have amounted to 15.6 percent 
as compared with an actual figure of 13.4 percent. 

A difference of 2.2 percentage points, Again, comparing that with 
the 1953 profit figure of 1.2 percent of sales would have resulted in no 
profits for the retailing industry last year. 

Obviously retailers could not have permitted this to happen. No 
business can operate for long without profit. The retailer would 
have been forced to increase his prices, lay off some employees or elimi- 
nate certain services. 

Retail and service businesses are now in a squeeze, and no relief 
in sight. The First National City Bank of New York, in its monthly 
letter of February 1957, stated: 

The year ahead is expected to be highly competitive, and as in 1956 many firms 
will find their profit margins pinched between rising costs and consumer resist- 
ance to price increases. 

This is the situation that confronts retail and service businesses 
today, an already slender profit margin that is being battered on one 
side by rising costs, on the other by consumer resistance to higher 
prices. 

In conclusion, I want to emphasize three points. 

The first point is this: 

Proponents of extending coverage to retail and service employees 
emphasize that they want to do two things: 

(1) Raise low wages. 

(2) Help the small-business men by extending the coverage only to 
big volume and chain establishments. 

From a study of the wording of bills before this committee they 
might better be thought of as proposals to raise high wages, rather 
than proposals to raise low wages. 

The proposals are aimed at covering high volume and chain estab- 
lishments which overall have a higher average wage than the stores 
that would be left uncovered. 

Granted the proposals would raise the wages of some workers now 
below the dollar level but other wages in the stores also would go up 
in order to maintain existing salary differentials. 

Thus the technical and direct effect of these proposals would be to 
raise the average wage in the large stores—which is now already 

reater than that in the small stores as we reviewed in detail earlier. 

here is no proposal to cover directly the employees of low volume 
stores—where lower average wages prevail. 

But since proponents insist that these proposals will raise low wages 
they must admit that such action will reach indirectly into the small 
stores where the wages are low, and where higher wage costs may be 


the one straw that will break the backs of many struggling small- 
business men. 
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In the final analysis, virtually any form of extended coverage would 
be harmful to large and small businesses. But since large stores gen- 

erally are better able than small stores to adjust to an upward trend 
in wage costs it is not inaccurate in our opinion to conclude that the 
impact will be greater on small employers. 

According to Dun & Bradstreet figures, failures already are trend- 
ing upwa -d in the retail field, where 90 percent of all establishments 
are small and medium-sized organizations doing less than $500,000 an- 
nual sales. 

The February 1957 issue of Dun’s Statistical Review shows that 
there were 6,341 retail failures in 1956—as compared with 5,339 in 
1955, an increase of nearly 20 percent. 

Extension of coverage even if limited technically to chain and high 
sales volume stores, will have sufficient indirect impact among the 
small stores to contribute to still more small-business failures. 

The second point I would like to make is this: 

The Bureau of Labor Statistics currently is working on a survey 
of wages and hours in retail trade, with an appropriation of $150,000, 

In House hearings on the Second Supplemental Appropriations 
bill, 1956, BLS Commissioner Ewan Clague said : 

The purpose of the survey is to make facts available to the Congress, to the 
administration and to the general public so that the Congress can determine 
whether or not retail trade or any part of it should be covered by a minimum 
wage law and what the effect of a minimum wage might be if it is covered. 

In response to a direct question as to why BLS planned to make 
this survey, Clague answered : 

* * * there is a request from one branch of the Congress, at least the Senate 
Committee on Labor. The other is the decision of the President himself to rec- 
ommend that some facts become available so that Congress can make this decision. 

Considering the purpose of this survey, the fact that it was re- 
quested by this committee and the fact th: at $150,000 was appropriated 
for it, it would appear that this committee certainly should make no 
decision regarding extension of coverage until this survey is finished 
and available for serious analysis. 

The third point I would like to emphasize is this: 

In considering these proposals to extend coverage, the effect upon 
the consumer must be considered. Just last week the newspapers re- 
ported that the cost of living rose to a record high again in January— 
the fifth consecutive month that it has set a record. 

Bureau of Labor Statistics also reported that the buying power of 
the average factory workers showed a drop in January as compared 
with December. 

According to BLS statistics, price rises during the month were re- 
ported for fuel oil, coal, gas, telephone service, lanndr y and dry clean- 
ing, hospital and ‘medical services, used cars, automobile insurance, 
gasoline, new models of some appliances, and in the West, railroad 
fares. 

Further, BLS Commissioner Clague reportedly said he expects 
living cost “to creep up like this” again in February. 

Thank you very much, Mr. Chairman. 

Senator Kennepy. We appreciate very much your statement. I 
noticed you gave some figures on productivity; wages had gone up 
more than pr oductiv ity. 

What is the basis of your analysis on productivity ? 
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Mr. Sypnor. The United States Chamber of Commerce, Mr. Chair- 
man, computed those figures based on the 1954 Census of Business 
Reports. 

he figures were derived from information contained in their re- 
ports on numbers employed, sales volume, and so forth, with adjust- 
ments for the price changes over that period. 

Senator Kennepy. How many of the workers in retailing—and the 
group that Secretary Mitchell recommended being covered—would 
you estimate were getting less than a dollar from your personal 
experience / 

Mr. Sypnor. I am afraid my experience would not be wide enough 
to cover that. That is one reason we have suggested that no action 
be taken on this question until the BLS survey is complete and avail- 
able. 

I would say this, that from my own experience in a limited area 
of the country I know that the w ages paid by some of the multiunit 
organizations varies considerably from one c ity to another even in one 
State. 

In other words I know of 1 town where our company operates a store 
with a population of 500 and 1 of the national chains which has I 
think something over 2,000 stores also happens to operate a small 
store there. While I can’t speak in this from personal knowledge 
I assume that the wages paid there, because of the fact that our own 
wages are lower, are a good deal lower than they would be in a city 
say the size of Richmond witha population of 250,000. 

Senator Kennepy. Do you figure you and that multistate unit with 
which you are in competition pay about the same wages ? 

Mr. Sypnor. I think we would or we would lose our employees 
as a practical matter. We have been in business there for 15 years 
and this chain organization has for longer than that. 

Senator Kennepy. How much lower are the wages in your unit in 
that town than they are in Richmond ? 

Mr. Sypnor. We don’t operate a ret taal store in Richmond but our 
wages in that town are approximately 25 percent lower than they are 
in the stores where we pay the highest wage rates in that group. 

Senator Kennepy. What city would that be? 

Mr. Sypnor. It happens to be in the city of Wilhamsburg, Va., 
which is not a particularly large place but for local reasons the wage 
scales are higher. 

Senator Kennepy. Taking a more typical southern area, what is the 
largest city in which you operate? 

Mr. Sypnor. 100,000 population. 

Senator Kennepy. Where would that be? 

Mr. Sypnor. Winston-Salem, N.C. 

Senator Kennepy. What is the difference between your lowest wage 
level and the Winstom-Salem wage level ? 

Mr. Sypnor. The differential would be 20 percent. 

Senator Kennepy. Your differential ? 

Mr. Sypnor. Yes. 

Senator Kennepy. Do you estimate it is 20 percent cheaper to live 
in that small town than in Winston-Salem ? 

Mr. Sypnor. I have not lived in either one, so I would not be quali- 
fied to say so. I would say it is definitely cheaper. 
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Senator Kennepy. Is the productivity of the workers 20 percent 
less in the small town ? 

Mr. Sypwor. In that particular case the differential is larger than 
20 percent. 

Senator Kennepy. How do you figure that / 

Mr. Sypnor. We take the number of regular workers we have in 
each store and divide it into our annual volume to get productivity per 
each volume. 

Senator _Kennepy. You say the town has only 500. What is the 
range ¢ 

Mr. Sypnor. The trading area is roughly 10-mile radius around it. 

Senator Kennepy. What is the number there? 

Mr. Sypnor. Under 10,000. 

Senator Kennepy. Have you got a more typical small town? 

Mr. Sypnor. Well, we are in towns as I mentioned from 500 popu- 
lation to 100,000. A typical one would be a town from five to ten 
thousand, I would say. 

Senator Kennepy. Do you have any productivity, I suppose you do, 
at least you have sales per person figures, don’t you / 

Mr. Sypnor. Yes. 

Senator Kennepy. What do you estimate that difference to be? 

And what is the wage difference / 

Mr. Sypnor. The wage differential runs in those towns of our typi- 
eal group about 15 percent higher than in this very small place and 
productivity would run around 20 percent higher. 

Senator Kennepy. Your stores make purchases. Would they come 
under the definition set by Secretary Mitchell / 

Mr. Sypnor. I have not had an opportunity as yet to see legislation 
prepared based on his recommendations. I really couldn’t say whether 
we would or would not. 

Senator Kennepy. You have 100 employees? 

Mr. Sypnor. We do in 2 stores have more than 100 employees. So 
those two stores definitely would come under his proposed extension 
of coverage. As to whether our other stores would be included in the 
picture, T am not sure until the bill is drawn. 

Senator Kennepy. Do your stores buy more than a million dollars 
of goods each year? 

Mr. Sypnor. Oh, yes. 

Senator Kennepy. What percentage of your employees—you may 
not want to discuss this—whatever your feeling is on that; what per- 
centage are getting less than a dollar? 

Mr. Sypnor. Well, I would s say that if we include our executive and 
supervisor group W hich I believe are included in the figures of BLS 
for retailing that possibly two-thirds would be under a dollar an hour. 
If we do not include that group, the percentage would be higher. 

Senator Krennepy. At least two-thi \ 
among your sales force it would be a higher percentage 

Mr. Sypnor. That’s right. 

Senator Kennepy (continuing). Are getting less than a dollar? 

Mr. Sypnor. That’s right. 

Senator Kennepy. What percentage of women ? 

Mr. Sypnor. In the sales group would be about 85 percent. I would 
like to point out that we employ around 50 high-school students that 
are participating in the distributive education program. We feel 
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that. is desirable from our standpoint to bring along youngsters who 
might be interested in retailing for the future. In many cases they 
need the extra income. 

As you probably know that program is partially supported by Fed- 
eral appropriations. If it were necessary for us to place all of our 
employees on a dollar-minimum basis we would have to eliminate em- 
ployment of all those young people, I am afraid. 

(The following letter was later received for the record :) 


SOUTHERN DEPARTMENT STORES, INC., 
Richmond, Va., March 1, 1957. 
Hon. JOHN F.. KENNEDY, 
Senate Office Building, 
Washington, D. C. 


DEAR SENATOR: I would like to thank you again for the courtesies extended 
to the United States Chamber of Commerce and myself when I appeared on yester- 
day as the chamber’s spokesman before your subcommittee of the Senate Labor 
Committee. I thought the hearing was conducted in a very fair manner, and the 
questions asked by you and other members of your committee brought out import- 
ant points on this question. I hope that you will feel that we in retailing are on 
sound ground in our position that this is not a proper case for Federal interven- 
tion, but rather that the individual States should handle the problem as seems 
justified by conditions within their borders, since these conditions vary consider- 
ably over our very large and diverse nation. 

In an Associated Press report of my testimony before your subcommittee, I 
was quoted as saying in answer to one of your questions that ‘about 85 percent” 
of the sales employees of my company make less than $1 per hour, the present 
Federal minimum wage.” In this connection, I failed to mention the fact that 
virtually all of our sales personnel are paid on a basis of commissions directly 
related to their own sales productivity, and therefore our company is extremely 
pleased to pay the higher wage to the 15 percent who now earn over $1 per hour, 
since this means that their sales production has been higher in that direct pro- 
portion. We would prefer to pay all of our employees on a basis of $2 per hour 
when this higher wage is justified by the productivity, rather than a lower wage 
based on lower productivity. An illustration of this is the fact that during the 
month of December, we had one sales person who earned over $500 for the month, 
which on an hourly basis amounted to over $3 per hour, and we only wish that we 
had more that earned this pay. Incidentally, the basis for our commission sched- 
ule is the historic one that has prevailed in the industry for many years, and is 
based on the relationship between selling, wages and sales which has been proven 
to be fair and practical to both employees and employer. Also this is similar to 
the commission basis that prevails in the department stores all over the country, 
thereby proving my basic point that the actual dollar amount of compensation 
per employee per hour is very much a result of entirely local conditions and 
individual productivity, 

I would appreciate it if these two paragraphs could be added to my testimony 
before your committee as part of the answer to the question referred to above. 

I do think it important to show that the wage situation of our selling employees 
described in my answer to your question is based not on a fixed hourly rate, but 
upon the historic schedule of sales commissions in our trade. 

Sincerely yours, 
EUGENE B. SypDNor, Jr.. 

Senator Kennepy. Getting back to the more stable employees, what 
percentage of your sales do you consider your wages for your sales 
people are, about 10 percent ? 

Mr. Sypnor. Runs about 16 percent. 

Senator Kennepy. Just your sales people? 

Mr. Sypnor. I am talking about total salaries in our company run 
ent: Our sales cost would be around 10 percent; yes. 

enator Kennepy. Do you have any idea how muc h it would cost 
you to insure a minimum of $lasa per centage of sales? 
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Mr. Sypnor. We have estimated that it would be approximately 
$375,000 which would be 18 percent of our total salaries for last year. 

Senator Kennepy. That would look as if you were almost doubling 
because I am sure that your nonsales employees must be getting more 
than a dollar. Your sales employees are only 10 percent of your 
sales. Raising the minimum to a dollar couldn’t be 18 percent of 
sales, because that would be almost doubling. 

Mr. Sypnor. I believe you misunderstood me. I said it would raise 
our total salary costs by 18 percent. 

Senator Kennepy. So it would be 18 percent of the 10 percent. 

Mr. Sypnor. Yes, total salaries, of the 16 percent. 

Senator Kennepy. So it would be about 2 percent? 

Mr. Snyrpvor. That’s correct. 

Senator Kennepy. I see the average you gave of some figures, and 
other figures have been released, which would indicate that a sub- 
stantial increase in sales cost, both the ones you are paying and the 
costs of the goods you are selling to your customers have gone up in 
the last year, haven’t they ? 

Mr. Sypnor. I don’t understand your question. 

Senator Kennepy. Very well. Have the costs of retail sales gone 
up in the last year ? 

Mr. Sypwnor. Retail sales have increased I think countrywide by ap- 
proximately 3 to 4 percent. 

Senator Sa EDY. I see. What has your wage level gone up during 
the last year? 

I regret discussing it on a percentage basis, but this is an opportu- 
nity for us to get some idea, and I am sure that your experience is more 
or less typical of your section of the country. 

Mr. Sypnor. They would have incre eased in that neighborhood, a 
little more than our sales volume increased. In other words in recent 
years along with most retailers our salary costs as a percentage of 
sales have increased almost year by year since 1948, 

Senator Kennepy. Mr. Mitchell indicated that it might not be a 
great percentage that would be affected by his recommendation. He 
is going to send us some figures. But you suggest at least in your 
personal experience, that it would be substantial. 

You suggest as high as 75 percent might be affected by the $1 
minimum wage if your stores were brought into the coverage, which 
I think they might be. 

Mr. Sypnor. That would be my estimate. 

Senator Kennepy. Do you feel that it is possible in areas where 
you have your stores to maintain a minimum standard of living for 
less than $1? 

Mr. Sypnor. I don’t feel that that is altogether the correct question 
because as I say 85 percent of our sales people are women. 

In most cases their husbands are gainfully employed in other di- 

rections at fair wages. Since World War II we have seen there are 
more and more women who wish to supplement family income with 
full-time or part-time work. Also the fact that we have employed on 
a part-time basis school boys and girls would naturally indicate a sup- 
plement to family income. 

Senator Kennepy. A survey taken by the Department of Labor 

indicated that one-tenth of women workers in retailing are the only 
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workers in their family and well over half of employed women con- 
sidered themselves responsible for the support of their dependents. 

That was a nationwide survey and may not be true in your 
situation. 

Those figures would not be accurate from your personal experience. 

Mr. Sypnor. I would say in our section there would not be that 
large of a proportion that are the main support of their families. 

Senator Kennepy. Do you feel, as a representative speaking for 
the chamber of commerce, that if these figures are reasonably accu- 
rate a customer has the right to be waited on by a person, and pay 
perhaps a slightly lower price for the goods he buys, who is receiving 
less than $1 an hour when the Bureau of Labor Statistics indicates in 
1955 that a woman without dependents to maintain a minimum stand- 
ard of living must receive a $1.15 wage? 

Mr. Sypnor. I would say that that is a national average and that I 
would point out that costs of living vary considerably, as I mentioned 
even in one State. I happened to see some figures recently prepared 
also by the Bureau of Labor Statistics on the cost of building at the 
present time what is called a minimum type of home, three bedrooms 
today. 

The figures were given for around 20 cities. The cost of putting up 
the same home in Columbia is around $9,000. I believe in the city of 
Cleveland it was $15,000. So I would think that is a fairly good indi- 
cation of the fact. that there is quite a wide differential in costs of liv- 
ing and other costs of doing business in various parts of the country 
today. 

Senator Kennepy. The Department of Labor has stated in a sur- 
vey in 1955: 

There is little systematic difference in the cost of maintaining identical stand- 
ards of living in various regions of the country. 

The figures on costs of living would indicate that in some cities, 
Mobile, Birmingham, and others the cost of living is higher than 
itis in Boston, Mass. 

So except for house construction and maybe some articles of 
clothing, most of the major purchases, particularly for low-income 
people, would be reasonably close. 

Is that your experience? There wouldn’t be much difference be- 
tween Winston-Salem and Boston ? 

Mr. Sypnor. I would mention in the community of 500 I referred 
to earlier we are only 30 miles from the community where we are 
paying wages that are 25 percent higher and I believe the costs of 
living in even those 2 communities in the State of Virginia would 
vary considerably. 

Senator Kennepy. Senator Purtell ? 

Senator Purrery. You were asked a question about Secretary 
Mitchell’s proposal. They have not been presented to this conmit- 
tee nor to the public. You couldn’t know what he proposes. He 
proposed to this committee that coverage be extended to those firms 
purchasing a million dollars or more in interstate with a hundred em- 
ployees and the hundred employees—yes, I have just been informed 
that I didn’t make it clear. 

It is $1 million of purchases interstate, not sales, and a hundred 
employees. You are speaking for the chamber of commerce. Could 








82 MINIMUM WAGE PROTECTION 


you express an opinion on that coverage or are you blanketing this 
on coverage that has been suggested by other bills; one I think would 
embrace coverage for an additional $10 million and I think Secre- 
tary Mitchell’s bill would embrace about $214 million. Are you op- 
posing all of these proposals ? 

Mr. Sypnor. As for the United States Chamber of Commerce’s 
position, Senator, the only position I am authorized to take for that 
organization is based on its written statement of policy, which is 
adopted and is done annually at its annual meeting by a vote of the 
majority of the membership present and in that last statement of policy 
on. this question the chamber went on record as opposing any exten- 
sions in the present coverage. 

Senator Purrett. Would you know what the attitude would be— 
let me rephrase that because of course I would expect you to want 
an expression from your members. But a suggestion was made by my 
colleague from New York, Senator Ives—rather the thought was 
placed in the record and an expression of opinion asked from wit- 
nesses as to what their attitude would be if States having minimum 
laws covering the number and those anticipated to be covered by 
Secretary Mitchell for the proposals on legislation, if such States 
had those laws that they be exempt from the administration of the 
act at the Federal level. 

How do you feel about that ? 

Mr. Sypnor. Coming from a State which has, as you probably know, 
very much held up the idea of States rights I feel that if a State for 
its own part feels that it is a proper thing to set a minimum wage 
law then I feel that that law should be the controlling one and if in 
New York they have set a minimum wage then I would certainly feel 
that that should be the preeminent jurisdiction as far as this question 
is concerned in this respect. 

Senator Purrerz. I am thinking now in terms of the proposals pend- 
ing before this committee as to additional coverage and this was with 
the thought then in mind that if additional coverage was determined 
to be the thing to suggest to the Senate and the law was passed, the 
thought then would be that States having minimum laws, State laws 
embracing minimums equal to the minimums suggested by the legis- 
lation, would then be exempt from the administration of the act. 

Would you express an opinion on that ? 

Mr. Sypnor. I would be all in favor of that if that extension of the 
Federal coverage were enacted. I would certainly feel that if a State 
had coverage up to that point that their jurisdiction should take over 
the needs in their State on that matter. 

I would like to point out in connection with that New York mini- 
mum wage that traditionally, I believe, and historically New York has 
been a high-wage State and I believe that the minimum wage set in 
New York during the past year is only $1 or is $1 per hour. There- 
fore, it would certainly appear that if $1 per hour is a fair minimum 
wage in a State like New York, it would hardly be a fair minimum 
wage in many other parts of the country where the cost of living. 
living conditions are not nearly as high as they are in New York 
State. 

Senator Purrery. In the first part of your presentation you dealt 
with the philosophy of this sort of thing. Then you went into specific 
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cases. I was interested in your statement about the productivity of 
workers and the increased productivity of workers. 

How can a worker increase his productivity in your retailing indus- 
try if you don’t give him the tools to do it with? 

Mr. Sypnor. Well, in my particular trade, our trade association, 
National Retail Drygoods Association has a ee organization 
which at present is investigating and doing everything that it can do 
to improve the productivity of workers. In addition to their purely 
research activities, they conduct seminars, conferences, and get out 
publics ations on means of improving productivity. 

Senator Purre... In other words this is a responsibility of manage- 
ment as to how to place such tools as they have found to be more ef- 
ficient in the hands of the workers; is that correct ? 

Mr. Sypnor. As I see it, the only sound basis for increasing wages 
in any industry, whether it is retailing or anything else, is based upon 
an increase in the productivity of the personnel in it and it is our re- 
sponsibility as management to do that in retailing. 

Senator Pourrert. You would agree with me that the placing of 
these tools in the hands of the workers is a function of manage- 
ment—the worker himself rarely has the opportunity of obtaining his 
tools for increased productivity ; isn’t that also correct 4 

Mr. Sypnor. That’s correct. 

Senator Purretu. I am interested in this philosophy of the mini- 
mum wage because—and I am not being facetious nor am I trying 
at this time to determine what the scope of our inter pretation of inter- 
state commerce should be—because we of course cannot affect intra- 
state commerce. 

We cannot directly take any action intrastate. I think any action 
we take at the interstate level obviously has some impact on intrastate 
commerce as far as wages go. 

But you know there is a minimum below which we ought not to 
go. When we used horses to draw our wagons we at least felt the 
horse was entitled to enough food and enough shelter so that he would 
be able to pull a wagon efliciently the next day; isn’t that correct? 

Mr. Sypnor. That's correct. 

Senator Purrett. We might decide to put rubber tires on that 
wagon and make it easier for him to pull. We might increase his 

roduetivi ity by giving him additional tools but we had to start with a 

asic concept of what the minimum was. 

That is what we are trying to get at here. 

Mr. Sypnor. I would like to mention that in connection with the 
hourly wage figures which I mentioned for our own company, the fact 
isthat. another consideration comes into the picture which is often over- 
looked by those who are not familiar with the retail business and that 
is the fact that very often a person who may have other employment 
available which may carry a higher base rate is willing to go into re- 
tailing because of the fact that it is a widely common tr rade practice of 
making available to the employees what is known as employee dis- 
counts on all purchases made in the store by the employee and their 
family. 

That amounts to 15 percent on any purchases made in our particular 
one. The use of that discount varies considerably from one individ- 
ual to another. Very often in towns where there are high wages also 
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available for example in Government and manufacturing which are 
the two largest sources of income in Virginia, people will choose to 
work in our store or another store because of the availability of that 
discount on necessary purchases. 

Senator Purret.. Doing back to your basic philosophy and not to 
the specific examples or the statistics, don’t you think that one way 
of making your employee more productive would be where the mini- 
mum requirement was higher than the one presently, it would be in- 
cumbent upon management to try to find out how to utilize those 
services better and more productively ? 

Mr. Sypnor. That’s correct. 

Senator Purreiz. So it would be a stimulant to that extent in find- 
ing how to get more productivity per worker in that instance. 

Mr. Sypnor. Well, as I pointed out, if the minimum wage proposed 
of $1 per hour were applied to retail, retailers would very often have 
one of three alternatives. 

They would either have to lay off some of their present workers. 
They would have to make available certain laborsaving devices and 
techniques. Orthey would have to go out of business. 

In our own case if the $1 per hour wage were applied, our manage- 
ment has already made estimates of what would be necessary for us to 
do in our own little company. 

We feel that we would have to dispense with the services of 100 of 
our employees and that is regular employees and we would have to at- 
tempt to institute other savings, particularly, for example in the elimi- 
nation of this employee discount or certainly the reduction of it. If 
that same ratio of reduction in the work force were applied to retailing 
in general, I believe that there are around 8 million retail employees 
in the country, you would have disemployment roughly from 800,000 
to 1 million people over the country. 

Senator Purtrer.. Are these people who have to be laid off, if they 
were subject to the $1 minimum wage, doing work that is not neces- 
sary to the conduct of your business? 

Mr. Sypnor. They are not able to earn $1 an hour. 

Senator Purrety. Would they have to be replaced with people who 
could earn $1 ? 

Mr. Sypnor. In our small stores we work a larger workweek than 
in the large ones. We would reduce our workweek for one thing. 

In some cases we would have to reduce the employees and reduce 
the services that are available. The same merchandise can be sold with 
any number of different combinations of services attached to it and we 
would have to cut the frills out and get down to the most basic type 
of service. 

Senator Purreis. Actually it is because you elect to operate this 
way that makes you feel that the business should continue to operate 
this way. It doesn’t follow, if a minimum wage was imposed in the 
industry that affected you, that you would not find it necessary as the 
manager of that business to find ways to accommodate this business 
to, for instance, this new regulation. 

It seems it isn’t likely that you would go out of business because 
of it ? 
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Mr. Sypnor. I would say that there are many small retailers that do 
not have the resources and the management tools available to them 
that would have to go out of business. 

Senator Purtre.u. I am only talking now about those covered by the 
suggestion of the Secretary of Labor which is for those firms having 
a million dollars or more in purchases interstate and also having a hun- 
dred employees so we are excluding these small fellows you are speak- 
ing about. 

Mr. Sypnor. I refer there to the indirect effect upon the small fellow 
of the large company being covered. 

Senator Purret.. Your figures show there must be that indirect 
effect right now because you show the big fellows are paying twice as 
much as the little fellow. 

You gave us figures of almost twice as much per hour paid to 
the employees of the large store as to the small store. 

So I don’t think you are changing that situation any, are you? 

You show that more specifically on page 12, compare the weekly and 
hourly wage rates of the following small and large categories of retail 
stores. 

You show 2 million or more $1.82 and 10,000 to 19,000 89 cents. A 
million or over you show $1.70. ‘Ten thousand to nineteen thousand 
you show 89. 

So you have that situation now. 

Mr. Sypnor. That’s correct. You would merely increase the spread 
by forcing the large store to raise their wages still further. 

Senator Purrett. Would you say that we are faced with a situation 
regardless of whether we changed the situation or not where these 
small stores will be forced out of business because you have a differ- 
ential right now of approximately 80 cents an hour between the one- 
million-dollar firm and the twenty-thousand-dollar firm 4 

Mr. Sypnor. I don’t believe it is quite as simple as that, Senator. 

I believe in the case of some of the firms we show down here in the 
$2 to $3 million class you have multiunit operations and as I tried to 
point out the wages paid by those multiunit operations in certain 
localities will be less than they are in others. 

The average figure can be deceptive in those cases. I think you 
would aggravate a serious problem for retailers in that instance. 

I mentioned in 1953 39 percent of those who reported to the Internal 
Revenue Service showed no profit whatsoever or a loss on that. 

Senator Purrety. I believe I either covered the other questions or 
they were covered by Senator Kennedy. Thank you very much. 

Senator Kennepy. Thank you, Senator. 

Senator Allott ? 

Senator Atuorr. I just have a couple of questions, Mr. Chairman. 

When you prepared your statement were you aware of the contents 
of S. 1267 which has become known as the Morse bill? 

Mr. Sypnor. [ read a copy of it. 

Senator Arrorr. Are you acquainted with the bill? 

Mr. Sypnor. I have a copy of it. 

Senator Arcorr. I am not going to cross-examine you on it. I 
wanted to know if you were acquainted with it. That bill provides, 
on page 8 of the bill, for the definition of “establishment” as being 
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those that have $500,000 in annual volume of sales or where one 
employer owns four or more such establishments. 

Now, the proposals of the Secretary before the committee last week 
or this week, the forepart of this week, were on a different basis. 
Employees would be covered who work for an enterprise with a million 
dollars of purchases and, in the conjunctive not in the disjunctive, 
100 or more employees. 

Now, from your point of view, which one of these approaches would 
be more reasonable, from the pure angle which places the burden on 
the employer, the nature of the employer’s business, or from the other 
which puts it on the basis of the nature of the employee. 

Mr. Sypnor. I would say, Senator, from the standpoint of the 
United States Chamber of Commerce and also from our own personal 
feeling in the matter, we are opposed to any extension. 

Now, if we were faced between the necessity of choosing between 
two undesirable alternatives, I think that the test based on employees 
is a simpler one to apply, I believe that the Secretary’s proposal says 
that it is a million dollars of purchases in interstate commerce. 

In other words you would have to divide every one of your pur- 
chases as to whether it was made within the State or without the 
State. 

Senator Atxorr. Excuse me, but I think I have your answer. As 
a businessman would you be interested in an extension of the concept 
of commerce between the States which would include “activity af- 
fecting commerce includes any activity in commerce necessary to 
commerce or competing with any activity in commerce or where the 
payment of wages at rates below those prescribed by this act burdens 
or obstructs or tends to burden or obstruct commerce or the free flow of 
goods in commerce” ? 

In other words as an individual operator and as representing the 
United States Chamber of Commerce, do you have any specific com- 
ments on any attempt to expand this concept of interstate commerce? 

Mr. Sypnor. I can say for the United States Chamber of Commerce 
and for myself ial that we are bitterly oposed to that particu- 
larly broad extension of the concept of interstate commerce. 

In other words, Senator, we believe that retailing and the service 
trades are essentially local and intrastate in nature and if we extend 
Federal jurisdiction in this matter over them, then you have gone far 
beyond the power delegated to the Federal Government to regulate 
interstate commerce. 

I might add that as a member of a State legislature, that I would 
consider myself to be taking part in the future largely in a mere de- 
bating society if you want to call it that. It seems to me that retailing, 
if any business is to be considered local, is such a business and we have 
to leave up to our States and localities the responsibilities for such 
local businesses. 

Senator Atiorr. Well, I want to agree with you on that, sir. I 
don’t agree with all of your conclusions. But I made the statement 
the other day and I think it is worthy of repetition that if such a 
concept were adopted, the entity of States for governmental purposes 
would be lost and they would become only administrative units and 
a part of the Federal Government. 

Would you agree with that? 
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Mr. Sypnor. I wholeheartedly agree with you, sir. 

Senator Axtorr. Now one or two things I would like to ask for 
particular information and if you don’t w ish to answer these, because 
they involve your own business, why that is perfectly agreeable with 
me, but I want some information. 

What is the nature of these stores in which you are interested ? 

Mr. Sypnor. They would be called 

Senator Attorr. What sort of goods do they handle? 

Mr. Sypnor. They are handling what is called our trade mainly 
some of the soft goods. That is women’s, men’s children’s wearing 
apparel, accessories. We handle some household textiles. Certain 
stores handle so-called hard lines, appliances, floor coverings and 
furniture. 

Senator Atiorr. There is no uniformity in what one covers and 
what one does. You couldn’t say that each store covers this and this 
and this? 

Mr. Sypnor. No, there is not that uniformity. 

Senator ALLorr. One store might just handle soft goods, another one 
might handle soft goods, any groceries in this, would there be? 

Mr. Sypnor. No, sir. 

Senator Atiorr. I would like to ask you this question and I ask 
it particularly with reference to the figures you quote on page 12 and 
because of an experience I had a few years ago in a business transac- 
tion. 

Isn’t it true that in some of these areas that as the store gets larger 
and you develop into the sort of supermarket thing that actually rou 
require more man-hours of labor or to put it another way, your labor 
costs go up in proportion to your total sales. 

I may be wrong on that, but this was true in this one instance and I 

want to find out if it is true generally. 

Mr. Sypnor. Our trade association figures on operating our depart- 
ment, stores would indicate that there is a curve which goes up and 
then starts to taper off relative to the volume of the business. 

In other words at the low end of the scale the salary, total salary 
as a percentage of sales, is somewhat lower than it is for a medium- 
size store and then you begin to have a somewhat descending line in 
the total salary cost, percent: ige, in regard to that. 

Senator AtLorr. In other words, the converse of what I stated 4 

Mr. Sypnor. Your typical salary costs is a certain percentage of 
sales in very small stores and is somewhat less than it is in what 1 
would call medium-sized stores and then in the very large stores that 
percentage begins to drop. It does not drop as far as it does in the 
very small ones. 

Senator AtLorr. Now with respect to the figures you gave on page 
12, I note that here you have sales of 500,000 and that is the break 
point in one of the bills before us and you have an estimated hourly 
earning there of $1.69 which is in excess of the proposal to raise this 
to $1 and to expand the $1 to a greater area. 

So in those 500,000 and over, this would not affect those stores, 
would it ? 

Mr. Sypnor. I believe that those figures are based on total salary 
costs for a whole business. In other words they are not merely s sal- 
aries for example of nonsupervisory employees. Those figures in- 
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clude the salaries of supervisory and executive employees in those 
businesses and that naturally tends to bring the average up consid- 
erably 

Senator Atxorr. To that extent then these figures are meaningless? 

Mr. Sypnor. To a certain extent; yes. But they are comparable 
in that they are on the same basis for all the different sizes of stores 
shown. 

Senator Atiorr. And there is no break here actually in your first 
group of figures because the estimated hourly rate is $1.03 even in 
those stores which have a total sales of less than 50,000. Isn’t that 
correct ? 

Mr. Sypnor. That includes the wages and salaries of supervisory 
and executive personnel. 

Senator Antorr. May I inquire if you are specifically sure about 
that point ? 

Mr. Sypnor. That’s what I am informed. 

Senator Atiorr. Then down in the next category on retail stores, 
the break actually between the figures you have given here, the break 
actually comes between the stores between 30,000 and 1 million, to 
break into the wages under $1. Isthat right‘ 

Mr. Sypnor. That’s correct, sir. 

We did not put into this schedule the weekly wage rates and also 
the hourly wage rates for each of the volume categories in between 
those two groups, but those are of course available. “It would descend 
more or less in the same ratio in the groupings in between those two 
sized groups. 

Senator Anxorr. A dollar minimum is $40 a week or about $173 
a month. Taking that into consideration, do you think that you can 
assume that you can operate a business upon ‘the basis that some of 
the p eople } you employ are just working part time? 

Mr. Sypnor. Well, that has been a “practice in retailing for as long 
as I have had anything to do with it. I would like to “point out to 
you that in our particular type of retailing the volume of business 
done varies considerably. 

In other words in the month of December for example our business 
normally does approximately three times the sales volume that it will 
do in the months of January and February and so naturally we must 
have more personnel on hand to handle a peculiar situation of that 
kind than we do in the slow winter months. 

I think while the variation might not be as great in certain other 
types of retailing, there is a certain amount of seasonable fluctuation 
that you can’t get away from in nearly any part of the trade. 

Senator Antorr. I realize that but, while I supported the 90 cent 
figure based on what I thought the impact would be last year, I am 
not impressed with the argument that a dollar as I interpret your 
argument is an excessive wage in any instance. 

T can’t understand that sort of argument particularly in this day 
and age when we do know what the cost of living is here today. 

Mr. Sypnor. My position is that I felt that an employee in retail- 
ing is like an employee in any other industry and is entitled to proper 
recompense properly based on his or her productivity. As to whether 
a dollar is a magic figure or not I don’t know. I would point out 

again that the State of New York which has its own minimum wage 
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law and which has been traditionally and’ historically a high-wage 
State has set $1 as the proper minimum there. 

If that is correct, then there would be many other States perhaps 
in the South or Southwest where something less than.a dollar would 
apparently be proper if $1 is proper for New York. 

enator AuLorr. I do agree with your contention and I think that 
the Department of Labor and many other people tend to disregard 
the varying differences of cost of living throughout the various areas 
of the country, particularly between small towns and big cities, but 
even though I live in a small town myself, I can’t conceive that $1 is 
an excessive minimum wage. My own objection to this lies on more 
legal grounds as I have stated before. 

I would like to explore with you the thought expressed in your 
statement and then, Mr, Chairman, I will try to chop this up because 
I know we have to go on. 

But I would like to have you expand for us, if you will just a 
moment, the thought contained in the middle of that page of doing 
away, the elimination of supervision in a wage-hour, the wage-hour 
section where you actually, I believe it was this page, where you have 
the employees covered by a union contract here. 

How far have you explored that thought ? 

Mr. Sypnor. Well, it is my understanding that in certain trades 
which do have collective bargaining arrangements at times that is de- 
sirable for the union to enter into a contract with the employer for 
a flat rate of pay to be made in special circumstances for a workweek 
of as long as, rather longer than 40 hours, and all that the Chamber 
of Commerce is recommending here is that if collective bargaining 
agreements are bona fide and in operation that such agreements if 
they are in conflict with any coverage under the Fair Labor Standards 
Act be exempted insofar as that conflict might arise. 

Senator At.orr. I wasn’t interested in the matter from that, stand- 

int. I was interested in how much, whether we actually gain much 
by supervisory function of the Federal Government where people 
are actually covered by a union contract which in almost all instances 
I think, would be in excess of the minimum. 

Mr. Sypnor. It would not be necessary in my opinion to have that. 

Senator Atworr. I think that is all, Mr. Chairman. 

Senator Purrert. Mr. Chairman, may I ask a question or two if you 
don’t mind ? 

Senator Kennepy. Yes. 

Senator Purre.t. I would like to remark about that statement you 
made and which Senator Allott also discussed briefly, this question 
of the cost of living being less in some parts of the country than it 
isin others. 

I still feel that the figures developed by the Labor Department to 
which the chairman also referred indicates that the same standard of 
living doesn’t show any marked difference in any part of the country 
as against another part of the country. I would like to ask you also 
about certain figures you mentioned as to retail failures. I think 
that the unit failures while they all are interesting and we are inter- 
ested in the problems that confront us because of it, I wonder if you 
have any figures of the precentage of increases in small businesses 
between 1955 and 1956 so we could get a relative percentage in that 
respect ? 
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Mr. Sypnor. We don’t have those available here, Senator Purtell. 

Senator Purreit. They might change the picture quite a bit. One 
more thing I would like to say and that is that you did mention Presi- 
dent Eisenhower in your paper here as to his expressions of opinion on 
holding the cost of living, I mean holding down the rising cost of 
Government and also trying to stabilize it with our economy. 

I might say that the law that I addressed myself to or the proposal 
I addressed myself to and which I am particularly interested in is the 
one I told you Secretary Mitchell was in the process of suggesting leg- 
islation for. 

That is the million dollar interstate purchases, coupled with 100 
employees and that I think is and can be properly described as the 
administration measures so that the President although your paper 
would not indicate it and it wasn’t your intention this is not con- 
trary to the President’s thinking, I am pretty sure, that is on that par- 
ticular bill. There are other bills pending before this committee, one 
of which Senator Allott went into rather detailed discussion of. 

That’s all. 

Senator Kennepy. What percentage of your workers would be 
unionized ? 

Mr. Sypnor. We have no collective-bargaining agreements, sir. 

Senator Kennepy. I would imagine that a relatively small per- 
centage of the retail workers are unionized. 

Mr. Sypnor. I would say that varies considerably by the trade, 
Senator. In certain cases the large national grocery chains are fairly 
generally unionized although it varies by locality even there. 

Senator Kennepy. Just as a general matter, how do vou think the 
retail workers are able to force the employer if necessary to pay them 
a reasonable wage where so many are not unionized? Doesn’t the 
employer pay as much as he can pay in order to keep his cost down 
and keep his employees, while at the same time the employees of these 
companies are forced to buy goods made in most cases by manufac- 
turers who are unionized and who pay quite a high wage in many 
cases ? 

Mr. Sypnor. For our own company—lI can’t speak for other com- 
panies—we would prefer to pay a higher wage and get a more reliable, 
more efficient, more progressive sales employee for example if he or she 
can produce the volume of sales which justifies the higher wage. 

We think they are better satisfied. They are likely to make more 
stable employees and to reflect more credit on our stores. 

However, the industry generally has developed over many years 
figures on how much we can afford to pay as a percentage of sales and 
if the partly involved does not produce that volume of sales then we 
either have to make a change or attempt to bring her or his produe- 
tivity up to a level that will justify the wage paid. 

Senator Kennepy. Can you tell me how much your wages have gone 
up in the last year, if it is agreeable with you? 

Mr. Sypnor. It would have to be an estimate. I don’t have that 
figure exactly. I would say 5 percent roughly. 

Senator Kennepy. During the last year? 

Mr. Sypnor. Yes. 

Senator Kennepy. The last point is: One of the surveys made in 
Ohio in 1955 and the beginning of 1956 showed that while 56.4 per- 
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cent of retail workers were getting less than $1, 87 percent of those 
working in limited price variety stores, 5 and 10 and 25-cent and $1 
stores, which are in many cases multistate chains, were earning less 
than $1 an hour. Is that your experience ? 

Mr. Sypnor. I would say in Virginia that the percentage in multi- 
state chain variety stores would be smaller than that percentage as far 
as those getting less than $1. 

Senator Kennepy. Considering that the State of Ohio is a reason- 
ably high-cost State, wouldn’t that indicate, at least in limited various 
priced multistate chain stores, that their wages would not conform to 
the pattern that you suggested as far as the higher sales stores paving 
the higher wage is concerned 4 

Mr. Sypnor. You will find I believe in many of the multistate 
variety store corporations the individual store volumes may be quite 
nominal, 

In other words while the total volume of a thousand some stores all 
over the country runs into many hundreds of millions of dollars, the 
individual store volume may be in the average figures of say $200,000 
to $300,000 a year. 

Senator Kennepy. From your personal knowledge, though, you 
don’t find that these limited priced variety stores paid a lower wage 
generally than other types of retail stores, do you? 

Mr. Sypnor. I would say they pay toward the low end of the scale 
for the reason that they have gone further in the direction of using 
what is known as self-service techniques in retailing where the clerk 
is called upon to do less individual performance in effecting a sale. 

In other words, they set the merchandise out in a way that results 
in more or less automatically picking up by the customer. 

Like you have in the chain supermarkets and so forth. Actually the 
customer in the supermarket rarely sees a clerk until he or she comes to 
the checkout counter and the variety chains are going more and more 
to that same technique in their stores. 

Senator Kennepy. And on the last point you mentioned that only 
New York has a $1 minimum. The fact is that the Federal Govern- 
ment only put the minimum up to $1 two years ago. 

They might argue as long as the Federal Government is willing to 
exend its coverage on the minimum wages paid by employers who 
would come under the Federal jurisdiction, that there is not much 
incentive for a State to move up its minimum wage. Many States do 
not have a minimum wage or it is outdated, or haven’t recognized any 
increase in cost of living in the last 5 or 10 years. So State experience 
is not a good guide for use. 

What is the minimum for Virginia? 

Mr. Sypnor. We do not have a statewide minimum wage law in 
Virginia. We do have laws protecting the hours worked by women 
and child workers in the State. 

Senator Kennepy. But there isno minimum wage law ? 

Mr. Sypnor. No. 

Senator Kennepy. I want to thank you. 

We spent a longer time than the subcommittee wanted to spend. 

You represent an important organization and you have had ex- 
perience that is very helpful to us. 
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Mr. Sypnor. I would like to express the appreciation of the United 
States Chamber of Commerce for the courteous treatment extended 
to us. 

Senator Kennepy. Thank you, Mr. Sydnor. 

(A statement supplementing Mr. Sydnor’s testimony follows :) 


SUPPLEMENT TO TESTIMONY OF EUGENE B. SypNor, JR., FOR THE CHAMBER OF 
COMMERCE OF THE UNITED STATES 


ANALYSIS. OF RETAIL TRADE WAGE DATA 


This analysis presents some essential facts about the size and structure of the 
retail industry which are not generally known or understood. These facts should 
eradicate many misconceptions about the retail field. 

The data presented in this analysis are based upon figures reported in the 
1954 Census of Business. Wage data are for paid employees working the full 
workweek ended nearest November 15, 1954. They are comparable to data from 
the Bureau of Labor Statistics. 

For example, the BLS reports that in the month of November 1954, in the 
retail trade, average weekly earnings amounted to $56.50, average weekly hours 
to 38.7, and average hourly earnings to $1.46. Based on census data, average 
weekly earnings per employee for the full workweek ended November 15 are 
calculated at $56.61—or 11 cents more than the BLS figure for the full month. 
Using the BLS average of 38.7 hours worked per week, the census data indicate 
an average hourly rate of $1.463—comparable to the BLS figure of $1.46. 

All hourly rates used in this analysis are estimates based on the calculated 
average weekly earnings from the census data divided by the BLS average 
weekly hour figure of 38.7. 

The following table shows weekly and hourly wages for large, medium, and 
small retail establishments for the week ended nearest November 15, 1954: 


Sales sizes Average Estimated 
weekly wage | hourly rate 


$500,000 and over _ - $65. 20 $1. 68 
$50,000 to $499,000. sits 54.92 | 1,42 
1.08 


Less than $50,000 - : : 40.00 | 


More specifically, compare the weekly and hourly wage rates of the following 
large and small categories of stores: 


Average Estimated 

| weekly wage} hourly rate 
I Sl a lh Blac ag ete fpreentanni meen pera 
$2,000,000 to $4,999,000__ - z) $70. 60 | $1. 82 
$1,000,000 and over._-- , 65. 81 1.70 
$20,000 to $29,000__- 38.07 | 8 
$10,000 to $19,000. _- 34. 50 8Y 





Let’s look at the census breakdown of the small retailers with annual sales 
volume of under $50,000: 





| | Paid em- Proprietors 

Number of! ployees Weekly | Estimated (unincor- 

Sales size establish- working | wage | hourly porated 

ments | full work- | average | wage business) 

} week } 
| 

$30,000 to $49,000... __.___- : 287, 192 391, 380 | $42. 58 $1. 10 2038, 154 
$20,000 to $29,000 1: ; | 220,137 | 162, 227 38.07 | 98 | 226i, 874 
$10,000 to $19,000. ries : ' 252, 491 96, 497 | 34. 50 | . 89 257, 287 
$5,000 to $9,000 4 144, 815 17, 901 | 32. 14 | . 83 147, 164 
Less than $5,000 70, 272 | 4, 056 | 32.12 | 83 | 70, 550 
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Unfortunately these data do not indicate (by sales size) how many establish- 
ments had paid employees and how many did not. However, since, in every size 
category but one, the number of establishments far exceeded the number of paid 
employees, it is obvious that most of the small retail establishments had no 
paid employees or only 1 or 2. Only in the $30,000 to $49,000 size group does the 
number of paid employees exceed the number of establishments or number of 
proprietors. 

It is reasonable to say that most of these establishments rely mainly on pro- 
prietor operations rather than on employee operations. 

The foregoing data also indicate that the size of annual sales has a bearing on 
the level of wages paid. But, it can be pointed out that the number of establish- 
ments operated by a company has but little effect upon the average wage paid. 
The following table shows average weekly and hourly earnings of retail estab- 
lishments classified by number of establishments operated : 





! 


} 
Average | Average 
| weekly wage | hourly wage 


Single units: 
Operated by 1-establishment firms. _._- 


$55. 97 $1. 45 
Operated by multiestablishment firms ! 56. 47 1. 46 
LZ ioee eee tLe re 
Average, single units___- : | 55. 99 1. 45 
Multiynits: 

2 to 5 establishment multiunits- 58. 09 1.50 
6 to 25 establishment multiunits . : | 57. 94 1. 50 
26 to 100 establishment multiunits | 54. 96 1. 42 
101 establishment and over multiunits. 58. 65 1.52 
Average, multiunits. _- 57. 83 1. 49 
Average, all establishments_-_ | 56. 61 | 1. 46 





1 Single establishments of multiunit firms operating other establishments in unrelated kinds of retail 
business. 


This table shows that the range in hourly wage rates for the various cate- 
gories was from a low of $1.42 to a high of $1.52. Also, there was little variation 
in the hourly rates for single unit stores ($1.45) and multiunit stores ($1.49). 

The statement has been made that “the retail industry is dominated by giant 
chains who are among the strongest and most powerful corporations in America.” 


{Italic supplied.] Let’s look at a few facts. The following figures are taken 
from the 1954 census of business : 


|. | 
| Number of | Sales | Payroll Total 


establish- | entire entire | paid em- 
| ments year year | ployees ! 
‘emda a le Z j | 
| Thousands Thousands 
Total, all retail... __- ; oi a3 1, 721, 650 | $169, 967, 748 | $18, 198, 662 | 7, 124, 331 
Single units operated by 1-establishment firms - 1, 538, 097 | $115, 382,221 | $11,385,940 | 4,426, 749 
101 establishments and over multiunits (giant | | 
i as wade cilicsnechtdlandcsatitecaalatdlies 44,241 | $21, 402, 567 | 2,358,710 | 973, 125 
Percent of total: 
Single units _.- i ddae 2c mir 89,3 67.9 | 62.6 62.1 
101 establishments, etc 2.6 12.6 13.0 13.7 


} Workweek ended nearest Nov. 15, 1954. 


The foregoing figures do not indicate that the “giant chains” dominate the 
retail industry. 

Because of the vast number of retail establishments, their wide dispersion 
throughout the country, and the local nature of their operations, the industry 
cannot be ‘‘dominated” by any class or size group of retailers. 

Classified according to sales size, one might say that the medium-sized retail- 
ers are the predominant group since they account for a larger proportion of 
Sales, payroll, and employment than either the large or the small retail groups. 
Furthermore, small- and medium-sized retailers, combined, account for 55 per- 

89646—57——_8 
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cent of the retail payroll, 57 percent of sales, 60 percent of total employees and 
for 91 percent of total establishments. 
This can be seen from the following table: 


|—_——m i i  —— 


Sales size | 
Establish- Sales Payrollen- | Total em- 
ments tire year 


Medium—$50,000 to $499,000 __- hit. ei 
Small—Less than $50,000._.......-........_---- 








Total, medium and small - - -- deiaeal ; ; ‘ 59. 
Large—$500,000 and over dd he oeibik Sub ' 38. ; 34. 
94 





Total, 3 groups 
Establishments not operated full year 


7 
. 3 


Grand total -. Ps 0.0; 10.0) 10.0) 100 


' Workweek ended nearest Nov. 15, 1954. 

Senator Kennepy. The next witness will be Mr. Matt Triggs, assist- 
ant legislative director of the American Farm Bureau Federation, 
representing the American Farm Bureau Federation. 

Mr. Triggs, I appreciate your coming before us, and we are glad to 
hear from you. Do you havea prepared statement / 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
THE AMERICAN FARM BUREAU FEDERATION 


Mr. Triees. Yes, sir. Thank you. 

Mr. Chairman and members of the committee, the opportunity of 
summarizing the views of the American Farm Bureau Federation 
on the issues presented by the various bills under consideration by 
the committee is appreciated. 

This statement is based upon the policies adopted by the official 
voting delegates of the member State farm bureaus at our most recent 
annual meeting. 

THE AGRICULTURAL EXEMPTION 


The American Farm Bureau Federation is strongly opposed to cov- 
age of farm workers by minimum wage and hour legislation. 

Agriculture is fundamentally an industry of family farms. To de- 
pict industrialized farms or large-scale mechanized corporate farms 
as constituting a typical situation in American agriculture is erro- 
neous. This is illustrated in the following table, which shows farms 
classified by value of products sold; and, as you will note, only 154,000 
farms have gross sales which exceed $25,000. 


Farms classified by value of products sold, 1954 * 


$25,000 and over. 
$10,000-$25,000 - _ - 
$5,000-$10,000__. 
$2,500-$5,000_.._....--- 


1 United States Census Reports. 
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The data in the preceding table are in terms of total value of prod- 
ucts sold. If we deduct from such gross incomes the cost of labor, 
machinery, equipment, irrigation, taxes, power, fertilizer, feed, and 
other production supplies, a gross farm income of $25,000 may mean 
a relatively small net farm income and in some instances even a loss. 

I would like to add at this point, for agriculture as a whole, expenses 
run two-thirds of gross income, so that the 134,000 farms in the top 
classification are those with a net income somewhat in excess of a figure 
of eight or nine thousand dollars per farm. This represents not only 
the labor return but the capital return as well, and many of these are 
partnership operations in which the net income must be split two or 
three ways. 

Even the largest farms are still “small businesses” when compared 
to most nonagricultural enterprises. 

The fact that farm wages have been left unregulated does not mean 
that farmworkers have been exploited. Farmers must necessarily pay 
wages sufficient to prevent needed employees from being attracted to 
other employment. Let’s look at the facts as set forth in the following 
table. 

Senator Kennepy. Mr. Triggs, we will consider those figures read 
for the record. 

Mr. Triaes. I thank you. sir. 

(The table referred to is as follows :) 


| Index of farm | | Index of farm | | Index atten! Index of farm 
| prices! | wages ? if prices' | wages? 

ST PT - - } ve eS ee ee ee "i eee > 
1947 _ . ‘ | 276 424 || 1952. bic. Sk 288 | 508 
1948 | 287 OW Sg 258 517 
1949 bi od 250 oo 2. eee 249 | 508 
1950_ ‘ 258 432 1955 bin éecpnde 237 | 519 
1951 : 302 ery 1e08..-......:..- 235 | 542 


! Agricultural prices, United States Department of Agriculture 1910-14= 100. 
+ Farm labor situation, United States Department of Agriculture, 1910-14= 100. 


Mr. Trices. Farm wages have thus increased 5.42 times since 1910- 
14, whereas farm prices “have increased 2.35 times since then. Since 
1947 farm wage rates have increased 28 percent, during a period in 
which farm prices have declined 15 percent. 

The imposition of minimum wage and hour regulations on farmers 
would involve a heavy burden of record keeping. Under the present 
regulations employers covered by such regulations must maintain the 
following records, which must be preserved for inspection by wage 
and hour enforcement personnel : 

(1) Name, address, date of birth and type of work for each em- 
ployee. 

(2) Basis for wage payments, per hour, or per unit. 

(8) Time work starts and stops each day for each employee. 

(4) Amount earned for straight time each pay period for each 
employee, and the manner in which it is determined. 

(5) Amount earned for overtime each pay period for each em- 
ployee, and the manner in which it is determined. 

(6) Value of perquisites provided each employee each day. 


(7) Amount and nature of each deduction from wages paid each 
emplovee. 
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A farmer is a specialist in production.. A successful farmer must 
have a knowledge of soil and water management ; the latest scientific 
information relating to the particular crops he produces; competence 
to recognize and deal with insect and disease conditions as they de- 
velop; skill in the maintenance of machinery and equipment; judg- 
ment with respect to the wise use of credit; capacity to train and su- 
pervise employees; familiarity with a growing complexity of State 
and Federal regulations relating to such matters as social security, 
housing requirements, marketing regulations, Government programs, 
and insurance requirements; and competence in marketing the prod- 
ucts he produces to best advantage. 

Tf he fails in any one of these skills, the chances he will continue 
as a successful farmer are not good. 

To now require, in addition, that the farmer maintain the records 
indicated above, and to understand the application of the law to a 
whole host of complex circumstances, is to a to the skills and knowl- 
edge already required, the additional skills of the accountant and the 
attorney. 

The application of minimum wage and hour regulations to the com- 
plex business of agriculture is considerably more difficult than the 
application of such regulations to industrial enterprises. 

First is the fact that agriculture cannot be operated successfully on 
a 40-hour week, 8-hour day, punch-clock basis. The preparation of 
land, the planting of crops, cultivation, harvesting. must be done when 
the weather is right and the soil or the crop in the right condition. 
Employment is irregular from day to day and week to week. 

Second is the question of perquisites. Farm workers are normally 
furnished without charge such perquisites as housing, in many cases 
some or all of their meals, water, electricity, fuel, dairy or vegetable 
products, transportation, and other products or services of value. 
Certainly these perquisites must be considered in determining com- 
pliance with minimum wage and hour legislation. 

This means that somebody would have to place a valuation on each 
perquisite. Presumably the Department of Labor would have to have 
authority to determine if the value assigned to a perquisite was or 
was not reasonable. It further means that in order to determine com- 
pliance with wage provisions of the act, the farmer would be required 
to maintain detailed records of the amount, date, and value of the per- 
quisites furnished each day to each worker, and to use such data each 
dey to determine whether or not each worker was paid the minimum 
required by law. 

t takes no stretch of the imagination to envisage a detailed, com- 
prehensive and complex prolification of administrative regulations 
dealing with this one subject alone—all of which the farmer would 
be supposed to know and observe. 

Another complex question is the application of minimum wage 
regulations to piecework. The great majority of harvest operations 
in agriculture are paid for on a piecework basis. Because of wide 
variations in the capacity of individuals, this is the only equitable 
and effective means of compensation. 

A skilled and ambitious worker may earn twice as much as an aver- 
age worker. A slow, unskilled, less ambitious or handicapped worker 
may often earn half as much as the average worker, or even less, The 
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farmer would be required to fix the piecework rate at such level that 
even the slowest and least productive worker could and would earn 
the required minimum wage requirement, which would mean that the 
fastest workers would earn 4 or 5 times the minimum or more. 

Alternatively, the farmer would have to make a supplemental pay- 
ment, computed and recorded each day, to workers who did not earn 
enough by the piecework method to equal the minimum wages estab- 
lished by the act. This supplemental payment could only be deter- 
mined after a determination for each such employee for each day of 
the value of perquisites provided the employee on such day. 

In either event a strong incentive would be established to “soldier” 
on the job. Due to the inherent difficulties involved in supervising 
farmworkers this would be impossible to prevent. 

Piecework rates in agriculture often are variable, from farm to 
farm, from field to field, and from time to time, depending on the size, 
quality, and maturity of the product to be harvested, whether it is 
“first picking” or “last picking,” the price of the commodity and 
the supply of labor. This would further complicate the record-keep- 
ing required to demonstrate compliance with the law. 

Presumably if the worker worked more than 8 hours a day or 40 
hours a week, the farmer would be required to halt all operations, col- 
lect and add up the number of units of work performed by each work- 
er at straight time rates, and calculate a new piece work basis equal to 
114 times the regular rate (including perquisites) in order to establish 
a new piecework rate applicable to all work performed after the initial 
8 hours per day or 40 hours per week. 

Bonus payments for those who remain with the employer through a 
harvest season are common in agriculture. How are these to be han- 
dled in determining the regular rate upon which overtime pay is 
computed ? 

It takes no great stretch of the imagination to envisage the confu- 
sion resulting from the complex and comprehensive regulations that 
would be required to deal with the application of the law to piecework 
practices, and the additional record-keeping required to demonstrate 
compliance with the regulation and dealing with a hundred variations 
and special conditions, all of which the farmer would be supposed to 
know and observe. 

Another complic ating factor is that farmers normally make substan- 
tial shifts from time to time in the acreage devoted to various crops on 
their farms. In one year they may have a relatively large acreage of 
crops with high labor requirements. The next year they may have a 
relatively small acre: ige of such high labor requirement crops, with the 
result that part of the time the farmer would be covered by the regula- 
tions and the rest of the time he would not. 

In many instances farmworkers consist of family groups, normally 
paid asa unit. Some of the members of the family group may only 
work a couple of hours; others may work half a day or more. Some 
members may put in an hour or so in the morning and return to work 
a couple of hours in the evening. Some me mbers of the family may 
put in extra long hours. 

If minimum-wage requirements were applied to agriculture, this 
method of employment would be impossible. An individual work 
record would be needed for each member of the family, showing the 











98 MINIMUM WAGE PROTECTION 


time started and stopped, which might. well be different for each 
member of a family group. 

One of the many incidental questions involved would be how the 
value of perquisites should be prorated among members of the family 
in such cases. The time at which overtime pay started would in many 
instances be different for various members of the family, thus still 
further complicating record-keeping. 

It is, of course, quite true that none of the bills before the committee 
would extend coverage of the act to all farmers. We are opposed to 
any proposal to classify farms by size of operation. Farmers who 
have been able to expand their operations should not have regulations 
imposed upon them which would be so burdensome as to be penalties, 

Whatever precedent may be established by the Congress with respect 
to these “large” farmers, is in due course likely to be followed by legis- 
lation applying to medium-sized farmers, and finally to all farmers. 
This is the usual course of regulatory legislation. 

We believe the reasons that led the Congress to exempt farmwork- 
ers from the wage and hour provisions of the Fair Labor Standards 
Act are no less persuasive today than at the time the act was approved. 

For these and other reasons, the American Farm Bureau Federa- 
tion urgently recommends retention of the present exemptions of agri- 
cultural workers in the Fair Labor Standards Act. 


RECOMMENDED AMENDMENT TO AGRICULTURAL EXEMPTION 


The United States Supreme Court, in A/itchell vy. Budd, et al., held on 
March 26, 1956, that a farmer who “bulks” tobacco which he has 
raised, and only such tobacco, is subject to the Fair Labor Standards 
Act on such operations, “Bulking” is an operation involving piling 
and repiling of tobacco during the time in which curing and fermenta- 
tion takes place. 

The basis on which the Supreme Court reached its conclusion that 
the bulking of tobacco is covered by the Fair Labor Standards Act 
is that in the particular area in which the case arose, tobacco farmers 
do not “ordinarily” perform the bulking operation, but rather have 
it performed by independent processors; and that it is, therefore, not 
an agricultural operation. 

Although it is true that most farmers in the area do not bulk their 
own tobacco, there are some tobacco farmers who do perform the 
bulking operation on their own tobacco—and in some other areas 
many farmers perform the bulking operation on their own tobacco. 

In view of the fact that the statute provides an all-inclusive ex- 
emption to agriculture by defining agriculture to include not only the 
production of agricultural commodities but also “any practice per- 
formed by a farmer or on a farm as an incident to or in conjunction 
with such farming operations, including preparation for market, 
delivery to storage or to market or to carriers for transportation to 
market,” it is our view that the Court made an extremely strained 
construction which is in conflict with the intention of Congress at 
the time the statute was approved. 

It is difficult to see how far this Supreme Court decision will extend 
in future instances. Most fruit farmers do not have packing sheds 
on their farm. Most dairy farmers do not pasteurize and bottle their 
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own milk. Most chicken producers do not slaughter their own chick- 
ens, nor do most livestock producers slaughter their own cattle or 
hogs. 

In every instance, these activities are performed more frequently 
by independent processing plants than by farmers. But many farmers 
do perform such functions. Heretofore, it appeared there was no 
question but that workers engaged in such operations were not covered 
by the Fair Labor Standards Act. But under the M/itchell v. Budd 
doctrine, the courts might well conclude that since most farmers do 
not ordinarily perform these operations, that employees of farmers 
who do perform such operations are no longer exempt from wage 
and hour regulations. 

For reasons indicated in the preceding paragraph, the applica- 
tion of minimum wage and hour regulations to the incidental process- 
ing and handling operations performed by a farmer in preparing 
the products he had produced for market, would be extremely bur- 
densome; and involving costs and recordkeeping out of line with 
any conceivable benefit to anyone. 

We therefore strongly urge approval of an amendment to the 
definition of agriculture in the Fair Labor Standards Act to reverse 
the “judicial legislation” of the Supreme Court and to provide that 
farmers who engage in a processing or handling operation with respect 
to commodities they have produced on their farm shall be exempt 
from wage and hour regulation, irrespective of whether or not the 

articular handling or processing operation is ordinarily performed 
by farmers. 

Yesterday Senators Stennis and Holland introduced S. 1418, which 
is designed to establish this principle, and we would respectfully rec- 
ommend to the committee that they consider favorably the inclusion 
of the Stennis-Holland bill in any bill which may be reported by the 
committee. 


THE AGRICULTURAL PROCESSING EXEMPTION 


Farm people have a major interest in the costs of processing and 
distributing farm products. These costs are shared by farmers and 
consumers. From time to time, the Congress has been concerned, and 
appropriately so, with respect to the fact that consumer prices of food 
products have been increasing despite a reduction in prices received 
by farmers. 

The major factor causing the increase in marketing charges has 
been the increasing level of wages in processing and distributing 
organizations. 

These labor costs for processing and distributing food products are 
just as much a cost to farmers as though farmers paid the bill out of 
their own pockets. 

We are in accord with the principle that workers in processing and 
distribution industries should be paid good wages as determined by 
competitive factors and bargaining between employers and employees. 

But when Government steps into the picture to raise such costs above 
the market level, it is in effect transferring income from agriculture 
to workers by legislative action. 

_ Since agricultural processing industries are located predominantly 
in rural areas, and since it is in rural areas that wage costs are most 
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affected by minimum wage legislation, such legislation bears heavily 
upon farmers. 

The relationship between farm income and costs and the labor cost 
of distributing farm products is shown in the following table, which 
shows realized gross income of farmers; production expenses, which 
have risen rapidly; realized net farm income; and in the final column, 
the labor cost of distributing farm products, which has risen very 


rapidly. 


| Billions of dollars] 


Realized Realized Labor cost 
gross farm Production | net farm of distribut- 
} income ! expenses ! income ! ing farm 


products 2 


| 


nib 
1947 _- | 34.0 | 16. 


8 17.2 10.8 
1948 34.6 18.6 15.9 11.8 
1949 31.6 17.9 13.7 12,4 
1950 | 32.1} 19.2} 12.9 | 13.0 
1951 37.1 | 22.3 14.8 | 14.2 
1952 36.7 22. 5 14.3 15.1 
1953 ; 35. 1 21.2 | 13.9 16.0 
1954 33.5 21.4 | 12.0 | 16.5 
1955 32.9 | 21.6 | 11.3 | 17.2 
1956 Bx: 33.4 21.7 | 11.7 | (3) 


! Table 64, 1957 Agricultural Outlook Charts, U. 8. Department of Agriculture. 
> Marketing and Transportation Situation, U.S. Department of Agriculture, April 1956. 
3 Not available. 

In 1947, the labor cost of distributing farm products was 63 percent 
of net farm income. By 1955, the labor cost of distributing farm 
products had inereased to 146 percent of net farm income. This is 
an extraordinary shift in the distribution of income. 

Workers engaged in the processing and distribution of farm prod- 
ucts currently are receiving a much larger percentage of the consumer's 
food dollar than is being received by farmers. 

To the extent that an increase in the rate of coverage of minimum 
wage legislation would increase the cost of processing or of distribu- 
tion, this relationship would be further distorted. 

We further recommend that Congress enact legislation to define 
“area of production” in such manner as to actually accomplish what 
the Congress intended, and which the ordinary meaning of words 
would indicate, that is, that concerns engaged in handling and pre- 
paring farm products for market which are located in the farming 
area in which such products are grown or produced by farmers, are 
exempt from wage and hour regulation. 

The bill to which I previously referred, S. 1418, by Senators Sten- 
nis and Holland, would redefine “area of production” for this purpose, 
and we respectfully recommend that the committee give consideration 
to incorporation of this definition in any bill they might report. 

In some respects the same arguments we have presented relating 
to wage and hour regulations in agriculture are also applicable in 
agricultural processing industries. Many of these operations are very 
small; many of them are seasonal in nature; many of them have dif- 
ficult problems of training and supervising employees; many of them 
must employ during seasonal periods large numbers of persons who 
ate not normally a part of the labor force or who are not trained or 
experienced in the work assigned them. 
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To impose minimum wage and hour regulations under such cir- 
cumstances involves an excessive burden of costs which is reflected 
in prices paid to farmers. 

Many of those employed, both as farm workers and in agricultural 


processing establishments, are handicapped for one reason or an- 


other—physical handicaps, the handicap of youth and inexperience, 
the handicap of the uneducated, the handicap of age and feebleness. 

We do not necessarily do these people any favor by extending wage 
and hour regulations to their employment. The effect upon many 
would be to price their services out of the market. An insuperable 
obstacle would be placed in the way of their obtaining employment. 

One of the side effects of wage determination by Government is to 
create a class of unemployables. They are not unemployable at any 
wage—they are unemployable at the fixed wage. It would be hard 
to imagine any more disastrous measure which could be taken with 
respect to the persons this proposal is intended to benefit. 

We submit that, irrespective of the application of minimum wages 
and hour regulation to industry generally, there is merit in leaving 
some places in our economy in ‘which handicapped persons may find 
employment—where they are not priced out of the market. 


EXEMPTION FOR POULTRY AND DATRY BUYERS 


Some of the bills before the committee provide for the termination 
of the maximum hours exemption for poultry and dairy buyers. 

We believe this exemption was provided for good reasons. These 
buyers often work irregular hours, and their hours s are, in considerable 
measure, determined by themselves. At times such buyers will work 
long hours; at others their workweek will be substantially less. Such 
buyers are performing a management or executive function involving 
a degree of independent judgment and discretion. 

To apply a maximum hour regulation to employees of this type is, 
in our view, an unnecessary and undesirable intervention in the re- 
lationship between an employer and employees having responsible 
executive functions. 


EXEMPTION FOR OUTSIDE SALESMAN 


For somewhat similar reasons we are opposed to the proposed elimi- 
nation of the present exemption from wage and hour regulation of 
outside salesmen. 

Our interest in this matter is that cooperatives and other marketing 
agencies selling farm products, and mutual insurance companies and 
farm supply companies serving farmers, employ such salesmen. 

Needless to say, outside salesmen are not subject to direct super- 
vision while performing the services for which they are employed. 
The number of hours they work during any day or week is, in many 
instances, determined by ‘the salesman rather than by the employer. 
Compensation is based primarily upon results rather than on the num- 
ber of hours worked. 

Under these circumstances, the application of minimum wage and 
hour regulations would be impractical and would involve unnecessary 
recordkeeping and costs. 
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BASIC CONSIDERATIONS 


It is our belief that the national welfare will be best served by a 
minimum wage program of limited scope and applicability, thus 
permitting demand-supply situations and bargaining between the 
parties to be the dominant factors. 

If there were any validity to the concept that wage determination 
by Government is an effective means of increasing worker purchasing 
power, then workers in most European countries would have higher 
purchasing power than United States workers—they have been in- 
volved in government wage-fixing longer and more comprehensively 
than we. 

The regulation of wages and hours—when carried to extremes and 
when made applicable to situations in which it is not practical of ad- 
ministration—reduces real income of workers. 

Real income is reduced because human resources must be diverted 
from productive effort into the sterile function of recordkeeping and 
checking compliance with wage and hour regulations. This involves 
a waste of our most important resource—our manpower. Such waste 
is reflected in prices higher than would otherwise be necessary, or in 
real wages less than would otherwise be the case. 

We may well have reached the point at which further intervention 
of Government in wage and hour determination is defeating the ob- 
jectives of such intervention. Stated in other terms, the law of 
diminishing returns may be applicable to governmental intervention 
in wage and hour determination, as it is to most other aspects of life. 

The net effect of the elimination of the exemptions referred to in 
this statement would be: 

(1) To transfer income from farm people, whose net incomes have 
been declining for several years, to workers, whose net incomes have 
been increasing steadily for many years. 

(2) To impose a regulatory burden involving excessive costs and 
recordkeeping, the costs of which would in large part be borne by 
farm people. 

The opportunity of expressing the views of the American Farm Bu- 
reau Federation with respect to these issues is appreciated. 

Senator Kennepy. Thank you, Mr. Triggs. 

Senator Allott ? 

Senator Atuorr. Yes. 

I realize the hour, Mr. Chairman, but there are two or three phases 
of this, Mr. Chairman, which I believe are very vital, and which I 
would like to go into very briefly. 

Am I to assume from what you say in the latter part of your state- 
ment, that there is a great deal of labor in the farm market which is 
(a) either young men, boys just getting started, or (4) that they are 
people of extremely limited employment possibilities 

Mr. Triees. Well, this is quite true, as you well understand, Senator 
Allott, in many agricultural areas, that the need for farm labor may 
jump from a thousand to 20,000 in a matter of a couple of weeks, and 
in order to find labor to perform the harvest operation at. all, it 18 
necessary to call on large numbers of people who are not a part of the 
regular labor force. 

In such cases, the employment of housewives, high schoo] students 
on weekends or in vacation periods, old people, retired people, who do 
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not wish to work steadily, and many people who are handicapped in 
these and other respects, is a very common situation. 

Senator Atiorr. During the hearings last year, when I was going 
into this matter of industrial farms, some people who were the pro- 
ponents of this minimum wage regulation of last year produced some 
figures—I do not recall what they were—indicating or stating that the 
number of industrialized farms, or what you and I would call indus- 
trialized farms, was very great in the United States. 

Now, in your statement you have an indication. I was wondering 
if you have any other figures which would indicate the number of 
industrialized farms or farms which are really factories in the farm 
field ? 

Mr. Triecs. Well, I am afraid we do not. This type of figure is sim- 
ply not available. I think there is need for modification of the census 
classification to get more specific data in this connection. 

We do know that the great majority of these 134,000 farms fall over 
the line, but not way over the line. There are, of course, a very few 
large farm operations in the United States. These are developed by 
yarticularly competent individuals, and as a general rule, not always, 
brut as a general rule, upon their death are broken down and divided, 
the property is either sold to other people or the heirs divide the prop- 
erty among them. So that it is not a permanent, continuing situation. 

Senator At.orr. And in the development of that, would you con- 
sider the development of the Baughman farms through the Great 
Plains area as an example of that, or are you acquainted with that? 

Mr. Trices. Tam not acquainted with that, sir. 

Senator Atiorr. Do you have any figures available which would in- 
dicate the average number of employees according to either the size or 
the income of the farm ? 

Mr. Trices. Let me answer that in kind of a general way. 

The bill as before the committee indicates, of course, that farms with 
400 man-days of employment in any quarter during the year would be 
covered. 

Now, a lot of folks who are not as familiar with agriculture as you 
are, Senator, assume that any farmer who employs 400 man-days of 
work is a pretty large operator, but that is simply not so. 

I think, for example, of a cling peach orchard I am familiar with in 
California, about 20 acres, with a yield of 20 tons per acre, about 400 
tons of cling peaches per year. 

Now, throughout the entire year this is a one-man farm operation. 
The farmer does all the pruning and the cultivation and the irrigation 
and the spraying. But during a relatively short harvest period, since 
the average output per worker is about a half a ton per day, and he 
has 400 tons, he will employ 800 man-days of labor in a short period of 
dor 4 weeks. 

This man is still a very small farmer. He isa family farm. There is 
nothing socially undesirable at all. And the application of the wage- 
and-hour regulation to this type of an operation would be very burden- 
some under the circumstances, and this is just typical of many. 

But I have not quite answered your question, and I know that I 
haven’t, but the answer is, I don’t know of any place 

Senator Attorr. You do not have any figures available—— 
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Mr. Trieas. That iscorrect. 

Senator Axxort, In classifications like that. 

I want to bring these figures you have given us down to where they 
have another kind of significance. I do agree with you that he is cer- 
tainly not an undesirable type of citizen, the man you are speaking of; 
he is one of the finest. Now, $25,000 and over—and this would be true 
pretty well all through the West—would not be an unusual income 

of an irrigated farm of 160 acres, would it? 

Mr. Triaas. No, sir, it would not. 

Senator Attorr. Thisis in normal times. 

Mr. Triccs. That would probably mean a net income of $6,000 to 
$9,000, and that is both a labor and capital income. 

Senator Attorr. And that would represent, on a typical quarter see- 
ion of irrigated land, an investment of not less than $200 an acre, or 

$32,000, for the farmer. 

Mr. Trices. Plus $15,000 in equipment. 

Senator Atuorr. Plus $15,000 in equipment, and that would be 
minimum, 

Mr. Tricas. Yes, sir. 

Senator Atorr. And the investment in the farm, in.a good irrigated 
farm, could be at least in many instances more than double that. In 
other words , there e are many areas where good irrigated land brings 
from $400 to$ $500 an acre, and perhaps in excess sometimes. 

Mr. Trices. That is quite correct, Senator. 

Senator Atxorr. So that in this particular instance, it could repre- 
sent what is essentially a one-man operation, that is, a family opera- 
tion, and certainly you would never think of a quarter sec tion of land 
as being an industrial farm in any sense. 

Mr. Trices. That is correct. 

Senator Atiorr. And it would be regarded, I believe, by your terms 
and by other farm organizations, as a typical farm unit, would it not? 

Mr. Triccs. Absolutely. 

Senator Ac.orr. All right. 

Mr. Triees. Even larger than the size you have indicated. 

Senator Atiorr. Even larger, up to 320? 

Mr. Triaes. Yes. 

Senator Atiorr. And maybe even larger than that. But the point 
I want to get at is that with this $25, 000 and over income, this man 
might have an investment of anywhere from $32,000 up to, and 
chopping it off at the quarter-section level, have an investment of 

$32,000 up to $64,000, maybe $75,000, in his land and buildings, plus 
another $15,000 in equipment. And this $6,000 to $8,000 in net income 
he gets out of that is his return, as you suggest, not only for his own 
labor but for his apital investment, which m: Ly approach $90,000. 

Mr. Triees. That is correct. 

I would like to give an example of this which I am fairly familiar 
with. I know ofa farm operated by a father and six sons as a partner- 
ship. I would guess that their gross farm income is $100,000 a year. 
This is one of these very large operations, statistically, but this gross 
farm income may represent, and I would guess th: ‘ it represents, a net 
farm income of maybe $30,000, $40,000. 

This has to be divided among seven families, all of whom, all the 
boys have families and live on the farm. 
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So what it really comes down to is, these figures, which sound as 
though this is a tremendous farm operation, what you have actually 
got are 7 people on a farm, each earning $6,000 or $7,000 for their 
labor and their capital investment and the | lahor of their families, 

Senator Autor. Shifting over to another type of farming, which 
is characteristic in the W est. and I am not talking about the East be- 
cause I do not know anything about it, but it is characteristic in the 
West, is the case of wheat farming. 

A man may farm 2 or 3 sections, and probably not employ any labor 
except during 2 times during the year, and that is when he is drilling 
and preparing his land or when he is h arvesting, in which event, in 
the course of a very few days, his man-hours could go over the 400 
limit. Isthat not true? 

Mr. Triaes, Very quickly, yes, sir. 

Senator Atiorr. Now, one other point I want to particularly bring 
out, and that is that 400 man-hours of employed labor would not in 
any sense make the ordinary farm an industrial enterprise. It would 
be a very common thing, would it not ? 

Mr. Tries. Extremely common, This is only employment of 6 
persons for a 3-month period; or, what would be a more typical situ- 
ation, 12 persons during a harvest season for 6 weeks. 

Senator Arzorr. There is one other phase, and then I will desist. I 
assume you have studied S. 1267. 

Mr. Triaes. Yes, sir. 

Senator Artorr. From what you say, I assumed you had. 

And have you determined in your own mind ‘whether the bill as 
drawn—perhaps this is a question better for lawyers—but have you 
determined whether or not this would leave out and still exempt 
our ditches, our mutual ditches, mutual canal companies, and people 
who store and deliver water to farmers ? 

Mr. Tries. As I understand it, this exemption to which you refer 
is nowhere to be found in the Fair Labor Standards Act. Is it not 
true that from time to time they put it into an appropriation bill? 

Senator Antorr. No. I have the Fair Labor Standards Act of 
1938, as amended, before me, and under exemptions, section 13, sub- 
paragraph (6), it says: 

Any employee employed in agriculture or in connection with the operation 
or maintenance of ditches, canals, reservoirs, or waterways not owned or oper- 
ated for profit or operated on a sharecrop basis which are used exclusively for 
supply and storing of water for agricultural purposes. 

Mr. Trices. Oh, yes, that is correct. 

Senator Auzorr. And the question is perhaps more a legal one, but 
Ido want to ask you this: Would it be possible, on any practical basis, 
to operate a ditch or a canal or a water-storage company, whether it is 
mutual or private—and I might say for the record that most of them 
are mutual, that is, they are owned by the farmers themselves—would 
it be possible to operate such a company practically upon any kind of 
a minimum salary provision ? 

Mr. Triacs. Well, it would be extremely difficult. My knowledge 
in this field is strictly ( Californian and not too extensive at that, but 
there are—there is in the irrigation business a considerable amount 
of employment which is just sitting there or walking a ditch, which is 
exceedingly irregular, which is of ften living at a major point which 
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has to be watched and a valve turned from time to time or something 
else done. There is not much work involved, but you just have to be 
there for a large number of hours per day. 

And certainly it would substantially increase the costs to farmers, 
of water, if this were put on a strictly fair labor standards basis. 

Senator Attorr. Thank you very much, sir, for your help. 

Senator Kennepy. Mr. Triggs, I think that the thought was, among 
those who desired to extend coverage to farmers, that it was an at- 
tempt to cover only those with an income of perhaps $25,000, what 
has been called the corporation farm. 

Now, some of those are large and are run as businesses. Do you 
feel that any of them, even the largest ones, such as the Di Giorgio 
family, which is a corporate farm employing a couple of thousand 
people, should be brought in ? 

Mr. Trices. Well, Senator, we are very conscious of the opening- 
wedge aspect of this thing. 

Senator Krennepy. Aside from the opening-wedge aspect, which is 
an important aspect, I agree, and I do not want to underrate it, do 
you not feel just as businesses that they could be considered employers 
of labor on a large scale, and should be considered by this committee, 
particularly if they are paying substandard wages? 

Mr. Trices. Well, I can’t quite answer your question, because I am 
bound by policy; and our policy, because of our concern with the open- 
ing-wedge aspect, is clear cut. 

Senator Kennepy. I understand that out of the 4,782,000 so-called 
farms in the United States, the agricultural census showed there were 
134,000 large-scale farms producing over $25,000 worth of farm prod- 
ucts a year. 

Have you got any idea what percentage of Government support 
prices might be paid to those 134,000 large-scale farms ? 

Mr. Triaes. No, I don’t sir, and I don’t think there has ever been 
any distribution of the estimation of the evaluation of that program 
by size of farm. 

Senator Kennepy. I think the Di Giorgio farm, which is, I guess, 
the world’s largest, contains 31,000 acres in California land and other 
places, and it 1s estimated they employ 2,000 workers fulltime. 

Now, would you not say that they might be considered by this com- 
mittee for coverage ¢ 

Mr. Trices. They have exactly the same problems that I have indi- 
cated in my statement, that would be most difficult for the Di Giorgio 
farm, and certainly I am not here defending them particularly, as any 
other farmer. That is the irregularity of employment, the fact that 
wages are paid on a piecework basis rather than on a per hourly basis, 
the fact that perquisites of various kinds are provided—these are all 
tremendous complications in the recordkeeping. 

And it is also true that in the situation in which the Di Giorgios find 
themselves, they have to pay the going price for labor. They havea 
terrific labor problem, because farm employment is seasonal, they have 
to go out and bid for labor, and bid hard, and I think that if you were 
to look at their particular wage records, you would find that they pay 
wages in excess of anything covered by the minimum wage. ‘The 
objective is being accomplished, even though they are not specifically 
covered. 
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Senator Kennepy. The average wage of farmworkers in 1954 was 
just 88 cents per hour, and according to Mr, Mitchell from the AF'L- 
CLO, wages in the South and Southwestern States were lower, varying 
from 35 to 70 cents an hour. 

Mr. Trices. Well, it is rising very rapidly. The most recent figures, 
as of January 1, 1957, show that the average farm wage for a farm- 
worker provided a house, is $165 a month in addition to the house 
and other perquisites, and the average rate per hour to a worker with- 
out either board or room is 95 cents an hour. They will also normally 
be provided transportation to and from employment. _ 

Senator KenneDy. Evidently Mr. Mitchell also testified in the 1950 
census there were 20,089 extra large farms, mostly located in the West- 
ern States, each with 5,000 acres or more of land. 

Of course, having a large percentage of the farm productivity of 
those States, those are not family farms; those are corporate farms, 
Land is very expensive, most of it is irrigated. 

Would you not think those farmers are able to keep books? They 
must keep extensive books for tax purposes. 

Mr. Trices. I am not familiar with the source of the material, but 
it seems to me there is something wrong with it, because there just 
aren't that many farms that big in the West. I feel reasonably sure 
that includes ranches. And a 10,000-acre ranch is only a family farm 
inmany parts of the United States. 

I have worked in agriculture all my life, and I cannot find very 
many corporation farms. I can name about a dozen in the whole 
United States, and that is all I know. Corporation farming is an 
inefficient organization of agriculture, and in the long run the family 
farm is the most efficient, economic unit, and will outcompete it every 
time. 

Senator Krennepy. Well now, the 1954 Census of Agriculture 
shows there were 134,000 large-scale farms producing over $25,000 
worth of farm products a year. Would you not call that a large farm, 
producing more than $25,000 worth of farm products a year? 

Mr. Triees. I had an exchange with Senator Allott while you were 
gone, and went into this in considerable detail. Let me resummarize it. 

Senator Kennepy. I will read the record on it. 

Mr. Trices. I may merely say this may represent a net income of 
5, 6, 7 thousand dollars, and in many cases of a partnership, because 
very many of our large farms are operated by partnerships. 

Senator Kennepy. Thank you, Mr. Triggs. I appreciate your testi- 
mony. 

Senator Artorr. May I just for the sake of the record say at this 
time, in totaling the figures you gave, I note there are 3,192,634 farms 
which are under the $25,000 per year gross income, according to the 
1954 figures. 

Mr. Trieas. Yes. I would like to make this comment, since the point 
has been raised: A lot of folks are saying that the family farm is dis- 
appearing. Well, this is not statistically correct. It is a pretty hardy 
institution, and it is the most efficient production unit we have. 

There were more farmers in 1954 with gross farm incomes of $2,500 
or more, than there were in 1950. 

Now, what is happening is an extraordinary reduction in the num- 
ber of very small farm operations, those with gross incomes below 
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$2,500—gross incomes. These are mostly Negro sharecroppers, and 
white sharecroppers, too, moving out of certain areas. And while this 
adjustment is commonly difficult and painful for the individuals, their 
opportunity for themselves and their families is normally improved 
in the long run, because certainly there is no future and no opportunity 
in unemployment or partial employment on an uneconomic-sized farm 
unit. 

Senator Kennepy. Thank you very much, Mr. Triggs. We appreci- 
ate your coming before us. 

Mr. Triees. Thank you, Senator. 

Senator Kennepy. Mr. G. 8S. Paul, vice president in charge of 
operations for the Western Union Telegraph Co. 

Will you proceed, Mr. Paul. 


STATEMENT OF G. S. PAUL, VICE PRESIDENT IN CHARGE OF 
OPERATIONS, THE WESTERN UNION TELEGRAPH CO.; ACCOM- 
PANIED BY JOHN H. WATERS, GENERAL ATTORNEY, THE 
WESTERN UNION TELEGRAPH CO. 


Mr. Paul. Mr. Chairman, I am G. S. Paul, and with me here at the 
table is Mr. John H. Waters, our Western Union general attorney. 
I am vice president in charge of operations for the Western Union 
Telegraph Co. 

I appreciate the opportunity to appear before this subcommittee 
and present the views of my company with regard to proposals to 
extend the coverage of the Fair Labor Standards Act. 

Let me explain at the outset that my company has not the slightest 

uestion to raise with respect to the application of the Fair Labor 
Standards Act to its own employees. Western Union itself has no 
exemption from the statute. 

What does deeply concern Western Union, as I explained in my 
previous appearance before this subcommittee on May 4, 1955, is the 
serious damage that would be done to the public interest if a number 
of small retail stores, local in every sense of the word, were to lose 
their exempt status under the act simply because they handle a small 
number of telegrams as an accommodation and service to their com- 
munities. : 

As I stated in my 1955 appearance, Western Union endeavors to 
furnish telegraph service that will reach as many points as possible. 
To provide such a nationwide service, and as the only feasible way 
to reach the small communities involved, Western Union has estab- 
lished thousands of telegraph agencies throughout the country, supple- 
menting the network of officers maintained by the telegraph company 
in the larger places. 

These agents are generally the individual proprietors of a wide 
variety of local businesses, including drug, grocery, hardware, cloth- 
ing, furniture and other stores. Their operations come within the 
meaning of “retail or service establishments” as defined in clause 2 of 
section 13 (a) of the act, and their employees are FLSA-exempt. 

Western Union has about 8,600 agencies which are FLSA-exempt; 
of this number, approximately 4,900 are located, in small communities 
having a population of 5,000 or less. These communities depend gole- 
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ly on this agency type of representation for direct telegraph service. 

The remaining 3,700 agencies are located in communities where 
Western Union also maintains its own employee-operated telegraph 
offices. In such communities, the agency supplements the service al- 
ready provided by the Western Union office, thus affording more con- 
venient telegraph service to the public, or extended hours of service, 
than would otherwise be possible. 

If Western Union’s agents were to face the loss of their FLSA- 
exempt status merely because of their telegraph representation, the 
only result would be the forced discontinuance of thousands of agen- 
cies, leaving an equivalent number of small communities without the 
telegraph service these agencies now provide. 

I might add that there are 1,650 communities in the 7 States 
represented by members of this committee where such a situation 
could be expected to occur. 

What useful purpose would be served by such action completely 
escapes me. There would be no extension of the coverage of the Fair 
Labor Standards Act; the public would suffer by being denied tele- 

aph service supplied by these agents; and the agents themselves, who 
in the main represent small business in the truest sense of that phrase, 
would be denied the modest income they now receive from Western 
Union. 

Senator Kennepy. May I interrupt you? 

Mr. Pau. Yes. 

Senator Kennepy. How many employees are there handling just 
Western Union work in these retail establishments that might be 
affected ¢ 

Mr. Paut. I have no figure on that, Senator Kennedy. The agents 
frequently are a 1-man operation, just a 1-man store. 

Senator Kennepy. I am sure there is no desire to include those, if 
it is that type operation. I would like to get some figures from you, 
though, which would give us more precise knowledge whether some 
of these might be a larger operation than that. 

Mr. Paut. I don’t believe we have any figures with us on that. 

You see, our agencies, Senator, are independent contractors, and in 
this operation we have no managerial control over them whatsoever, 
or managerial interest in their business, other than the contractual 
arrangements for agency representation. We therefore have no 
knowledge of our own as to their internal setup. 

Senator Kennepy. You are just talking about places which have a 
setup where they do not have a revenue of $500 a month? 

Mr. Pau. That is correct. 

Senator Kennepy. What would be their average income? 

Mr. Pauw. Of the 8,600 agencies, it will average probably a hundred 
dollars a month. 

Senator Kennepy. Could you give us some figures on that, too, the 
classifications of how it breaks down, if you have those figures, on their 
revenue ? 

Mr. Pauw. The breakdown from $500 going on down, is that what 
you mean ? 

Senator Kennepy. Yes, how many it would include. I do not think 
there is any disposition on the part of this committee—— 

Mr. Pauw. Yes; I can give you that roughly. 
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Senator Kennepy (continuing). On the part of this committee 
to interfere with your operation here if it is genuinely a supplemental 
operation, very supplemental to 

Mr. Pau. That is right. 

Senator Kennepy. So I would like to get these figures now. 

I have read your testimony and your statement, so has Senator 
Allott, and with the exception of the information which I would 
like to get in answer to those two questions, you might be willing to 
file the rest of it for the record, as we more or less understand what 
you are getting at. The point is a good one, unless your figures hap- 
pen to disprove the emphasis you made. 

Mr. Pavw. I have some figures, in answer to your question. 

Senator Kennepy. Would you care to give those orally, and put the 
rest of the statement in the record and consider it as read ¢ 

Mr. Pauw. Yes. 

Senator Kennepy. Without objection, so ordered. 

Mr. Pauw. May I call to the attention of the committee the fact that 
Secretary of Labor James P. Mitchell, in his appearance before you 
on February 25, recommended amendments to the coverage of the law 
which, in Mr. Mitchell’s words— 
would not bring within coverage an individually owned and controlled estab- 
lishment merely because it operates under a franchise from, or has contractual 
relations with, an enterprise that is covered. 

That is precisely the situation of the local retail merchants who 
represent Western Union on an agency basis. 

The Fair Labor Standards Act now contains a specific provision, 
written into the statute in 1949, after full committee hearings, designed 
to facilitate the establishment and maintenance of telegraph service 
in thousands of small communities which otherwise could not be 
served. This language, incorporated in section 13 (a) (13) of the act, 
states that the provisions of section 6 and 7 of the act shall not apply 
to the following: 

An employee or proprietor of a retail or service establishment as defined in 
clause (2) of this subsection with respect to whom the provisions of sections 6 
and 7 would not otherwise apply, engaged in handling telegraphic messages for 
the public under an agency or contract arrangement with a telegraph company 
where the telegraph message revenue of such agency does not exceed $500 a 
month ; 

It is quite obvious that if section 13 (a) (13) is deleted, thousands 
of communities will be without telegraph service, since it is not econom- 
ically feasible for Western Union to provide direct. representation for 
such communities. The rental of an office, the wages of a manager 
and a messenger, rent, light, heat, and telephone costs—all of these 
and other expenses clearly would far exceed revenues, particularly 
when it is considered that the average revenue for Western Union’s 
agents asa group islessthan$100monthly. _ 

I might explain that the provision I have just quoted was written 
into the act in 1949, because, at that time, Western Union and its local 
agents were faced with conflicting interpretations of the law. This 
arose when one Federal court of appeals ruled that such agents were 
themselves employees of Western Union, while another federal court 
of Appeals ruled that such agents were independent contractors rather 
than employees of Western Union. The Supreme Court refused to 


review the question. 





— aD. aa 


~ on» 


~~ Dm“ 


SOs 


GS TM 


su 
we 
sti 
Wi 


cle 











MINIMUM WAGE PROTECTION lil 





In 1949, when the Fair Labor Standards Act of 1938 was amended, 
Congress found it to be in the public interest to eliminate the confu- 
sion and the possible liability resulting from these two conflicting 
court decisions. It was recognized then, and it is equally true today, 
that if such agents were deemed to be employees of Western Union, 
substantial procedural and administrative difficulties would result, 
and direct telegraph services would be denied to thousands of small 
communities. 

We urgently request that this telegraph agency exemption be re- 
tained in the law. 

May I repeat to the subcommittee respectfully that our only con- 
cern is to insure the continuance of telegraph service to thousands of 
small communities where agency operation is the only practicable way 
to provide such service. 

If the exemption provided by section 13 (a) (13) were to be with- 
drawn, as proposed in §S. 1267, thousands of communities would be 
left without telegraph service, since it is not economically possibile 
for Western Union to provide direct operation in these small places, 
nor could the proprietors of the small local retail stores who now rep- 
resent Western Union jeopardize their exempt status under the act for 
the sma]] amount of compensation they receive for handling telegrams. 

I should like to thank the committee for atfording me the oppor- 
tunity to present these facts, supplementing Western Union’s pre- 
vious statements. We shall be glad, of course, to produce any further 
information this committee may desire and to answer any questions 
that may be asked at this time. 

Now, Mr. Chairman, of the 10,902 agencies, 10,686 of them have rev- 
enues under $500 a month. 

Senator Kennepy. Excuse me, I did not hear that, sir. 

Mr. Paut. Of the 10,902 agencies which are Fair Labor Standards 
Act-exempt, 10,686 have revenues under $500 a month—I beg your 
pardon. I stated in the statement we have 8,600 agencies which are 
exempt from Fair Labor Standards Act. Now, these figures that I 
have with me do include some agencies that are subject to Fair Labor 
Standards Act, for a total of 10,902 agencies. 

Of those, 10,686 are under $500 per month revenue; 10,439 are under 
$400 per month ; and 10,126 are under $300 per month. 

That will give you an idea as to how the range runs, and the reason 
why I say the average for these 8,600 agencies is a hundred dollars a 
month revenue, that is revenue taken in. 

Senator Atnorr. The exemption you are asking for, and which you 
wish continued, is as it is now contained in section 13, subsection 
(13) —— 

Mr. Pau. That is right. 

Senator Atiorr (continuing). Of the Fair Labor Standards Act? 

Mr. Pauu. That is correct. 

Senator Kennepy. Well, now, if you get any additional figures to 
supplement the points you just made on this breakdown of income, 
we would be glad to have them put in the record right after your 
statement. ‘ 

Mr. Pavt. All right. We will see what we can develop on that 
with respect to these 8,600 agencies. 

Senator Kennepy. If we could get a breakdown so we could get a 
clearer idea of how many there are actually of a hundred dollars, and 
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how many there might be up to 300 and up to 500, just to give the 
committee a little idea of the size of these enterprises. Five hundred 
per month is quite a lot in revenue, it is $6,000 a year. 

Mr. Pavut. Yes. This figure of $100 a month, Senator, represents 
gross telegraph revenue taken in at that agency. 

Senator Kennepy. I understand that. 

Mr. Pauw. This does not represent the agent’s compensation. 

Senator Kennepy. I understand that. But nevertheless, $500 a 
month shows it is a reasonably active effort to take in $500 a month 
In revenue in telegrams. 

Mr. Pavt. It averages about 15 messages a day originating at that 
agency. 

Senator Kennepy. All right. Thank you very much, Mr. Paul. 

Mr. Warers. Senator Kennedy, I just wanted to correct something 
which I peg you said about these small retail establishments. 
They are not Western Union employees as such. They are employees 
of the retail establisment. We do not hire them or discharge them. 

_ Senator Kennepy. I understand. You do not want them brought 
in just because they have this Western Union affiliation. 
r. Waters. That is corect. 

Senator Kennepy. That is not their central part of their business; 
and I would be inclined to agree, without giving it long consideration, 
that your point is well taken. 

Mr. Waters. Thank you, Senator. 

Senator Kennepy. Thank you very much, Mr. Paul, for your state- 


ment. 
(Additional information furnished by Mr. Paul follows:) 


THE WESTERN UNION TELEGRAPH Co., 
New York, N. Y. March 11, 1957. 
Senator JoHn F. KENNEDY, 
Chairman, Subcommittee on Labor of the 
Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 


Dear SENATOR KENNEDY: When I appeared before your subcommittee on behalf 
of the Western Union Telegraph Co. on February 28 relative to considerations 
being given a number of bills designed among other things to eliminate section 
13 (a) (18) of the Fair Labor Standards Act, you requested that I furnish addi- 
tional data with respect to the following items: 

“(1) How many employees are there handling just Western Union work in 
these retail establishments that might be affected?” 

To the best of our knowledge there are very few employees of these agents, if 
there are any at all, who are engaged solely in the performance of Western Union 
work. The gross telegraph revenue for these agencies averages considerably less 
than $100 a month, and the agent generally receives up to 45 percent commission. 
An agency with telegraph revenues of $100 per month would handle a total of 
about 6 sent and received messages daily, which would require a maximum of 
40 minutes’ time. Gross telegraph revenues even of $500 per month represent a 
physical telegram load of only about 30 sent and received messages per day. In 
accordance with our experience, it should not require more than 314 man-hours 
of time to handle this volume as a maximum. Accordingly, it is obvious that 
neither the amount of compensation received by an agent nor the amount of 
time required for telegraph handlings would be sufficient to justify the assign- 
ment of an employee full-time to Western Union work. 

As I stated to the subcommittee, Western Union has about 8,600 agencies which 
are FLSA-exempt; of this number, 4,900 are located in small communities where 
Western Union does not have its own offices and are established with small retail 
or service stores. In these small communities, such retail or service stores are 
often a family affair and, in any case, generally have only 1 or 2 employees, 
whose primary duties are of course in connection with the business of the retail 
or service stores. 
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Most of the remaining 3,700 agencies, which provide after-hour or supplemental 
telegraph agency service, are also located in retail or service stores. The volume 
of telegraph work is quite low and, similarly, requires only a small portion of 
the time of the agent or his employee. In some instances supplemental service is 
provided at hotels, and other public gathering points. In the case of hotels, the 
agents’ own business requires a larger number of employees than the ordinary 
retail stores; nevertheless, the number of telegram handlings is so limited as 
to require only a small part of one employee’s time . 

I should like to reemphasize that none of the personnel at the 8,6000 FLSA- 
exempt agency offices are Western Union employees, and that the telegraph com- 
pany does not control the business of the agent or his employees. In every sense, 
the telegraph operations at these agencies are supplemental to the primary busi- 
ness of the agent. 

“(2) Classification of agencies by revenue groups.” 

Based on a sampling study made in 1956, following is an approximation of the 
number of FLSA-exempt agents in various revenue ranges between $250 and 
$500 a month. A breakdown of revenue below $250 a month is not available. 





Number o. 
Revenue range: ae 
a ee 118 
aca eck Ae ae apts etious nce ag eo ia eaebie nanan 260 
EE OR ect E bebe leb cl eh Sr ae ee 186 
NR I ip instsi ea hice cqecbinpid dn cc iehheell Atha E tiniacechgnla bebtiecslate heuaiatblohs 8, 036 
i a a a a a 8, 600 


While it is indicated there are 564 agencies with revenues in excess of $250 
per month, it must be remembered that most of these agencies are located in 


small communities where we must depend on the small retail establishment to 
act as our agent. 


My statement to the subcommittee that the “average revenue of Western Union 
agents as a group is less than $100 monthly” was intended to indicate the average 
monthly revenue of all our agents, including those which are not FLSA-exempt. 
While we do not have average revenue figures separated as to those which are 
FLSA-exempt and those which are not, it is a fact that the average telegraph 


revenue at all the 8,600 FLSA-exempt agencies is considerably less than $100 per 
month. 


Thank you for this opportunity to furnish this additional data for the record. 
Very truly yours, 


G. $ Paut, Vice President. 
Senator Kennepy. The last witness this morning is Mr. Frederick 


J. Bell, executive vice president, National Automobile Dealers Asso- 
ciation. 


Admiral, I am sorry we kept you waiting so long, but we appreciate 
your coming. You are well known to members of this committee 

ause of your distinguished service in the Navy, particularly in the 
Pacific in the last war, and it is a great pleasure to have you here. 


STATEMENT OF FREDERICK J. BELL, REAR ADMIRAL USN 
(RETIRED), EXECUTIVE VICE PRESIDENT, NATIONAL AUTO- 
MOBILE DEALERS ASSOCIATION; ACCOMPANIED BY JAMES 
MOORE, GENERAL COUNSEL; DR. ROWLAND KIRKS, LEGISLATIVE 
COUNSEL; AND PAUL HERZOG, DIRECTOR OF RESEARCH, NA- 
TIONAL AUTOMOBILE DEALERS ASSOCIATION 


Mr. Bett. Thank you very much, Mr. Chairman. 

I should like to present to you some members of the staff: Mr. James 
Moore, general counsel; Dr. Rowland Kirks, the legislative counsel ; 
and Mr. Paul Herzog, director of research. 

Senator Kennevy. Thank you. 
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Mr. Bett. I am aware, as you are, of the hour. My statement would 
run a little longer than 15 minutes. If the committee would desire, 
I would submit the statement for the record and cut my verbal testi- 
mony to less than 15 minutes, plus any questions you might like to ask. 

Senator Kennepy. That would be fine, and we will consider this as 
read and placed in the record. 

Mr. Bett. Mr. Chairman and members of the committee, my name 
is Frederick J. Bell. I am executive vice president of the National 
Automobile Dealers Association. 

I wish to thank you, Mr. Chairman and the members of the com- 
mittee, for the privilege of appearing and being given the opportunity 
to oe the views of small-business men with respect to the proposed 
legislation under consideration by your committee. 

The National Automobile Dealers Association consists of approxi- 
mately 30,000 members out of the some 39,000 new car and truck dealers 
in the United States. Our members are engaged in selling goods and 
Services in their respective communities to local consumers. Our 
membership extends into every State and every Congressional District 
in the United States. 

It is our view that wages should be earned—not legislated. 

Our members, the backbone of America’s small business free enter- 
prisers, are apprehensive that the expression “free, competitive enter- 
prise” may well be destroyed of all meaning, and be replaced by a 
Government-controlled form of enterprise that is neither free nor 
competitive. 

I’m not here to plead the inability or the lack of desire of an auto- 
mobile dealer to pay a living wage to all of his employees—a wage 
that is directly in line with conditions within the local market in 
which he operates. 

Obviously, the words that the gentlemen of the trade unions so fre- 
quently use—“sweatshop conditions,” “substandard wages,” and so 
on, do not apply to the franchised automobile dealers of America who, 
as I said earlier, represent in every community across the country 
the very essence of a small-business free enterpriser. 

You will find in him the man who heads up your local community 
chest and charity drives. You will find in him a good churchman 
and a good, sound, solid, civic leader. 

His average capital investment is $108,000, and he gives employ 
ment on the average to 16 people. 

I might add that on the basis of figures just completed, the members 
of NADA during 1956, the men who sold the vast majority of the 6 
niillion new passenger cars that were bought in America during the 
year, had a profit for the entire year of eight-tenths of one percent 
(on sales) before taxes. 

I’m not here to ery poor mouth or to plead inability. I do want 
to point out, however, that the profit picture of the retail automobile 
industry as a whole might well create concern on the part of any 
economist or businessman or Government leader, because of the ex- 
tent of the impact of the automobile industry on the national economy. 

This typical, average, small-business man to whom I’m referring— 
civic leader and stalwart citizen—is a very rugged individualist, 
jealous of the rights of an individual, determined to preserve to the 
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fullest possible extent the rights of individuals which he feels are in- 
herent in the Constitution and in the Bill of Rights. 

He is equally determined that he will, Risofer as he is able, fight to 
protect the rights of the State where he lives and in which he carries 
on his business. 

A further injection of the Federal Government into matters that 
are properly and historically local or State in character is abhorrent 
to this citizen. In his mind it represents many isms, but it does not 
represent Americanism. 

n his mind it is directly contrary to his teachings and his beliefs in 
free markets for free men, the free and uncontrolled workings of the 
marketplace, and he wonders just how far the Federal Government 
will go in further encroaching on the rights of an individual, the 
rights of a community, the rights of a State, before we begin to lose 
all semblance of the political and economic fabric with which America 
has been built. 

By no means does this indicate that he’s the type of man who either 
fears change or who faces the future by looking constantly over his 
shoulder at the past. I know of no group of men in any business who 
perform in a more dynamic atmosphere of competition than the men 
who sell those American necessities, the automobile and the truck. 

There are two grounds for our opposition to an extension of the Fair 
Labor Standards Act to the retail trade. The first is general in nature 
and is applicable to not only our retail business, but applies generally to 
all retail business. 

The second justification which will be developed upon the conclusion 
of the first, deals solely with our own industry. 


EXTENSION OF FEDERAL REGULATIONS INTO RETAILING IS BOTH UNDESIRABLE 
AND UNNECESSARY 


In the absence of Federal interference and regulation, the fact re- 
mains that average wages in retailing have generally kept pace with the 
rise of wage rates in other sectors of the economy. At the same time, 
hours of work have continued to decline in retailing as in other indus- 
tries. Also, payrolls have more than kept pace with gross sales. 

In 1948, payrolls accounted for 10.4 percent of sales as compared 
with 10.8 percent in 1954. It is apparent that extension of the Fair 
Labor Standards Act to retailing under these circumstances is unwar- 
ranted. To do so would constitute further Federal encroachment into 
an area of economic activity which is local in nature. 

If regulation and control is desirable or necessary, the States have 
both the authority and the responsibility for taking the necessary ac- 
tion. If this matter is left to State determination, individual char- 
acteristics of the local scene may be properly taken into account so as 
to confer the maximum good with the minimum harm. 

_ Wage differentials among the various States are considerable. To 
impose one uniform Federal wage standard on the entire Nation would 
result in inequities in some areas and would serve no purpose in others. 

The majority of retail establishments are local in nature. This is 
true whether they are part of a chain or an independent establishment. 
This local characteristic has resulted in the general practice on the part 
of retail stores to establish working hours, working conditions and 


basic wages based upon their local situation. 
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It is important to recognize the distinction between the activity of 
manufacturers of merchandise and the retail merchants of these prod- 
ucts. The former normally ship their manufactured products to 
wherever there is a demand, whereas the retail establishments are local 
in character and cater to a more or less fixed market in that particular 
geographical area. 

This distinction between manufacturing and retailing is already 
recognized by the Fair Labor Standards Act. The potential ability of 
all manufacturers, whether large or small, to reach the same market 
has resulted in the application of the Fair Labor Standards Act to all 
manufacturers, The same rationale should be applied to the retail 
industry. 

In considering whether to extend the Fair Labor Standards Act to 
retailing, the true characteristics of retailing should be analyzed and 
understood. Rather than originating a flow of goods which finds its 
way into every corner of the Nation, as is the case with the manufac- 
turer, the retailer makes goods and services available to the ultimate 
consumer in a local area. Whether independent or part of a chain, a 
poner normally serves a local community, and rarely crosses a State 

ine. 

As a rule, the retailer takes the final and ultimate step in commerce. 
His is the face-to-face contact with the consumer. This local char- 
acteristic of retailing should be the controlling factor in the present 
question, and this feature clearly indicates that it is inappropriate to 
extend Federal regulation to retailing. 


INFLATION AND INEQUITIES WILL RESULT IF THE FAIR LABOR STANDARDS 
ACT IS APPLIED TO RETAIL ESTABLISHMENTS 


American industrial history demonstrates that rising wages are a 
product of increased productivity. When wages rise not as a result 
of increased productivity, inflation follows. Inflation does not im- 
prove the standard of living. 

In the retailing trades and industries, productivity has not kept 
pore with improvements enjoyed in other sectors of the economy. 

ith the exception of services and construction, increased produe- 
tivity in retailing has lagged behind all other industries. 

The income produced per person employed in retailing is nearly 
one-fourth lower than in manufacturing, and the trend would indi- 
cate that this gap is widening. 

It has not been established that an extension of the Fair Labor 
Standards Act to retailing establishments will increase productivity 
per employee. The reverse seems to be indicated. 

The practical problems involved in complying with the law would 
constitute an unreasonable burden to those engaged in retailing. This 
burden would be greater than in many other industries because of 
the complex wage structure that prevails in retail trade where bonuses, 
commissions and other special forms of compensation prevail. 

To determine “regular hourly rate” of pay would require each estab- 
lishment covered by the law to employ the services of an expert in this 
field. Limitation of operations to a 40-hour week, coupled with an 
increased pay burden for time in addition to the 40-hour week are 
unrealistic when applied to a business dependent upon the good will 
and convenience of the general public for its existence. 
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Application of the Fair Labor Standards Act as a result of imposing 
an pemereey standard based on annual total sales will result in inequi- 
ties and will discourage growth within the industry. 

The business burden which would result to a retailing establishment 
in keeping the necessary records and executing the required reports 
under this law might well dictate the wisdom of restricting sales 
volume to a point just under that figure which would make them sub- 
ject to the provisions of this law. 


TO EXTEND COVERAGE OF THE FAIR LABOR STANDARDS ACT TO RETAIL 
AUTOMOBILE DEALERS WOULD BE UNREALISTIC AND RUINOUS 


Traditionally, NADA has opposed legislation which would limit or 
diminish the existing retail and service establishment exemption and 
extend Federal wage and hour coverage to franchised automobile and 
truck dealers. 

We have taken this position because such limitation or extension of 
coverage would create discriminations and impose inequities. We are 
here today to reffirm and reassert that position. 

The overwhelming majority of retail automobile dealers are local 
small-business men. 

The typical frachised automobile dealer engages in the following 
activities : 

(a) He sells new motor vehicles, as well as used vehicles which 
are accepted in trade, and parts, tires, batteries, and accessories. 
Today the ratio of used vehicle sales to new vehicle sales is approx- 
imately 2 to 1. 

(6) He engages in repairing automobiles, trucks, and farm 
tractors. 

(c) He services motor vehicles and in this connection some 
operate a gasoline filling station, grease and wash racks. 

Practically all of the retail dealer’s customers are ultimate consum- 
ers in his community. These customers are both private, public, and 
business users of motor vehicles. 

The principal work force of an automobile dealer is composed gen- 
erally of salesmen, repair mechanics, servicemen, and clerical workers. 

The typical retail automobile dealer does not come under the pres- 
ent law by virtue of the retail and service establishment exemption. 
A suggested legislative proposal, however, would extend the coverage 
to dealers with a gross annual business in excess of $500,000, or to per- 
sons employed in firms with 5 or more establishments. 

Also, those dealers who did over 25 percent. of their business with 
business users would not be exempt regardless of the total volume of 
business done. 

Such extension of coverage would have discriminatory effects. 
These proposals would place some dealers under the wage and hour 
standards of the law and exempt others, notwithstanding the fact that 
exempt and nonexempt dealers may be located in the same community, 

in keen competition with each other, use the same type of labor, 
and employ pay practices which are similar if not identical. 

If the $500,000 standard is applied to automobile dealers, 61.7 per- 
cent of the dealers of the country would be subject to the minimum 
wage and overtime requirements of the law. Most of these are dealers 
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who sell the more popular lines of automobiles because they have the 
largest dollar volume of business. 

This would mean that mechanics, servicemen, and other employees 
of such dealers would come under the coverage of the law, while the 
same classification of employees of dealers in other lines of cars, who 
have a lower volume of business, would not come under the law’s cov- 
erage, 

Hourly earnings and pay rates of automobile mechanics, service- 
men, and so forth, are substantially the same in any given particular 
locality, irrespective of the size of the dealer’s establishment where 
the mechanics or servicemen may work. Hence, the unfairness of a 
$500,000 classification as applied to automobile dealers is immediately 
apparent. 

There is no justification for discriminating between competing 
automobile dealers whose employees perform identical services and 
are compensated on substantially the same basis. 

Moreover, in operating repair shops and service stations, automo- 
bile dealers are also in direct competition with independent garages 
and filling stations which do not sell motor vehicles, and most of 
whom would be exempt. Because the dealer is selling a high unit cost 

roduct, he may be made subject to the act notwithstanding that he 
fas only a few employees and a small place of business. On the other 
hand, other retail and service establishments having larger places of 
business and more employees would be exempt because they sell low 
unit cost products. 

The Small Business Administration takes cognizance of the fact 
that automobile dealers sell a high price per unit item and therefore 
cannot be classified in the same category with retailers in general. 
With respect to automobile dealers who qualify for loans from this 
Administration, a test of $2 million total gross annual sales is used in 
determining whether the business is small; whereas the test, applied to 
other retailers generally is only half that amount. 

The “business use” test which the proposed legislation injects is one 
that was rejected by Congress in 1949—and for very good reason. It 
certainly makes little sense to say that a sale of an automobile to a 
private householder is retail while the sale of a similar automobile to 
a local grocer for use in his business is not retail. 

Proposed legislation would also render nonexempt any dealer who 
did over 25 percent of his business in the sale of trucks because trucks 
are always sold for business, commercial, or farm use. 

Because of the nature of the services which the automobile dealer 
renders in most communities, he is required to offer such services to 
the public during 6 days of the week. These services are an indis- 
pensable part of local transportation, and the local community is 
vitally dependent upon them. 

It would be virtually impossible to limit the work of the dealer’s 
employees to 40 hours a week, as contemplated by the objectives of the 
law. Most dealers’ establishments are too small to introduce a shift 
system of employment. Hence, most dealers would have to pay over- 
time penalties on a regular basis. 

It is significant to note that while discharging this responsibility of 
serving the needs and desires of the owners of 60 million automobiles 
and trucks, the average weekly hours of employment in 1956 by auto- 
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mobile dealers was 43.8 hours, and the average hourly earning was 
$1.81 per hour. 

This is the highest average hourly rate paid in all of the retail 
trades, except in eating and drinking establishments where tips play 
a major factor. This is almost a 6 percent reduction in the average 
weekly hours worked since 1945. For the same period, the average 
hourly wage rate rose 88 percent. 

This has been done voluntarily by automobile dealers without the 
compulsion of either Federal or State laws. 

The foregoing is true, whether the individual dealer does an annual 
volume of business of over or under $500,000. The $500,000 limita- 
tion, therefore, is irrelevant to the question of whether the automobile 
dealer should be exempt from the law. 

Furthermore, the application of the overtime provisions to em- 
ployees of the automobile dealer would be extremely burdensome be- 
cause of the difficulty of computing overtime pay for the automobile 
mechanic who in many communities receives a guaranteed minimum 
rate, plus a piece rate, plus incentive bonuses. 

This difficulty was clearly demonstrated in our industry during the 
period prior to the 1949 amendments, when many dealers were re- 
garded by the Department of Labor as covered by the law. During 
this period, many dealers made an attempt to comply with the law, but 
found that their attorneys and accountants were unable to advise them 
definitely as to how overtime should be computed. 

Penalties for violation of the Fair Labor Standards Act are very 
severe, since they provide for retroactive double liability plus attor- 
ney’s fees and criminal punishment. An employer who is to be made 
subject to the act should be apprised of that fact in clear and un- 
ambiguous terms. 

To impose upon him the impossible task of determining whether his 
business is one affecting commerce is to fail to inform him of his re- 
sponsibilities and punish him for violations of which he is unaware. 

As heretofore pointed out, the retail automobile dealer is a local 
businessman, and we oppose the extension of the act to him because 
of the local character of the business he operates. The law as orig- 
inally written was intended to exempt him. As President Roosevelt 
stated in proposing minimum-wage legislation to Congress in 1937: 

There are many purely local pursuits and services which no Federal legislation 
can effectively cover. 

Then, Senator Black, now Mr. Justice Black, the sponsor of the 

legislation in the Senate, expressed the same view when he said: 
* * * businesses of a purely local type which serve a particular local community, 
and which do not send their products into the streams of interstate commerce, 
can be better regulated by the laws of communities and of the States in which 
the business units operate. 

The franchised automobile and truck dealers’ establishments are 
typical of the local businesses referred to in these quotations. The 

ealer is required to adjust himself to the demands of his community, 
whether it be agricultural, mining, or industrial, and regardless of its 
size. In selling and servicing cars he is furnishing essential trans- 
portation services in his local community. 

Conditions vary greatly from community to community, and local 
working conditions cannot be made uniform by a single national 
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standard. Therefore, the impact of the proposal to extend the law 
to retail automobile dealers would vary greatly between different 
communities. 


THERE IS NO NEED TO EXTEND COVERAGE TO AUTOMOBILE DEALERS 


Within the retail trades, automobile dealers paid the highest aver- 
age wages of all the major 11 groups in which the Bureau of the 
Census divides retail trade. They also paid higher average wages 
in establishments with annual sales below $100,000 than the compar- 
able wages that were paid in the largest units selling general mer- 
chandise. The most current data in this area is for the year 1954. 

The highest wages in retailing were paid by the automotive group. 
Average weekly wages in this group were 25 percent higher than for 
all retailing when eating or drinking places are excluded, and 50 
percent higher than in general merchandise, the group of retail estab- 
lishments with the lowest wages. 

Even with the position of automobile dealers within the retailing in- 
dustry being as high as it is, there is nonethless a variance in average 
weekly wages paid of $41.39 in 1 State to $89.37 in another. 

I’m informed by our researchers that within 10 years, 90 percent of 
the job openings for young people will be in the field of sales and 
service rather than in production and manufacturing. 

Recognizing that many, many thousands of these young men and 
women will seek and receive employment by the small-business men 
who comprise our membership, NADA is expanding as rapidly as 
possible its services in the field of good business management and 
good human relations. 

It is our belief that it is the duty of business, small as well as large, 
to accept the obligation and the responsibility for creating ever better 
job opportunities. I repeat, we think that is our job; not the job of 
the Federal Government. 

In summary, the small-business men whom I have the honor of rep- 
resenting, men who are engaged in a very vigorous form of intracity 
and interstate commerce, oppose any further extension of the Federal 
Government into the matters that are and must remain local and 
State affairs. 

Dedicated in the future to improving the economic climate of all 
America, to which they have made so vital a contribution in the past; 
willing to take their chances of success or failure in a rugged, com- 
petitive business; violently opposed to special privileges for any per- 
son or any group, they will continue to reject as an un-American, un- 
democratic, unwise, and unsound, any action by their Government 
that would deprive the States of their historic rights or that would 
place the individual, regardless of where he might live or the type of 
work that he might perform, in the position of operating under gov- 
ernmental controls, Federal strangleholds that might well become in- 
creasingly oppressive. 

In conclusion, the extension of the Fair Labor Standards Act to 
embrace the retailing industry will not necessarily increase produc- 
tivity, nor will it provide the ability of the retail industry to pay 
higher wages. High wages which are the result of increased produc- 
tivity produces a better standard of living. Both high wages and a 
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better standard of living rest upon the freedom of American industry 
to.grow and expand in a climate unrestrained and unimpeded by re- 
strictions and regulations. 

For the foregoing reasons, the National Automobile Dealers As- 
sociation vigorously opposes the enactment of any proposal which 
would extend the coverage of the present. law, and respectfully urges 
that the retail and service establishment exemption in the Fair Labor 
Standards Act be preserved in its present form. 

Senator Kennepy. I have some figures here for 1954 in which the 
Department of Labor classified the various branches of retailing as 
follows: At the bottom was variety stores, paying 91 cents an hour; at 
the top was automotive and accessories, paying $1.68. 

There is no doubt your statement is accurate about the good wages 
that the people you represent pay, and obviously even if they were 
brought under the law, it would have no effect on their wages. 

I assume what really is concerning you is the overtime provision ; is 
that correct ? 

Mr. Bex. The overtime figure is of concern because of the particu- 
lar nature of the business, but. I think of even deeper concern, Mr. 
Chairman, is the matter of additional encroachment, as these local 
businessmen regard it, in community and local affairs. 

As I pointed out and as this statement points out, to a degree we 
can be pretty proud the way these small-business men, even faced with 
that profit picture, themselves have handled the matter of wages, 
hours, and living conditions. 

There is a whale of a lot more which can be done and, as pointed 
out in this statement, through the many seminars, conferences, and 
management aids that we as an association are trying to provide, we 
are seeking on a voluntary basis to build better living conditions for 
the people who work for the automobile dealer. 

They like that element of voluntarism. They would like to see the 
Government come into any phase of the operations of a small-business 
man only as a last resort when al] other efforts have failed. 

Senator Kennepy. I understand their reasoning, but I would like 
to get more precise information as to this overtime. 

Mr. Beri. As to that overtime, that figure is what, 43 hours? 

Senator Kennepy. Forty-three hours. 

Mr: Breit Forty-three hours. 

Senator Krnnepy. So actually, you say that, aside from the ques- 
tion of the theory of the proper role of Government which you have 
just been discussing, a would agree it would have no effect on your 
wage level, because obviously your figures show you are paying above 
a dollar. 

Mr. Bru. It is $1.81 now, and the average hours 43.8. 

enator Kennepy. So the overtime provision would have some effect 
on your people. 

Mr. Bett. That would have some effect, yes, Mr. Chairman. 

Senator Kennepy. Senator Allott? 

Senator ALtorr. What is the general practice now with respect to 
your automobile dealers? Most of them pay overtime, do they not? 

Mr. Bett. Oh, yes. Most of them pay overtime. And, of course, we 


do have these various conditions, with special regard to the sales force, 
of flat rate and commissions. 
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Mr. Herzog is currently conducting a survey, trying to bring us u 
the latest information which, with the permission of ‘the chairman, 
shall see is submitted to this committeee, because that will give us 
current information on such matters as overtime, methods of paying, 
and other things that are germane to the points at issue. 

Senator Kennepy. That would be very helpful. 

Senator Atrorr. One other question: Is there any information 
available in your office as to the percentage of your units, that is, deal- 
ers, who are under union contracts ¢ 

Mr. Bett. It is between 17 and 18 percent at the moment. There 
is a very well organized and very concerted effort, as publicly an- 
nounced by Mr. Beck and Mr. Hayes, to increase that percentage. 

Senator Antorr. I just wanted that one figure. Thank you very 
much. 

Senator Kennepy. What percentage would be paid overtime and 
what would be the rate of overtime? Would it be, you suggest—— 

Mr. Bex. Mr. Chairman I shall have to get that for you because 
it is not a figure that we would normally have. 

Senator Kennepy. I would like to get what percentage and whether 
they are paying time and a half or what percentage of that they 
might be paying for overtime. 

Mr. Bei. I will see that we get that for you Mr. Chairman. 

Senator Kennepy. Then I would like to find out, since the mini- 
mum would not affect you but the overtime would, what your estimate 
would be as to the amount, the percentage of sales, that an overtime 
provision would cost you. 

Mr. Betz. You mean the dollar amount of overtime expressed as a 
percentage of sales? 

Senator Kennepy. That is correct, and perhaps any other percent- 
age of whatever else your research man might feel would be illuminat- 
ing and helpful to the committee, in order to demonstrate the eco- 
nomic impact on your business. 

Mr. Betu. We shall be delighted, sir, and will provide those as 
quickly as we can. 

Senator Kennepy. Thank you. 

(The information referred to follows :) 

NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 
Washington, D. C., April 4, 1957. 
Hon. Joun F. KEnnNepy, 
United States Senate, Washington, D. C. 


Deak SENATOR KENNEDY: Upon the occasion of the appearance of Adm. 
Frederick J. Bell, executive vice president of NADA, before the Senate Labor 
Subcommittee on February 28, the committee requested additional data on several 
points, the immediate answer to which was not then available. At that time 
Admiral Bell indicated his desire to provide the committee with the information 
which it sought. 

At this time it is with pleasure that we transmit to you the enclosed material. 

Sincerely, 
Rowtanp F. Kiexs, 
Legislative Counsel. 


AUTOMOBILE DEALER OVERTIME PAYMENTS 


Unfortunately, detailed information on automobile dealer premiums, paid for 
overtime is not available for the Nation as a whole; however, a study on work 
schedules and supplementary benefits in auto repair shops is reported in the 
Monthly Labor Review of February 1954, volume 77, No. 2, pages 159-160, 
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published by the United States Department of Labor, Bureau of Labor Statistics. 

While this article, as has been indicated, pertains to all auto repair shops, 
the manner in which the information was collected would indicate that the 
franchised automobile dealers were the predominant factor in providing the 
information which determined the results. This is due to the fact that the scope 
of the study excluded auto maintenance departments in other industries as, for 
example, trucking and bus transportation, and also te the fact that the scope of 
the study was limited to shops (or repair departments) with more than four 
workers. In the 21 areas analyzed by the report an estimated 4,250 shops em- 
ploying 83,000 workers met the requirements necessary for inclusion, and of these 
628 shops were included in the sample. 

The report found that the industry was characterized by a wide diversity in 
weekly work schedules within and among the areas analyzed. From 7 to 11 
different work schedules were reported in all except 4 areas. Uniformity with 
regard to weekly hours was found only in the San Francisco Bay area where all 
shops reported a 40-hour work schedule. Schedules of 44 hours were reported by 1 
or more shops in 20 areas and this was the most common workweek in 12 areas. 
Schedules in excess of 48 hours were also found in nearly all areas with the 
longer workweeks generally being 49 or 50 hours... These longer schedules applied 
to about two-thirds of the workers in Richmond, Va., and one-fourth or more in 
Atlanta, Baltimore, Buffalo, Denver, Detroit, and Memphis. 

Many workers with schedules longer than 40 hours were paid at premium rates 
for work beyond that number of hours. Three-tenths of auto repair workers 
within the scope of the study, including some of those who regularly worked 44 
hours or more per week, were eligible for pay at time and one-half for those 
hours worked in excess of 40 hours a week. One-sixth of the workers were 
eligible for time and one-half after 44 hours a week, while one-half of the 
workers of the industry (in the 21 areas surveyed) were eligible for time and 
one-half for work beyond a specified number of hours a week. 

While the Labor Department study indicates that a substantial number of 
auto dealer employees did receive premium pay for overtime beyond varying regu- 
lar schedules of hours of work, it must be pointed out that the areas included in 
the study not only had widely varying points of departure for premium overtime 
calculations, but also that the study was conducted in every instance in the major 
cities within a specific area. For example, southern cities included were: At- 
lanta, Baltimore, Dallas, Memphis, New Orleans, and Richmond. 

It is obvious that the smaller dealers located in the more rural areas did not 
necessarily follow this pattern. It should be of interest, however, to note that 
even in the areas analyzed by the report which are not typified by union activity, 
economic competitive factors, and alternative job opportunities available to 
labor have, to varying degrees, brought about the necessary adjustments in 
the workweek in conformity with local patterns without the necessity of impos- 
ing inflexible Federal regulations which does not take cognizance of the geo- 
graphic economic variations with which the dealer must cope. 
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dealers 
report on 


FRINGE BENEFITS r 
and SALESMEN’S COMPENSATION 


The cost for each hour of productive labor in a dealer- | 2 
ship has gone up. Weekly wages and hourly rates are no 
longer accurate measures of workers’ income or the labor 
costs involved in doing business. There are numerous 
benefits that constitute a “Shidden payroll.” 
; 


The “hidden payroll’ or benefits are the things that pro- 
spective salesmen, service personnel and office workers 
want to know before joining a dealership. That’s why 
your NADA Personnel Relations Committee conducted 
national surveys to get facts and figures that show what 
the nation’s dealers are doing for their employees in two 
vital areas of personnel relations—fringe benefits and 
salesmen’s compensation. 


SALESMEN 


More than 18,000 questionnaires were sent out, with the 
returns representing 20 percent of the total mailing. The 
analyzed returns parallel NADA’s geographic membership 
distribution as well as the membership pattern of volume 
groups. They were proportioned to give the proper rep- 
resentation to each make. The comprehensive analysis of 
the returns was made by the NADA Department of Research. 


Compare these findings with your own organization's 
fringe benefits and salesmen’s compensation plans and see 
exactly what your position is in the national picture. 4 


The charts and tables are broken down by groups as follows: 


a) a 
| _ ow aoa — 
mr | __ow tie 
av [te ermoeunie 
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The average salesman makes a weekly salary of: 
$ 92 in Group I $130 in Group III 
$111 in Group II $143 in Group IV 


In those four groups, dealers employ an average of 
two, four, eight and 16 salesmen respectively. 


Average weekly payroll ranges from a low of $169 
in Group I to a high of $4,700 in Group IV. 


_ The largest percentage of dealers pay their salesmen 


on a salary plus commission basis. Next largest 
figures are found in the straight commission column. 


Ninety percent of all dealers who pay on a straight 
commission payment method give a percentage 
amount rather than a flat dollar per unit amount. 


AVERAGE NUMBER OF SALESMEN (ALL TYPES) 
1g EMPLOYED PER DEALER 





> 


DOLLARS 


Average No. Salesmen 
(all types except truck) 


3.8 
48 
4.6 
47 
5.5 
6.3 
7.6 
7.8 
7.1 
8.1 
11 


89646—57——_10 
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salesmen’s compensation 


SUMMARY OF FINDINGS 


The average percentage amount paid is five percent. 
Of all dealers who pay new car salesmen on a salary 
plus commission basis, 66 percent pay $50. 41 per- 
cent of those allow two percent commission, 25 per- 
cent allow three percent. 


Ten percent of dealers who pay salesmen on a 
straight commission basis pay a flat dollar per unit 
amount. 


Only 15 percent pay a percent gross profit per car. 


Twenty-seven percent of dealers open evenings are 
open two nights a week while 23 percent are open 
three nights. The next highest figures are 17 and 14 
percent for five and six nights, respectively. 


AVERAGE WEEKLY EARNINGS OF SALESMEN 
é (ALL TYPES) 





Average Total Week! 
Sales Payroll per ler 


Average Weekly 
$89 
$96 





188 
(Insufficient information) 
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report no. I continued 
voc METHODS OF COMPENSATING SALESMEN 


WB STRAIGHT SALARY STRAIGHT SALARY 
SS STRAIGHT COMM. PER WEEK $9] 
MORAW + COMM. (average per salesman, all types) 


osBB8S8S3sss 


NOTE: in Groups | and I, where straight salary is used, we pee! 
applied to all types of salesmen. The averages for Groups 111 and IV 
are based on extremely small samples which are neither representative 
nor necessarily accurate, but may be useful in providing a benchmark 
to dealers in those groups. 


STRAIGHT SALARY PAYMENT METHOD 


Of the 13% of the dealers using the straight salary payment method, the 
following reasons were expressed with 1 to their preferences of the plan: 


Volume classification — 
1. Salesmen take interest in dealership. of dealers who replied: 


STRAIGHT COMMISSION PAYMENT METHOD 


Of the 17% of the dealers using the straight commission payment method. the 
following is 2 summary of the advantages listed by the dealers who favored 
this plan in the order of preference: 


by — salesmen to earn cae to 
ability. 
Tends to — those salesmen who 
coast on a = 

. Cuts down for extensive super- 
vision. 

. Permits dealer to compete with other 
dealers who have no salesmen. 


DRAW PLUS COMMISSION PAYMENT METHOD 


Followi a summary of advantages listed in the order of preterence by the 
4% ot oslo who favor this plan: 


; more sales and more profit 
t sale. 
rovides security and unlimited earn- 
* ing potential. 2 : 
. Low producers quickly discovered. 
. Provides security during slow months. 
. Salesmen can control their own sone 
. Helps to keep salesmen sati: 


SALARY PLUS COMMISSION (Per week, ail groups) 


© 10 20 30 40 50 PERCENT 


NOTE: In cases where dealers paid on a draw plus commission 
or salary plus commission basis, onl a smal percent expend 
the amount of commission involved in “dollars per unit.” In 
such cases, however, Se eee Oe 
per unit commissions proved to be by far the most popular 
combinations. 


on hY SPREAD (Salary plus dollars per unit commission) 


USED CAR 
SALESMEN SALESMEN SALESMEN SALESMEN 


SALARY PLUS COMMISSION PAYMENT METHOD 


Of the 56% of the dealers using this payment method, the following reasons 
were expressed regarding preference of this plan over any cther plan: 


~ 


_ 
o 


CeENnNOw pwr 


. More incentive for volume in all types of 


units. 


. Gives maximum seturity to salesmen, | Volume classification 
. More control over salesmen. 
. Plan forces dealers to weed out low pro- 


ducers. 

Salesmen like it. 

Creates cooperative attitude. 
Salesmen take interest in dealership. 


. Helps to control unit sales cost. 
. Combines best features of salaried plan 


and straight commission plan. 


. Best for combination salesmen. 
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ee: PERCENTAGE OF DEALERS WHO ARE OPEN EVENINGS 
report no. § continu 


Number of 
si PLUS COMMISION (a wk pup ‘| ettetie ffe pte ds de | 
26 23 9 7 16 


© 10 20 30 40 SO __ PERCENT 


Information 
derived 

from the dealers 
on this 


method DEALERS PAYING SALESMEN A PERCENT OF 


of compensatron GROSS PROFIT PER CAR 
varies radically, 


However, 

there are areas 

of Some 

concentration. 

About 70% 

of the total 

rariations 

are concentrated 

in the 

combinations 

listed . 

Of this 70%, 
the breakdown 

(left) portrays the ' i Vv 
telative importance 

pan ew PERCENTAGE OF DEALERS WHO ARE 


OPEN SUNDAYS 


STRAIGHT COMMISSION (Average per salesman, all groups) 


Of all dealers paving salesmen ona straight commission, 
90% pay on 2 percentage basis. 


PERCENTAGE BASIS 


PERCENTAGE OF DEALERS FURNISHING SALESMEN 
WITH DEMONSTRATORS 


For dealers who pay on a percentage basis, the following 
are the average percentages paid: 


5% 

sv 

5” 

Ss” 

10% of deaiers who pay salesmen on a straight commission basis 
pay @ flat doliar per unit amount. The average per unit amounts aré: 
New Car Solesmen $66 
Used Cor Saiesmen 48 
Truck Sotesmon 60 
Combincton Solesmen 63 





PROTECTION 
DEALERS SELLING NEW DEMONSTRATORS To 
SALESMEN AT A DISCOUNT 
The average bonus paid on financing covers a wi 
also. However, by far the most eommon one is $5, 


MINIMUM WAGE 


Wilda i Whittle 


: 
; 
: 
: 
f 
° 


GAS, OIL AND SERVICING FURNISHED BY DEALERS 


report no. 1 continued 
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report no. 2 fringe benefits 


1, More than 90 percent of dealers who offer vacations 
allow one week vacations to employees with less than 
12 months’ employment. 


2 After 36 months’ service, at least 37 percent of the 
dealers who offer vacations allow two weeks for em- 
ployees in all departments. 61 percent still only afford 
their employees one week’s vacation; about two per- 
cent offer more than two weeks’ vacation. 


3, The average number of annual holidays observed is 
six—with 54 percent of the dealers allowing that 
many. Next highest is five, observed by 16 percent 
of the dealers. The extremes are two (one percent) 
and ten (one percent). 


4, At least 32 percent of all dealers who give sick leave 
have no set policy. Of those that do have a set policy, 
a minimum of 36 percent allow one week, with a 


AVERAGE NUMBER OF EMPLOYEES PER DEALER: 


16 


AVERAGE 
ALL GROUPS: 


(weighted) 


AMOUNT 


2 wks 


1 wk 
2 wks 


1 wk 
2 wks 


T wk 
2 wks 


NEW CAR SALES 
$53 


SUMMARY OF FINDINGS 


minimum of 16 percent allowing two weeks’ leave 


for sickness. 


. About 84 percent of all dealers give a morning coffee 
break, and 74 percent also give an afternoon coffee 


break. 


. Seventy-five percent of dealers have hospitalization 
insurance plans and 33 percent of them pay all of 
the costs. 30 percent pay half the costs. 


. Seventy-one percent have surgical benefits included 
in the hospitalization plans and 34 percent of them 
carry the entire cost burden. 31 percent share half. 


. Sixty-one percent of the dealers have a life insurance 
plan, with 39 percent paying for the entire plan. 
. Sixty-six pereent of all dealers have a Christmas 


bonus plan, with one week’s pay the most popular 
payment method. 


AVERAGE ANNUAL NEW CAR SALES PER DEALER: 


AVERAGE 
ALL GROUPS: 
(weighted) 


LENGTH AND TYPE OF EMPLOYEE'S SERVICE 


OF hs than 12 mos 12-24 mos ae mos 
LEAVE Shop Sales “= Sales me Sales, Ofc. Shop Sales 
5 " 
0 


Over 36 mos 


62 
1 13 3 40 33 37 
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report no. 2 continued COFFEE BREAKS (Given by dealers) 


ALL GROUPS 
(weighted) 


PERCENT 


SICK LEAVE. of dealers whe offer sick leave, the foliowing table shows 
the percent distribution of sick leave granted by group and by length of 
employee service in the dealership: 


LENGTH AND TYPE OF EMPLOYEE'S SERVICE 
GRrouP AMOUNT 
ie Less thon 12 mos 12-24 mos 24-36 mos 
Ofc. Shop Sales | Ofc. Shop Sales | Ofc. Shop Sales 


ALL 
(weighted) 





N -aN® 
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DEALERS SHARE OF THE COST (those having plan) 


SURGICAL BENEFITS 
MEDICAL BENEFITS 


kad 
= 
= 
3 
z 
= 


HOSPITALIZATION 








: DEALERS HAVING PLAN AVAILABLE 








report no. 2 continued 


HEALTH INSURANCE 
DEALERS HAVING PLAN AVAILABLE DEALERS SHARE OF THE COST (those having plan) 
00 


DEALERS SHARE OF THE COST (those having plan) 


U@aNNw 


FURNISHING AND MAINTAINING WORK CLOTHES 
Dealers making allowance for work clothing 


ALL GROUPS 


Most popular bonus plans } weeks pay Over $50 cash 


order preference: $50 or less cash 2 weeks pay 
le sl . A % of the profits 


NOTE: Breakdown of fringe benefits survey by make available on request. 
Enclose fifty cents to cover postage and handling. 
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Profit sharing 


Percent of dealers having 
@ profit-sharing plan 


16 
23 
25 


All groups (weighted) 17 

Most common plans: 

A percent of profits at year end is split with key personnel. 
A percent of profits is divided among all employees. 

Senator Kennepy. I feel your presentation has been very helpful, 
and we want to compliment you and your dealers on the wages they 
are paying. As I say, they are at the top of the list, and so they have 
done a good job on their own part. 

Mr. Bett. Thank you, Senator. 

Senator Kennepy. Thank you Admiral. We appreciate your 
coming. 

That concludes the hearings for this morning. The subcommittee 
will meet again tomorrow morning at 10 o’clock to consider further 
testimony from witnesses. 

Thank you. 

(Whereupon at 12:40 p. m. the subcommittee adjourned to recon- 
vene at 10 a. m., Friday, March 1, 1957.) 



















PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


FRIDAY, MARCH 1, 1957 


Unirep Srates SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
ComMiITTeEE ON Lapor AND Pustic WELFARE, 
Washington, D.C. 

The subcommittee met pursuant to recess at 10:05 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator William 
A, Purtell presiding. 

Present : Senators Purtell (presiding) and Allott. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, 
assistant chief clerk; John Forsythe, general counsel, and Michael J. 
Bernstein, professional staff member. 

Senator Purrett. The hearings will resume, and our first witness 
this morning is Mr. Clyde McFarlin, president of the Montezuma 
Telephone Co., of Iowa, Mr. McFarlin ? 

Weare happy to have you with us, Mr. McFarlin. 

Mr. McFarurn. Thank you, sir. 

Senator Purrett. We are in a rather peculiar situation this morn- 
ing as far as these hearings go. The Senate has gone into session at 
100’clock. We may be called out on the floor for live quorums or other 
business. If there are interruptions, you will understand. 

Mr. McFaruin. I doso. 

Senator Purreii. I hope you can limit your presentation to 15 
minutes, but if you have any information at all you want to call to the 
attention of the committee, the record will be open and you can file 
it and if you feel that 15 minutes is not enough then you have as much 
time as you feel is required to present your case. 

Mr. McFaruin. I think I can do it within 15 minutes—maybe a few 
more minutes. 

Senator Purteiy. Don’t watch the clock. If you have information 


= think we ought to have for our deliberations we would like to 
ave it. 


STATEMENT OF CLYDE McFARLIN, CHAIRMAN, UNITED STATES 
INDEPENDENT TELEPHONE ASSOCIATION 


Mr. McFarurn. Naturally we all think these things are of very 
grave importance to our industry. I would like to introduce in the 
record a written statement which I have prepared together with a 
questionnaire which is pertinent to the inquiry. 


_— Porrett. Without objection, they will be entered in the 
record. 
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(The documents referred to follow :) 


STATEMENT OF CLyDE McF arin, CHAIRMAN, EMPLOYMENT RELATIONS Com MITTEE, 
UNITED StaTes INDEPENDENT TELEPHONE ASSOCIATION 


My name is Clyde McFarlin, of Montezuma, Iowa. I am president of the 
Montezuma Mutual Telephone Co., a small locally owned exchange having ap- 
proximately 1,000 telephones. I am a director and past president of the Iowa 
Independent Telephone Association, and chairman of the employment relations 
committee of the United States Independent Telephone Association. 

My appearance here today is on behalf of the United States Independent Tele- 
phone Association, the national trade organization representing the independ- 
ent segment of the telephone industry, this being the non-Bell segment. 

There are approximately 4,700 independent telephone companies and they 
provide telephone service out of approximately 10,500 exchanges to an even 
larger number of cities, towns, and smaller communities, with approximately 
8% million telephones in service. This is only about one-seventh of the tele 
phones in service in the United States, but these 814 million telephones serve 
over two-thirds of the geographical area of the country. It is interesting to note 
that the independent telephone companies actually serve twice as many com- 
munities as the Bell System. The Bell System generally operates in the larger 
metropolitan areas, while the independent companies operate in the smaller 
cities, towns, villages, and rural areas. Eighty percent of the independent tele- 
phones are in residences. 

While there are in the independent telephone industry several so-called “group 
companies,” or “multiple exchange companies,” a great majority of the inde- 
pendent telephone companies are single exchange companies locally owned. 
Independent companies serve some medium-size cities, such as Rochester, N. Y.; 
Tampa, Fla.; and Santa Monica, Calif., and some others, but these are excep- 
tions. An overwhelming majority of our exchanges are in small towns, and it 
could truthfully be said that the independent telephone industry is a rural 
industry. 

I am attaching to this statement a table showing the number and size of ‘both 
the manual and dial exchanges in the independent telephone industry. From 
this table you can see that there are 2,095 manual exchanges which have less 
than 150 telephones, that there are 4,900 manual exchanges which have less than 
500 telephones, and that there are over 5,500 amnual exchanges which have 
less than 750 telephones. Or, putting it another way, there are less than 1,000 
independent manual exchanges which have more than 750 stations. 

Our appearance here today is to voice our opposition to the repeal or amend- 
ment of section 13 of the Fair Labor Standards Act, which provides: 

“The provisions of sections 6 and 7 shall not apply with respect to * * * (11) 
any switchboard operator employed in a public telephone exchange which has 
not more than 750 stations.” 


We appear in opposition to proposals to repeal this exemption for three 
reasons : 


1. The repeal would result in very large rate increases to the telephone sub- 
scribers of these exchanges. 

2. The adverse economic effect of such repeal upon the independent telephone 
companies themselves would be crippling. 

3. Economic conditions in the independent telephone industry require the pre- 
servation of 750-station-exchange exemption. 

I should like to say that our industry is not defending, nor is our industry 
generally paying substandard wages. A survey in the towns served by inde 
pendent telephone companies, I believe, would show that the wages paid tele- 
pone operators compare very favorably with those paid women employed in 
retail sales, clerical, and secretarial work in the same communities. While a 
comparative survey would probably show that the hourly rates of pay in larger 
communities are higher than the hourly rate of pay in smaller communities, such 
as are served by independent telephone exchanges, it would also show that the 
purchasing power of the dollar is greater in these smaller communities as con- 
trasted with the larger ones. 

In most exchanges serving less than 750 stations, living quarters with heat, 
light, and other utilities are furnished the operator or operators without charge. 
Usually such exchanges are operated by family units. Living costs are lower in 
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these small communities than in the larger places. It is still possible to rent a 
house in these small rural communities for $25 or $30 a month; foods produced 
loeally, such as meat, dairy products, eggs, vegetables and fruit are cheaper 
than in the larger communities. There are no transportation costs in going to 
and from work, and medical and dental care are cheaper in these smaller towns 
than in the larger cities. 

In many small towns the telephone company is the only business subject to 
the wage and hour law because,it is the only enterprise engaged in interstate 
commerce. If these small exchanges lose their exemption they would be com- 
pelled to pay their operators higher wages than are paid by other businesses 
in the town using women employees. This would result in dissatisfaction in 
the community not only from the other employers and employees, but from 
subscribers and from regulatory commissions, who will be asked to approve higher 
rates made necessary by the increase in operating costs due to increase wages. 

The revenues which independent telephone companies are able to collect in a 
small town will not permit them to pay wage rates to operators comparable 
with those paid in larger cities. The independent telephone industry is a rural 
industry. I need not tell you gentlemen that the rural area of our country 
has not received the same proportion of the increase in the national gross in- 
come that other segments of our economy have received. Therefore, rural 
people are not in a position to pay the increased cost for telephone service that 
would result from repeal of this exemption. 

This statement is borne out by statistics that show that the average annual 
revenues of the Bell System companies, which operate in larger cities and towns, 
are $118 per telephone, while revenues for smaller independent companies range 
generally from $80 to $40, many a great deal less. I have personal knowledge 
of many small telephone companies in Iowa whose average annual earnings 
per telephone are less than $25 per year. 


REPEAL OF THE OPERATOR EXEMPTIONS WOULD RESULT IN INCREASED LABOR COSTS 
WHICH MUST BE PASSED ON TO TELEPHONE SUBSCRIBERS 


It is self-evident that repeal of the operator exemption would result in in- 
creased costs of operation. The only source from which a company could meet 
these increased costs is the subscriber whose rates would have to be increased 
greatly. 

Any increase in wages paid telephone operators hits a telephone company 
three times a day. Other industries may control their hours of operation. A 
telephone company must operate 24 hours a day, and hence must bear the 
increased wage cost multiplied 3 times. 

It will be suggested that telephone companies will have no difficulty in securing 
the increase in rates that will be required to pay these increased costs; that 
the problem may be solved by simply making application to regulatory bodies 
who must automatically grant the increase in rates required. However, this 
is not true, and it oversimplifies the problem. The regulatory commission must, 
of course, fix rates which are reasonable, and if the increased cost should 
be so large that the rates required to pay such increased costs would be un- 
reasonable, then the regulatory body could not and would not allow such rates. 

Again, telephone companies have been faced with the increasing costs each 
year since the end of the war, and many of them have made several applications 
for inereases in rates, some of them perhaps as many as five times, and regulatory 
bodies are becoming increasingly reluctant to grant increases. 

Again, telephone rates must be such that the telephone customers are able 
and willing to pay. To many telephone users the telephone is a convenience, 
but not a necessity, and if rates become too high telephone service is discontinued. 

We have asked the members of our association what effect repeal of the 
exemption would have on the rates charged the subscribers they serve, and 
a sample of comments received from these companies follows: 

Alabama: “This is a farming section and the farmer could not stand the 
increase due to low farm income for several years.” 

Arizona: “If we had no exemption whatever, we would be put out of busi- 
ness, for the simple reason that all of our exchanges except one would be hit.” 

Arkansas: “Extremely antagonistic. Might even remove practically all 
phones.” 
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Colorado: “Elimination of the 750-station exemption at this time could easily 
mean our exit from the telephone business.” 

Georgia: “Would require an 87 percent increase in rates. Would close at 
least 5 of the 6 exchanges.” 

Idaho: “We just received a grant in rates and to ask for an additional raise 
would be most difficult at this time considering the agricultural picture.” 

Illinois: “Would almost cause a complete loss of stations which would force 
us to close our doors. We would not have enough subscribers left to operate.” 

Indiana: “75 percent of our subscribers live on farms. Their income is 
down. Their reaction would be against any increase at this time.” 

Iowa: “Our subscribers would not be able to pay the raise in rates that would 
be needed. We are going to lose too many subscribers. A lot of companies 
will go broke. Exchange would be forced to close as subscribers would not pay 
increased rates. This community would not have telephone service, unless a 
larger company would do it. Local ownership would be gone. There would 
be a violent protest. The country telephone is their very lifeblood. The sudden 
end of telephone service in a community, now satisfied, will raise literal hell at 
home and in Congress.” 

Kansas: “I believe at least 50 to 100 subscribers would have their service 
discontinued—and it could easily be more. Subscriber loss of 50 percent.” 

Kentucky: “Both of these exchanges are located in agricultural communities 
and any increase in rates would be met with serious opposition.” 

Louisiana: “We would have to close up.” 

Maine: “Public cannot pay that increase. Telephone company would have 
to go out of business. Would lose most all customers, 75 to 90 percent. Would 
have to go out of business. Public will not be able to pay increase.” 

Michigan: “Very bad—could cause loss of 100 telephones.” 

Minnesota: “No question but what they will revolt and scores will take out 
their telephones.” 

Missouri: “I would lose at least one-third of my subscribers and all I could 
do is lock the door. Most of the telephones would have to be taken out, there- 
fore, I would not be able to operate.” 

Nebraska: “90 percent of subscribers would have telephone removed. It 
would eliminate our company.” 

New York: “Any increase in rates at present we feel would tend to increase 
the number of removals. Furious, with protest meetings at granges, etc., and 
innumerable protests.” 

Ohio: “If exemption is repealed our company will be forced to quit. Farm- 
ers are in a price squeeze. A telephone being one of the nonessentials will be 
one of the first to be cut off. Farmers need telephone service worse than city 
folks.” 

Oklahoma: “The public simply could not pay. Most patrons would discontinue 
immediately and the remaining few would have to follow.” “The answer for a 
small country town is so obvious that I would not even attempt to raise the rates 
like that. I would close the exchange.” 

Pennsylvania: “Two-thirds would object very strenuously. One-third would 
discontinue service.” 

South Carolina: “I think many would do without their telephone before they 
would pay the increase.” 

South Dakota: “Many of my subscribers are farmers and in face of a decrease 
in farm prices a raise in telephone rates would be very obnoxious and unfair 
to them.” 

Tennessee: “Subscribers would be unable to pay an increase in rates, which 
would really result in an abandonment of all small exchanges, which would put 
all rural people without any telephone service at all.” 

Texas: “My subscribers are going to raise the roof. In fact about all of my 
rural resident subscribers have said they will discontinue phones. We would lose 
90 to 95 percent of the customers we now have. 

Utah: “Inasmuch as this is a farming and ranching community and cattle 
prices are dropping, we assume at least 25 percent would remove phones.” 

Vermont: “We would be out of business. If our expenses increased 53 percent 
and our income dropped 50 percent, we would have to price our service out of the 
reach of all but a few. Doctors, fire stations, some business people, and some resi- 
dences would be our only customers.” 
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Virginia: ‘Many of our subscribers will not be able to pay the increase.” 
West Virginia: “They won’t pay it.” 

Wisconsin: “Fifty percent would discontinue their phones immediately. They 
could not afford it. Service would be disconnected.” 

It is evident from these replies that increased rates required by a repeal of 
the operator exemption would result in real customer resistance and a loss in 
number of subscribers, and the loss of telephone service by these subscribers. 


THE ADVERSE ECONOMIC EFFECT OF REPEAL UPON THE INDEPENDENT TELEPHONE 
COMPANIES THEMSELVES 


I have already referred to the fact that any wage increase in the telephone 
industry is multiplied threefold, because the nature of the business of the tele- 
phone companies requires them to operate 24 hours a day. 

Small telephone companies have had great difficulty in earning an adequate rate 
of return in the postwar period. Because of the scarcity of materials they were 
unable properly to maintain their plants during the war period. When the war 
ended the companies were required to make an extraordinary effort to do the 
maintenance which they had been compelled to defer during the war. This 
coupled with the great demand for additional telephone service and improved 
service required these companies to get large amounts of additional money, either 
by equity financing or by borrowing. Earnings did not increase accordingly, so 
that the smaller companies have been hard pressed financially ever since the war. 

Labor costs of telephone companies constitute a very high percent of operating 
costs. Labor costs of operating a telephone company are twice, and in the case 
of smaller companies, sometimes as much as three times as great as those of 
electric utilities. The percentage of labor costs in small telephone companies are 
often 75 percent of the gross operating expenses. Regulatory bodies have fre- 
quently commented that wages accounted for a higher percentage of operating 
costs in the telephone business than in most others. A repeal of the operator 
exemption, because of the fact that it would hit these companies three times a 
day, would place a burden on many of these small telephone companies that they 
would not be able to support. Some of them would not be able to continue to 
operate because of their operating expenses would be greater than the income that 
they could earn. Those that could continue to operate would not be able to get 
additional funds to make the needed additions to plant. The net result would be 
that hundreds of small companies would be compelled to go out of business or 
sell their exchanges to the Bell or a larger independent telephone company. The 
growth of hundreds of others would be hindered, the quality of telephone service 
would suffer, and some subscribers would lose telephone service. 


ECONOMIC CONDITIONS IN THE INDEPENDENT TELEPHONE INDUSTRY RBEQUIRE THE 
PRESERVATION OF 750-STATION-EXCHANGE EXEMPTION 





I have quoted subsection 11 of section 13 of the Fair Labor Standards Act 
which creates the exemption enjoyed by our industry. 

There was no such exemption in the original act when passed by Congress 
in 1988, but it quickly became apparent that if some exemption were not pro- 
vided for the very small telephone companies they could not continue to operate. 
While Congress recognized the necessity for an exemption, there was some 
difficulty in determining the method of arriving at the type or the measure of 
such exemption. The chief economist of the Wage and Hour Division of the 
United States Department of Labor on February 14, 1939, directed a telegram 
to each State regulatory body having jurisdiction over telephone matters, asking 
each to state whether any part of the industry ought to be exempt from the wage 
and hour provisions of the Fair Labor Standards Act, and if so, what the basis 
ae exemption should be. The telegram indicated three possibilities as 
OUOWS : 

“Number of telephones: 250, 500, 750, 1,000. 

“Population of town in which exchange is located: 500, 1,000, 2,500, 5,000, 
7,500, 10,000. 
“Annual exchange service revenues: $7,500, $10,000, $15,000, $20,000, $30,000.” 
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Replies from 36 State regulatory bodies submitting recommendations are 
classified here as follows: 
Number 
of States 
Size of exchange to be exempted : recommending 
1,000 urban subscribers. 


States not responding 
No regulatory body, or not having jurisdiction 


After consideration of the results of this investigation and other pertinent 
evidence heard before the House Labor Committee, that body recommended a 
500-station exchange exemption, and in making its report stated: 

“This bill exempts from both the minimum-wage and maximum-hour standards 
of the act, any switchboard operator employed in a public telephone exchange 
which has less than 500 stations. The exemption for the operators of some small 
telephone exchanges is necessary to insure uninterrupted telephone communica- 
tion service for the farmer and for the small rural community. Small telephone 
companies, on the whole, are financially unable to comply with the wage pro- 
visions of the act, and the sporadic character of the demand for service makes the 
application of the hours provisions of the act impracticable.” 

In 1949 Congress increased the exemption from 500 stations to 750 stations. 
Because the population had increased, the number of subscribers in the ex- 
changes with the exemption had likewise increased to the point where in order 
to continue the exemption for the exchanges that had had it in the past, an 
increase in the number of stations was required. 

The need for this exemption was first determined by Congress in 1939. The 
problem was reexamined in 1949, and again in 1955. It was determined on 
each occasion that the exemption was necessary to insure telephone communi- 
eation for the farmer in small rural communities, and that economic conditions 
in these communities would not permit compliance with the minimum wage and 
the maximum hour provisions prescribed by the statute. That situation is 
just as real today as it was at the times mentioned above. 

If this exemption is taken away from the small companies of the independent 
telephone industry, many of the very small companies will have to go out of 
business, leaving their customers to get telephone service if they can, from some 
other source. 

A second alternative is that they might sell out to the Bell or a larger inde- 
pendent company. Congress has adopted a policy that small business should be 
protected and preserved. Any legislative action that would destroy these small 
telephone companies would be contrary to that policy. 

A third alternative is that these companies could convert their exchanges to 
dial operation. Of course there has been a trend toward the conversion of man- 
ually operated exchanges to dial in the past 10 or 12 years. This trend has 
increased rapidly in the past 5 or 6 years. While the desire for improved 
service has been an important factor in this trend, the main motivating force 
has been the increase in the minimum hourly wage made in 1949 and 19565. 
While these increases had no direct effect on these exchanges having the benefit 
of the exemption, there was an indirect effect which increased wages in these 
exchanges so that it was no longer possible economically to continue to operate 
manually. If you will examine the chart, exhibit A, you will find that the 
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number of manual exchanges having less than 50 telephones decreased from 
2,025 in the year 1943, to 505 in 1955, and that there were decreases in the number 
of manually operated exchanges having less than 500 stations during that 
period. Not all these exchanges were converted to dial, because some of them 
were compelled to go out of business for the reason they could not operate, and 
you will note that there has been a continuous and a rapid increase in the 
number of exchanges that have been converted to dial. 

In the smaller exchanges which converted their manual operation to dial, 
telephone operators lost their jobs because in community dial exchanges no 
operators are retained. As far as these operators who have been displaced are 
concerned, the operation of the Fair Labor Standards Act has been a disservice. 
A repeal of the present exemption for switchboard operators would result in 
the closing, the enforced sale, or the conversion of practically all the exchanges 
having less than 750 stations with consequent loss of employment for the opera- 
tors employed in these exchanges. 

A recent article in the Wall Street Journal concerning the coverage under the 
Fair Labor Standards Act suggested that there were probably 15,000 operators 
affected by our exemption, a comparatively small number of employees. How- 
ever, while the number is small the employment of each of these operators is 
very vital to them. A repeal of the exemption, while it might result in a tem- 
porary increase in the pay of these operators, would in a comparative short time 
result in their losing their employment. Most of them live in small communities, 
are married, and are unable to move to larger centers where they might secure 
employment as long-distance operators. Opportunities for employment in these 
small communities are limited, and their chance of securing other employment 
is not bright. Thus, they would become permanently unemployed. 

On the other hand, there are thousands and thousands of telephone subscribers 
who might be deprived of telephone service because the companies serving them 
would be unable to continue to operate and pay the wages required by repeal of 
the exemption. 

The conversion of such exchanges to dial would take several years at the best. 
It is not possible to make an accurate estimate as to how long this process would 
take, but estimates vary from 7 to 12 years. The reason this long period would 
be required is that there are not sufficient manufacturing facilities in the United 
States to enable the equipment to be designed, manufactured and installed in a 
shorter period. Automatic switching service must be specifically engineered, 
designed, and manufactured for each exchange. A very large part of the produc- 
tion of automatic switching equipment goes into making additions to existing 
exchanges. I believe that 70 percent of the production of the largest manufac- 
turer of automatic switching equipment in the United States goes into additions 
to existing equipment, leaving only 30 percent of such equipment for conversions. 

Since I am most familiar with conditions existing in my State, I should like to 
give you a survey of the situation as it exists in lowa. There are 471 independ- 
ent telephone companies in Iowa, which operate 751 exchanges. I am attaching 
to this statement an actual and estimated summary of the independent exchanges 
and stations converted and to be converted to dial in Iowa, which statement is 
dated December 31, 1956, and marked “Exhibit B.” From this statement you will 
note that of the 751 exchanges in Iowa, only 219 have been converted to dial as of 
December 31, 1956, thus leaving 532 exchanges which are still manually operated, 
You will note from the statement that until 1956 progress had been very slow, but 
in that year more than one exchange per week was converted to dial. You will 
further note that an optimistic estimate shows that such conversion program 
would require 7 years to complete. 

If you repeal this switchboard exemption, dozens of the small companies in 
lowa would be compelled to go out of business because they could not continue 
to operate until they could get equipment to convert their exchanges to dial, and 
their customers could not and would not pay the rates that would be required 
to continue operation and pay the minimum hourly rate fixed by Statute. We 
need time to continue this conversion program on an orderly basis. If done on 
an orderly basis, many of the present operators will be permitted to keep their 
employment for several years more. If you repeal this exemption forth vith, 
many of them will lose their employment much sooner and you will have defeated 
the very purpose of your effort to improve their economic situation, 

I think the factor which you cannot afford to overlook is that repeal of this 
exemption may result in the loss of telephone service to thousands and thousands 
of rural people. These rural people need telephone service much more urgently 
89646—57———11 
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than urban residents. Because they live in the country they need a telephone to 
call the fire department, the police, the doctor, the feed man, the oil truck, and the 
livestock buyer. A telephone is a necessity to the farmer, and repeal of this ex. 
emption will deprive a great many of them of telephone service. 

The operators in these small exchanges are generally satisfied with their em- 
ployment and live well, as compared with other employed people in their com- 
munities. Certainly, it will be no service to them to have this exemption re 
pealed because the inevitable result will be they will lose their jobs in the near 
future, either due to dial conversion or the bankruptcy of their company. 


PROPOSED COMPANY BASIS FOR EXEMPTION IS ENTIRELY UNSUITABLE 


One proposal that has been advanced by the Communications Workers of 
America is that the switchboard operator exemption should be placed on a com- 
pany basis instead of the present exchange basis. 

This would be utterly unsuitable and unworkable. We are unalterably op 
posed to it. A summary of the objections we entertain to it is set forth below: 

(1) The principal reason against putting the exemption on a company basis ig 
that it is entirely bereft of logic. The exemption was originally made to help the 
smaller exchange continue its existence by gearing operators’ wages to the econ- 
omy of the community it serves, where it is common knowledge wages, living 
costs, and telephone rates are lower than in larger communities. Who can say 
with logic that because a company has 2 or more small exchanges with a total of 
over 750 stations, its ability to pay operators’ wages is equal to that of a company 
having 1 exchange of over 750 stations? 

(2) The station exchange basis of providing the exemption is the basis rec- 
ommended by the greatest number of State regulatory commissions when the ex- 
emption was first legislated by Congress in 1939. Those regulatory authorities 
were and are familiar with the operations of our exchanges, with the local senti- 
ment of subscribers, and with local economic conditions. Their views are entitled 
to weighty consideration. 

(3) The station exchange basis of providing the exemption has received con- 
gressional scrutiny twice (1989 and again 1949) and received approval each 
time. 

(4) To change from an exchange basis to a company basis would deprive a 
number of independent companies of the needed benefit of the exemption merely 
because they happen to have more than one small exchange. 

(5) A company basis would impose a genuine hardship on telephone subscrib- 
ers because of the need for increasing subscriber rates in an amount sufficient to 
cushion the impact of increased wage costs. Such rate increases, varying in in- 
dividual instances, would range from a low of about 10 percent to a high of 100 
percent. Hundreds of thousands of subscribers in our opinion would choose to 
go without telephone service rather than pay the necessary increased charges. 
It should be remembered that 80 percent of the telephones in the independent in- 
dustry are in residences. This class of subscribers has no way of passing in- 
creased charges along. Many of such telephone users are known in the industry 
as marginal subscribers. 

(6) Changing the basis of the exemption would also be very harmful to the 
switchboard operators themselves for the reason that, with telephones removed 
from residences because of higher subscriber charges, the telephone traffic calling 
volume would be reduced and the need for switchboard operators correspondingly 
diminished. The number of operators needed at any exchange always has a 
relationship to the number of telephones in service and the calling habits of 
subscribers. 

(7) Putting the exemption on a company basis instead of an exchange basis 
would solve no problem but create many new ones. If a single company exchange 
in town A has the benefit of the exemption and there is another exchange in 
town B 5 miles away owned by a company which has more than one exchange 
without the benefit of the exemption, the subscriber rates in the latter would 
have to be on a substantially higher basis. The reasons for this would be d‘fficult 
to understand by the people in the latter community and a howl of terrific pro 
portions would immediately develop because of the telephone charge differential, 
to the very real embarrassment of the company owning the latter exchange. 
Increasing telephone rates in such a situation would introduce the hazard of 
loss of subscribers. This in turn would result in impairment of employment 
opportunities for switchboard operators, while at the same time creating serious 
financial problems for the company involved. 
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(8) It may be old-fashioned but it is nonetheless true that wages paid by tele- 
phone companies have simply got to be geared to the economy of the particular 
community in which they are paid and have a relationship to wage paid for 
comparable skills by other business. If an exchange of company A which has 
heretofore had the benefit of the exchange exemption should be obliged to in- 
crease its wages beyond the level paid for comparable skills elsewhere in the 
community, that exchange is going to suffer a serious case of bad public rela- 
tions with the managements of other enterprise and with subscribers generally. 

(9) It is no solution to the problem presented by a need for higher revenue 
to say, “Go to your State commissions and get your subscriber rates increased,” 
Some of the reasons this is no solution are referred to earlier in this statement. 
It is becoming harder to obtain rate increases. Because of inflationary condi- 
tions many companies in recent years have already been before regulatory com- 
missions from 2 to 5 times for higher rates. There may be such a thing as the 
well going dry. It must be remembered that although in individual instances 
permission to increase rates might be obtained, there is no regulatory commis- 
sion anywhere with power broad enough to require a telephone subscriber ta 
keep his telephone if the cost is beyond his ability to bear. 

(10) To put the exemption on a company basis instead of an exchange basis 
would introduce complexities and vexation in administration. The Wage-Hour 
Division has been administering the exemption on an exchange basis since 1939 
(500 stations from 1939 to 1950 and 750 stations since 1950). New concepts 
would have to be provided and become familiar both within Government agency 
and within the industry if a change were made. This would not be easy, 


CONCLUSION 


In conclusion, gentlemen, we respectfully and earnestly submit that the facts 
presented demonstrate conclusively that the switchboard operator exemption 
is needed in the law—needed in the interest of protecting jobs for the switch- 
board operators themselves; needed in order to keep telephone rates charged 
farmers and people living in smaller towns and rural areas from skyrocketing; 
needed for the purpose of enabling farmers and people living in small towns and 
rural areas to retain their telephones for truly essential purposes; and needed in 
order to preserve in being the small telephone companies—companies which are 
splendid examples of American small enterprise, and enterprise for which Con- 
gress in the past has shown such definite solicitude. 


ExHIBIT A 


Independent telephone companies in the United States—Comparison for 1943, 
1949, and 1955 of number of manual and dial exchanges operated by inde- 
pendent companies, classified by number of telephones served (compiled from 
Telephony’s Directory for 1943, 1949, and 1955) 





















































Manual exchanges Dial exchanges 
\ magn a 
Classification of exchanges by Number in Cumulative num- | Number in Cumulative 
number of telephones served classification ber, manual ex- classification number, dial 
changes | exchanges 
meet 5 . : — : 6 
1943 | 1949| 1955| 1943 | 1949 1955 | 1943 | 1949 | 1955 | 1943 | 1949 | 1955 
(A) (B) | (C)| (D)} (E) | (F) | (G) | (| @ | () (L) | (M) | (N) 
| 
: Bilt fick BEae 
1. Less than 50 telephones-_...- 2,025)1, 150} 505) 2,025) 1, 150) 505} 125 107} 183} 125 107 183 
2. 50 to 149 telephones.-__.-.._| 3, 582)/2,628/1, 590) 5,607) 3,778) 2,095) 351] 488] 898] 476 495! 1,081 
3. 150 to 249 telephones. -._- 1, 879] 1, 749] 1, 226] 7,486] 5,527) 3,321! 196] 342] 695! 672| 937) 1,776 
4. 250 to 349 telephones. -.-.- 1, 091/1,095} 813) 8,577) 6,622) 4,134 78} 184) 475) 750) 1,121) 2,251 
5. 350 to 449 telephones_.....- 602} 668) 528) 9,179) 7,290) 4,662) 52) 130 321; 802) 1,251] 2,572 
6. 450 to 499 telephones__--.- 227; 261) 240) 9,406) 7,551) 4,902 17 49} 113} 819) 1, 300} 2, 685 
7, 500 to 549 telephones. - .-_- 138] 212| 193] 9, 544) 7,763) 5,095) 15| 37] 109] 834] 1,337).2 794 
8. 550 to 649 telephones. ___. 211} 278] 240| 9,755 8,041| 5,335; 13] 63] 169| 847/ 1, 400| 2.963 
9. 650 to 74% telephones, - _ ___- 119} 183} 218| 9,874) 8,224] 5,553] 12] 41/ 141/ 859] 1,441) 3, 104 
10. 750 to 849 telephones... .__- 105} 149) 157| 9,979) 8,373) 5,710) 8 25) 85) 7| 1, 46 3,188 
11. 850 to 999 telephones- --..-- 113} 157} 142) 10,092) 8,530) 5,852} 14) 26) 107} 881). 1,492) 3,296 
12. 1,000 to 1,499 telephones. -_- 185} 284) 324! 10,277 8, 814) 6, 176 34 60} 190] 915) 1,552) 3, 486 
13. 1,500 to 1,999 telephones. _ _- 80} 140} 119} 10, 357| 8,954) 6,295} 10) 37) 98) 925) 1,580] 3 584 
14. 2,000 to 4,999 telephones. -- 127; 188 202) 10, 484) 9, 142) 6,497} 26) 78) 200) 951} 1, 667) 3,784 
15. 5,000 to 9,999 telephones. - 25; 30) 24) 10, 509) 9,172) 6, 521) 16 27 79| 967) 1,694) 3, 863 
16. 10,000 to 19,999 telephones. . 6| 5! 5) 10,515) 9,177| 6,526} 13) 22) 38] 980! 1,716, 3,901 
17. Over 19,999 telephones- -__- 2 3 2} 10,517) 9, 180) 6, 528 5} 16 30) = oe 3, 931 
| | | 
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ExuHisit B 


Summary of independent exchanges and stations converted to dial in Iowa~ 
Actual and estimated 


[Prepared as of Dec. 31, 1955, by Iowa Independent Telephone Association] 


| | 
| Number of| Number of} Average | Number of | Number of | Average size 
| phones, | exchanges, size phones, exchanges, | exchange, 
actual ! actual exchange | estimated | estimated | estimated 


i ree 
1, 216 1, 216 Egos 
94 94 | 
305 z | 
1, 185 | 
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cr ee Go © 


51, 000 | 62 | 
43, 200 60 

38, 000 | 58 | 
40, 000 80 

28, 000 80 | 
21, 000 5 | 
12, 134 | 100 





Total (estimated) ___..__}_- ee ete 5 233, 334 | 6 525 | 
} | 








1 At time of cutover. 

2 Total independent telephones converted to dial through Dec. 31, 1956, is 104,855. This is number of sta- 
tions at time ofconversion. ‘Total estimated independent dial stations in service as of Dec. 31, 1956, is 120,580; 
this growth is based on survey made as of Oct. 31, 1956, to determine the number of independent dial stations 
as of that date. 

3 Cumulative total of 219 independent dial exchanges. 

4 Average number of telephones per exchange, at time of cutover, 479, i. e., 104,855 divided by 219. Esti- 
mated average size of these 219 as of Dec. 31, 1956, is 550. 

5 Estimated total independent telephones as of Dec. 31, 1956, is 353,914. This 233,334 is 65.9 percent of 
total. Thus 34.1 percent of independent stations are dial. This is based on estimate that all manual sta- 
tions will be dial by 1963. 

6 Total exchanges as of Dec. 31, 1956. is 751; total dial is 219. This figure estimates a net decrease of 7 ex- 
changes in the 7-year period; 29.1 percent of independent exchanges are dial Dec. 31, 1956. 

7 Average number of stations per manual exchange, 444, i. e., 233,334 divided by 525. 


Wuat Woutp BE THE PusBLIC REACTION TO INCREASES IN SUBSCRIBER TELEPHONE 
RATES IN FARMING AREAS AND SMALL TOWNS IF THE SWITCHBOARD OPERATOR 
EXEMPTION Is REPEALED? 


THIS IS WHAT THE SMALL TELEPHONE COMPANIES SAY IT WOULD BE 


Alabama 

They will resent it perhaps more than we do, as an unwarranted slap at small 
business and the farmer. 

Very strong opposition. 

This is a farming section and the farmer could not stand the increase due to 
low farm income for several years. 
Arizona 

If we had no exemption whatever, we would be put out of business, for the 
simple reason that all of our exchanges except one would be hit. 
Arkansas 


Extremely antagonistic. Might even remove practically all phones. 
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Colorado 


Elimination of the 750-staton exemption at this time could easily mean our 
exit from the telephone business. 


Georgia 

Would require an 87 percent increase in rates. Would close at least 5 of the 6 
exchanges. 

Some would accept an increase, others would object to an increase and others 
would have their service discontinued, which would result in a loss to the tele- 
phone company. 

My rates are now all the public will stand, any. increase in expense will mean 
I will go in the red that much and finally go so deep in red will be forced out of 
business. 

Idaho 


We just received a grant in rates and to ask for an additional raise would be 
most difficult at this time considering the agricultural picture. 


Tllinois 


This is a rural area and farming locality and we would lose 40 percent of our 
subscribers at least. 

This small town has little industry. Any price rise will lose business. These 
people can do without telephone service. 

Our subscribers are mostly rural and with declining prices would not retain 
their telephones. If we are not exempt, will be forced to convert to dial and no 
one will have employment. 

Too large an increase at one time causes bad public relations. Also many 
people would be forced to take out their telephones. 

We applied for and were granted a rate raise in 195". The Farm Bureau was 
very critical of our application and investigated thoroughly, saying in view of 
declining farm prices, it seemed the utilities were out of line in asking for raises, 

My frank opinion is they will all quit (i. e., give up telephone service). 

This is a small and hard hit town. Work isn’t plentiful, so I'd say they would 
drop their phones with the next increase. Only business establishments would 
keep them. 

I think people are getting fed up on Government bureaus telling us what to doi 
' It would make our rates so high it would be very hard to operate, 

This being an agriculture community, we are very sure that a great many 
phones would be taken out, due to drop in farm prices. People are becoming 
very resentful of any increase in prices. 

They wouldn't like it. 

Would almost cause a complete loss of stations which would force us to close 
our doors, 

Would cause a substantial loss in stations which would place an additional 
burden on those who retain their telephones. 

Impossible to increase rates this amount without a loss of many customers. 

We would not have enough subscribers left to operate. 

Indiana 


Very strongly adverse. Probably majority of subscribers could not or would 
not retain service. 
Seventy-five percent of our subscribers live on farms. Their income is down. 
Their reaction would be against any increase at this time. 
The public opinion would be disastrous against present legislators for hurting 
the small concerns. 


We would lose subscribers and the howl they make will be heard all the way 
to Washington. 

As this is strictly an agriculture area and farm income and expense as it is, 
I am sure it would leave a very bad impression with our subscribers that Con- 
gress would take such action against them, 
Iowa 

This exchange would perhaps be forced to give up. 

We would simply be priced out of business. 


Our subscribers would not be able to pay the raise in rates that would be 
needed. 
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Subscriber dependence in isolated area—for medical, veterinary, fire protec- 
tion and all manner of emergency help—works untold hardship. 

It would be impossible to operate this company. We would run a very good 
chance of being forced to sell to Bell Telephone Co. or merge with another com- 
pany. We do not average more than two calls per night. 

They wouldn’t like it and we would agree with them. Many of our telephones 
would be removed and, at the same time, our operating expense would be greatly 
increased. 

No telephones. Such a law would suspend many companies and would bring 
about chaotic conditions. 

It would be an unhappy time. 

I believe we would lose a great many of our present subscribers. 

They would throw out the telephone. 

They would say “Take the phone out.” 

It would be impossible for us to operate at all if we have to pay the $1 hourly 


ge. 

The public would take exception to it. Would lose a great many subscribers, 

We are going to lose too many subscribers. <A lot of companies will go broke. 

We couldn’t operate because the rates would be too high. 

You wouldn’t be able to collect it. Having a hard time to collect now what 
wecharge. There seems to be no money in the country. 

Exchange would be forced to close as subscribers would not pay increased 
rates. This community would not have telephone service, unless a larger com- 
pany would doit. Local ownership would be gone. 

Would result in loss of most of rural subscribers to neighboring Bell exchanges, 

It is my opinion we would lose a lot of stations which would mean a higher 
rate for those who keep their phones. 

As 95 percent of our patrons are farmers and their income is derived from the 
sale of hogs and cattle, they just could not meet this sharp increase due to the 
fact that their income is down over 50 percent, while their operating expense is 
still at an all time high. 

There would be a violent protest. The “country” telephone is their very life 
blood. The sudden end of telephone service in a community, now satisfied, will 
raise literal hell at home and in Congress. 

Our subscribers would not accept an increase. They would discontinue phone 
service. 

Unfavorable—local operators and local management will first be critical—then 
Congress, as the cause, is driven home to the public. 


Kansas 


Very bad—Our farmers are hard hit. 

Bad—very bad—great loss of phones. 

Most feel they could do without the phone rather than pay the increased rates. 

It would be cheaper to drive than to pay such rates on local calls. 

I believe at least 50 to 100 subscribers would have their service discontinued— 
and it could easily be more. 

I feel that we could not opreate because too many of our subscribers would re- 
move their telephones. 

They won't like it and will be harder to serve. It will threaten our freedom 
to own our Own small business and work a hardship on our family of eight. 

Subscriber loss of 50 percent. 

The public will not pay it. 

With drought as it is in farming areas such as this, there would be a definitely 
unfavorable reaction. 

This is a farming community and at this time they cannot pay increase in rates. 


Kentucky 

The public would definitely protest any increase in rates brought about for 
the above reason. Both of these exchanges are located in agricultural communi 
ties and any increase in rates would be met with serious opposition. 
Louisiana 

We would have to close up. 
Maine 


Public cannot pay that increase. Telephone company would have to go out 
of business. Would lose most all customers—75 to 90 percent. Would have to 
go out of business. 
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Public will not be able to pay increase. Company will be out of business. 

Public will not pay such an increase. We would lose one-half of our business. 
Would have to go out of business. People will not want to go along with this 
at all. 


Michigan 


A great loss of phones. Very bad—could cause loss of 100 telephones. Very 
many complaints. 


Minnesota 


No question but what they will revolt and scores will take out their telephones. 
probably would eliminate phones except those who must have them. 

Rebellion against Federal Government and operating company. It would 
be a loss of business. 

It would price telephone service beyond the means of many subscribers. This 
could force suspension of telephone service to a part-time basis. We cannot 
get enough subscribers to keep this company going. 

Our subscribers could not pay such additions. Subscriber resistance to increase 
will probably be based mostly on such high wages being out of line with local 
wages paid for other, more strenuous work, operator work being more light. 


Missouri 


Increase in rates would decrease number of subscribers. I would lose at least 
one-third of my subscribers and all I could do is lock the door ; 60 to 70 percent 
of the subscribers would simply refuse to pay the rate. I have not found one 
subscriber who said he would keep his telephone under this rate. I do not know 
this, if this rate goes into effect there will be so many disconnects that it will 
make it impossible to operate. It will mean there will be no telephone service in 
this town. They think it unfair, outrageous, silly, and what have you. The 
majority of subscribers would be very much opposed to an additional rate 
increase. 

Out of the question—we will have to close our exchange. They would not pay 
that much. It would work a hardship on many people. 

I shudder to think what the reaction would be when for past year we have 
been reluctant to attempt a rate adjustment of $3 per subscriber per year to take 
eare of already increased costs of operation. 

Out of the question, as we are in a rural area where the farmers are not too 
happy about declining farm prices. 

Public opinion in this area would be strongly against an increase in rates. 
Being a farming community with retired and pensioned people in town and no 
industry and low farm prices, the effect would be very bad. 

It will be an impossibility for our subscribers to pay this increase, as they 
have had 4 years of drought and they have no means of earning an added income. 


Most of the telephones would have to be taken out, therefore, I would not be 
able to operate. 


We cannot continue to operate. 
Nebraska 


Would, of course, cause great adverse criticism, especially since rural sub- 
scribers in this area were victims of drought 1955. It would not be accepted. 

Even very nominal service rate increases would meet with strong subscriber 
opposition. It, therefore, is certain that if the exemption of telephone switch- 
board operators at exchanges having less than 750 stations is repealed, many 
of our subscribers will very soon thereafter order their telephones removed. 

Subscribers will insist upon explanation as to why they should be required 
to pay increased charges for their telephone service solely for the purpose of 
making it possible for their telephone company to pay its already comparatively 
well paid switchboard operators wage rates which are in excess of those paid in 
the ae community for comparable and even some higher classifications of 
work. 

Would be violent in view of present day agricultural prices. Ninety percent 
of subscribers would have telephone removed. 

About 25 percent will have telephones removed, which will make burden on 
remaining subscribers so heavy the exchange will have to liquidate. It would 
eliminate our company. 

They would discontinue use of phone service. We would have to fold up if 50 


percent quit. I feel that the public would unanimously oppose any rate in- 
crease at the present time. 
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New Mewico 


Increased rates would bring diminishing returns, so we would not raise them, 
At present, only 100 have phones in an area 100 miles long; others do without. 


New York 


Any increase in rates at present we feel would tend to increase the number 
of removals. The people of this community are tax poor, now. An increase 
in rates right be disastrous. 

Furious, with protest meetings at granges, etc., and innumerable protests, 
Considerable protest with many complaints to the PSC and public antagonism. 


North Carolina 


Resentment—many of our subscribers’ incomes are limited and would be 
obliged to discontinue even though they consider a telephone a necessity. 


Ohio 


All will threaten to have the telephone taken out, and a good many will stop 
service. The rate increase will have to be 50 percent. 

The public would be very indignant resulting in loss of stations. 

If exemption is repealed our company will be forced to quit. 

Farmers are in a price squeeze. A telephone being one of the nonessentials 
will be one of the first to be cut off. Farmers need telephone service worse than 
city folks. 

Our subscribers certainly would give us a rough time and would cause as 
much trouble as possible. 

The reaction to the increase which we have just received has been very un- 
favorable so we would undoubtedly have to go out of business if we had to have 
another increase. We are in a poor farming county and we would have to cease 
operations. 


Oklahoma 


The people could not and would not pay it. Much complaint. 

If they remove this 750 exemption, I will have to do the night work myself, 
and as it is I am full-time employed. This will leave a woman, who is a widow 
with two children to support, out of a job. In fact, I do not believe that she 
could do anything else; if she did she would have to have someone stay with the 
children. I have written our Congressman, but their answer was not satis- 
factory. Maybe if they had some competition in the next election that they 
would change a little. 

The public simply could not pay. Most patrons would discontinue imme- 
diately and the remaining few would have to follow. We would lose 50 per- 
cent of our subscribers. 

This is an agricultural community where the cost of anything is taken seri- 
ously. A proposed rate increase would be opposed bitterly. 

The answer for a small country town is so obvious that I would not even at- 
tempt to raise the rates like that. I would close the exchange. 

In a town of this size they would not and could not pay the required rates. 
The exchange would have to close or convert to automatic operation which would 
do away with all jobs, and survey shows the subscribers like manual service. 

The rural trade that I have just would not be able to pay that much increase 
in rates ; therefore, we would have to discontinue service. 

Our exchange would be unable to operate and pay expenses, and most of our 
customers would disconnect their phones if their rates were raised at all. 

The reaction could easily result in complete abandoment of telephone service 
or the few remaining subscribers would be forced to pay from 6 to 8 times the 
present cost. 


Oregon 


Our subscribers would be very much opposed to it, and no doubt we would lose 
many. They would feel that they are paying plenty for their service now. 
Bad. They would demand dial and other changes. 


Pennsylwania 


Two-thirds would object strenuously. One-third would discontinue service. 
Complain to beat like (7). 

We will lose about 10 percent of our present subscribers. 

There will be strong objection. 
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South Carolina 
I think many would do without their telephones before they would pay the 
increase. 


South Dakota 

I feel positive that our loss could be from 8 to 10 percent and possibly higher. 
This is a rural community, and with drop in farm prices they will not take a 
raise, and it will put a lot of small companies out of business. 

I am afraid of the public reaction at this time, especially considering stock and 
rural prices, this being an agricultural community. 

The public reaction would be such that I question that an increase in rates 
adequate to meet the increased costs could be put into effect. We would have to 
curtail some of the services we are now rendering. 

Many of my subscribers are farmers, and in face of a decrease in farm prices 
a raise in telephone rates would be very obnoxious and unfair to them. 


Tennessee 

Subscribers would be unable to pay an increase in rates, which would really 
result in an abandonment of all small exchanges, which would put all rural people 
without any telephone service at all. 

They would not pay it. 


Texas 

Subscribers will not like an increase. Cattle prices are down and farmers’ 
incomes are down due to drought and high cost of equipment and materials. 

Any increase will be vigorously protested by subscribers and public due to the 
economy of the town and community served. 

Public in this city will not agree to any increase in rates. About 50 percent of 
the subscribers would have their phones taken out. 

We are afraid that the small telephone company is definitely on the way out if 
this added expense is enforced upon us. We have had to raise rates in order to 
give the people better service and they say that they cannot stand another one. 

This community has mostly aged people who could not afford to pay higher 
rates. 

My subscribers are going to raise the roof. In fact about all of my rural resi- 
dent subscribers have said they will discontinue phones. 

We would lose 90 to 95 percent of the customers we now have. 

Twenty-five percent will take their phones out. For they are the only source 
for replenishment the rates would be prohibitive. 

Telephone service would be discontinued by at least 10 percent, possibly 30 
percent. Balance would retain phone service only because they deem it necessary. 
Utah 

Inasmuch as this is a farming and ranching community and cattle prices are 
dropping, we assume at least 25 percent would remove phones. 

Vermont 

We would be out of business. If our expenses increased 53 percent and our in- 

come dropped 50 percent, we would have to price our service out of the reach of 


all but a few. Doctors, fire stations, some business people, and some residences 
would be our only customers. 


Virginia 

Many of our subscribers will not be able to pay the increase. 
West Virginia 

They won’t pay it. 


It would be bad and would probably force us to go out of business if we are 


forced to increase our rates $2 a month or more with no change in the class of 
service rendered. 


Since our economy is tied closely with the coal industry, which has not been 
too good lately, any increase in telephone rates would be felt greatly and would 
result in removal of many telephones, 


Wisconsin 


Weare ina dairy section and weare hurt. Don’t add insult to injury. 
They would object strongly. 
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Ours is a farming community and their income is low. We would lose 50 
percent of our patrons and they would be greatly handicapped. 

Many rural subscribers will discontinue their telephone service and others will 
regrade to a lower grade of service. 

Since this is a very small exchange and most of the subscribers are in rural 
territory, we feel that they will flatly refuse the high rate and our property 
will be worthless. 

Fifty percent would discontinue their phones immediately. 

They would refuse to pay that amount. 

We only have 43 subscribers so we could hardly keep in business—use of tele 
phones mostly business. 

They could not afford it. Service would be disconnected. 

Really yell to high heavens. Just won’t stand for it. 

If we would attempt or suggest a rate which we would have to have in order 
to remain in business, I would say, conservatively, some 33 percent would throw 
out their phones. 

It is our considered judgment that our company would experience strong sub- 
scriber opposition and resistance, and in particular is this true because in most 
of the affected exchanges rural subscribers (farm operators) constitute 50 per- 
cent of the total stations served. 

This town has a population of about 500—dairying (90 percent), some poultry 
and hogs. Any raise in rates would be like taking less for our products we sell. 
Dairying, hogs, and poultry have not been very good. A raise in rates here 
would get a very bad reception. 

We would be forced out of business. 

The customer is concerned solely with the price of his telephone service, not 
with the reasons pertaining to the rate increases, so the public reaction would 
be against the company, with a resulting loss of subscribers. The smaller the 
exchanges are below the 750 level the greater the impact will be. Our studies 
disclose that exchanges of less than 300 would require a doubling of present rates 
to cover the increases in traffic expenses. For this type of service, rates of $5 
and upwards would price the telephone out of reach of most farmers in this area, 
whose incomes have been on the down grade for the past 2 years, and wipe out 
all of the gains in both rural and urban residential stations of the past 10 years. 

Public opinion would be aroused unfavorably and in the end everyone would 
have to discontinue service. 


Mr. McFaruin. My name is Clyde McFarlin. I live in a county 
seat town in Iowa called Montezuma. I am president of the local tele- 
phone company there. In fact I helped organize it in 1919. I have 
been connected with it since its inception. 

We have a thousand telephones so I have no personal interest in this 
matter nor has our company because we have always been under the 
wage and hour provisions of the law and we have complied with 
them. But a very great majority of our companies now enjoy the 
exemption of the switchboard operators, which provides that the op- 
erators in exchanges having less than 750 stations are not subject to 
either the hourly wage or maximum hour provisions. 

Senator Purrett. You mean members of the United States Inde- 
pendent Telephone Association. So you are not testifying as it affects 
your company but as it affects this association ? 

Mr. McFarurn. Yes. And the integral companies that make up the 
association. I’ll go into the numbers that are interested in this matter 
a little later. I am officially appearing for the United States Inde- 
pendent Telephone Association which is our trade organization of the 
independent or non-Bell segment of the telephone industry. 

There are approximately 4,700 independent telephone companies 
in this country and they have approximately 10,500 exchanges which 
provide telephone service to our customers over a large number of 
cities, towns, small communities and the rural population which sur- 
rounds it. 
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Senator Axttorr. Would Rural Telephone Association units be a 

art of your organization ? 

Mr. McFarun. Yes, we do have in our State about 8 or 10 com- 
panies. They are members of our State association. There are two 
types of membership. Those who are members by virtue of being 
State associations and direct members. Some of those are both by 
virtue of being members of the State association, and some have di- 
rect membership. A good many of the commercial companies now 
have RTA loans. In fact I think more commercial companies do have 
RTA loans now than there are cooperatives. 

We have something over 8 million telephones and while this is only 
about one-seventh of the number of telephones in service in the United 
States, we have a very heavy burden because we serve about two-thirds 
of the geographical area of the country. 

It is interesting to note that while we have only a seventh of the 
telephones that we serve twice as many communities as the great Bell 
System with its overwhelming preponderance in the number of tele- 
phones. 


Senator Axitorr. What percentage of subscribers do you serve of 
the total ? 

Mr. McF arin. About one-seventh. The Bell System generally 
operates in the large metropolitan areas we operate in the smaller 
communities. There are, of course, in our industry some group com- 
panies or as they are sometimes called multiple-exchange companies 
that do operate in—they are fairly large companies, small compared 
with the Bell, but fairly large in our industry and we do serve some 
medium-sized cities such as Tampa, Fla., Santa Monica, Calif., but 
the overwhelming number of our exchanges are located in small towns 
and cities, county-seat towns. I live in a town of 1,500 and that is 
a large town for rural independent exchanges. 

Attached to this statement is a table that shows the number and 
size of both the manual and dial exchanges in the independent tele- 
phone industry. From this table you can see there are 2,000 manual 
exchanges which have less than 150 status. 

Senator Purrett. Mr. McFarlin, I am afraid what I thought might 
happen has happened. My colleague, Senator Allott and I must be 
excused for a minute or two to answer a live quorum. If you remain 
where you are, we will try to get back within a matter of 2 or 3 min- 
utes. 

Mr. McFarurn. That will be very agreeable, sir. 

Recess. ) 
enator Purrett. We may have some more. 

Mr. McF aruin. It will not disturb me, sir. 

Senator PurreLy. You may proceed. 

Mr. McFarurn. As I was saying from this table you can see there 
are over 2,000 manual exchanges and I refer to manual exchanges be- 
cause where we have dial operations of course there are very few 
operators involved. In most cases none are involved so they are not 
material in this hearing. But there are over 2,000 manual exchanges 
which have less than 150 telephones. There are 4,900, almost 5,000 
manual exchanges which have less than 500 telephones and there are 
over 5,500 manual exchanges which have less than 750 telephones. 
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Senator Purrett. Just as a matter of information and possibly 
curiosity, these are less likely to be turned into dial exchanges because 
of the small number ? 

Mr. McFaruin. Two things, sir. The operation of the Fair Labor 
Standards Act, and I will come to that a little later in a little detail 
because that is a very important factor in this thing, economic con- 
diions generally and the Fair Labor Standards Act is requiring that 
these exchanges be converted to dial. 

It is due to two things, the Fair Labor Standards Act and general 
economic conditions, it is inevitable that these exchanges—and there 
is another feature and that is the demand for better service—they will 
all be converted into dial operation. 

Senator Purrer.. They are now being converted ? 

Mr. McFarurn. Yes, sir. I have some extensive testimony on that 
that you will be interested in. 

Senator Atiorr. One other interruption while you are at it. That 
4,700 independent companies operating 814 million means an average 
of 1,736 per company ? 

Mr. McF aru. I presume that isso. I assume that is correct. But 
there are, sir, in this independent field, the General Telephone Co., 
which has over 2 million phones, there is the United Co. which is, by 
our standards, a fairly large company, but if you come back to what 
I was saying there are over 5,500 of them that have less than 750 
telephones, so that if these other companies are large and you have an 
average of 1,750 telephones per company, it is because they are a com- 
bination of small companies. 

Even the General Telephone Co. which we regard as the giant in our 
industry doesn’t have too many large exchanges. They have some, 
but they are large because they own a large number of small com- 
panies. So it still is small business. 

So if you put it another way, there is less than a thousand of the 
exchanges—and bear in mind, Senator, there are more exchanges, 
almost twice as many exchanges there as there are companies which 
would mean if you put it another way there is an average of 2 ex- 
changes to a company but there are less than a thousand independent 
manual exchanges that have less than 750 telephones, so that if you 
leave out the dial installations and those that have over 750 telephones, 
all the rest of them are vitally affected by this attempt to repeal this 
exemption. 

You are familiar with the exemption, I will not read it. 

A repeal of this exemption would do three things. First it would 
result to very large increases to the telephone subscribers of the ex- 
changes that are affected. Secondly it would have a very adverse eco- 
nomic effect upon the companies themselves and economic conditions 
in the country generally require that this 750-station-exchanges 
exemption be retained. 

In other words there are only about 15,000 operators involved in 
this matter and there are literally thousands and thousands of tele- 

hone subscribers that are involved and their interest it seems to me 
1s paramount to the interest of these operators. 

We are not defending substandard wages and we are not paying 
them. I think if you will go into towns like the town I live in or in 
the smaller towns that you will find that we are paying wages that are 
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comparable to the wages the women who are employed in industry or 
retail services in that town are getting. 

The operators are not unhappy about those wages. 

Senator Purretn. You et of these 5,500 manual exchanges which 
have less than 750 telephones. Would the number of employees in those 
cases be less than a hundred ¢ 

Mr. McFartin. Yes, most cases. 

Senator Purrety. By the company 4 

Mr. McFarurn. Yes, but of course you must understand that a good 
many of these small companies are owned by the large companies such 
as the General Telephone, so in those cases they would have more than 
100 employees. 

Senator Purrett. You are addressing yourself in this particular 
portion of your speech to one bill that is pending before us. We have 
several. There is one that has been advanced by—hasn’t been pre- 
sented in legislative form as yet—by the Secretary of Labor which 
would have coverage extended to firms that had a million dollars or 
more in interstate purchases and employed a hundred people. You 
know that? 

Mr. McF arury. Yes, sir. I know that I am going to address myself 
to that later. Unfortunately that situation would work out most un- 
happily for the telephone industry because while they may have more 
than a hundred employees, these employees are still in these small 
towns and villages. Of course, the General Co. has some larger places 
and United Co. has some larger places. 

Generally these people live in small towns and it would produce 
some very peculiar economic situations. 

Senator Purreiy. Did I understand you just now to say that these 
wages compare favorably—— 

Mr. McF arin. With those that are being paid to other women em- 
ployees in these towns. 

Senator Purrety. In other types of employment? 

Mr. McFarurn. That’s right. We have recently converted our ex- 
change to dial. But our operators were generally getting more money 
per hour than the employees in the stores and similar places in our 
town. 

Senator Purtretn. Would you wish to tell us what that average per 
hour wage was that they are getting or is that they were getting? 

Mr. McF artrn. That they were getting at the time we converted? 

Senator Purretn. Yes. 

Mr. McFaruiyn. About $1.15 per hour. It was above the minimum. 
That is more money than they were getting in the stores and in clerical 
offices and places. 

Senator Purretn. So actually from the angle of impact of such pro- 
posed legislation, it would not affect you then insofar as the minimum 
wage went. 

Mr. McFarurn. No, sir, not in our particular company. But we are 
one of less than a thousand exchanges. 

Senator Purrett. What is the average that is paid by the association 
members ? 

Mr. McFartin. Sir, that would be very difficult to say. Can I give 
you an example? In my county there are five small exchanges. In 
every one of those cases the telephone exchanges are located in a home. 
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The people live there. The are usually a family operation and they are 
furnished heat, light, all the utilities, they pay them a salary, gener- 
ally—they sometimes hire some extra help, but usually it is done by 
the members of the family. There is just no way of getting figures on 
that and determining what those services are worth. 

Now, usually in these small towns, too, there is another factor that 
the telephone company is the only industry in the town that is in inter- 
state commerce. Most of them don’t have a bank. A lot of them don’t 
have a railroad. If they do have a bank or a railroad those are the 
only two other industries in the town in interstate commerce. Again 
if you repeal this exemption, then you get the telephone company in 
trouble with the other employers and it also involves some problems for 
the regulatory bodies because people object to having their telephone 
rates put up because rates are increased in the community. 

The other employees become dissatisfied. 

It is suggested, of course, that we would have no difficulty when we 
go to the regulatory bodies and get whatever rates we need to pay 
the wages that would be required if this exemption were repealed. 

It isn’t that simple. First we have had inflation in this country. I 
guess we all agree on that. Most of these companies have raised the 
rates; some of them as much as five times to meet their added expense 
and utility regulatory bodies are becoming very difficult in granting 
increases. 

Senator Purrety. Five times in what period ? 

Mr. McF arutn. Since the controls were taken off in 1946. It isn’t 
just that simple. We can’t do that. We sent out a questionnaire to 
our companies over the country as to what the reaction would be if 


this exemption were repealed. If you will turn to page 5 you will 
find some of the sample comments and if you will look at the first one 
from Alabama. This is a farming section. The farmer could not 
stand the increase due to low farm income for several years. In 
Arizona— 


if we had no exemption whatever we would be put out of business for the simple 
reason that all of our exchanges except one would be hit. 


Here in Iowa he says: 


Our subscribers would not be able to pay the raise in rates we need. We are 
going to lose too many subscribers. A lot of companies will go broke. Exchanges 
will be forced to close as subscribers will not pay increased rates. 

Senator, if you take your pencil you can see at $1 an hour it would 
take $8,760 to pay just one operator’s wages for a year. That is with- 
out any other expense for taxes and maintenance and all other ex- 
penses. If you only had 100 subscribers in that small community the 
rates would be such that the people wouldn’t or couldn’t pay it. The 
average monthly rate in these small towns, smaller than I live in, are 
anywhere from $1 to $2.a month. They couldn’t pay five, six or seven 
or eight dollars a month for telephone service. It isn’t economically 
possible to do that. 

Another thing, it is going to be very difficult on these small com- 
panies to meet. this economically. During the war we couldn’t doa 
thing about fixing up our plant. They were in bad shape. We started 
to fix them up. We have had a demand for better service and we have 
had a terrible time getting enough money to do the job that we are 
trying to do. We finally established some credit. We can get money 
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from the Government and from private industry now. But if this 
exemption is repealed they just would not be able to meet the require- 
ments of giving security for loans desired. 

Labor costs, you know, are terrifically high in a telephone company 
as compared with other industries. Small companies from 75 to 85 
percent. One of the factors is that a raise in wages hits the telephone 
company three times a day. A factory, if they want to, can control 
their costs by operating only 8 hours a day. We have to be there 24 
hours a day. When you get a wage increase, it hits you three times. 

This exemption has been on the books a long time. It was put on 
in 1939. It was put on because Congress discovered that these small 
companies just couldn’t operate under the law. The form of the 
exemption came out of a questionnaire that Congress sent to the regu- 
latory bodies of the United States. If you will turn to page 10 of my 
statement you will find that in 1939 as a result of this questionnaire, 
that there were various methods suggested. . 

The number of telephones : 250, 500, 750, 1,000. 

Population of town in which exchange is located: 500, 1,000, 2,500, 
5,000, 7,500, 10,000. 

Annual Exchange Service revenues : $7,500, $10,000, $15,000, $20,000, 
$30,000. 

Those were the three alternatives given. 

Thirty-six replies were received ; 2 of the States recommended 1,000 
urban subscribers. One recommended 1,000 company owned sub- 
scribers. Ten recommended 1,000 subscribers and 9 recommended a 
thousand stations. Of course, there is a difference between subscriber 
and station because subscribers may have more than 2 telephones. But 
there were 19 that recommended a thousand subscribers and stations. 

There were over 750 stations, 500 subscribers, 500 stations, 250 
stations, so that there were 7 States that did not reply, but there were 
22 that recommended a thousand, or almost half of the States. Well, 
of course in Congress you know how legislation is made. I don’t need 
to tell you gentlemen about this procedure it is by compromise. 

Congress fixed on 500 stations. In 1949 that was increased to 750 
because of the feeling that 750 stations was no more than 500 within 
1939. Now, that is a congressional policy that has been here a long 
time. We have operated under that. The wage and hour division 
have operated under that. We know what that means. And that 
is vital when you begin talking about the change of 100 employees or 
there has been a suggestion made by the CWA that it be on the basis 
of companies rather than exchanges so that that of course opens up a 
whole new field. You would have to have litigation, new rules and 
regulations and it would be most unsatisfactory not only to the tele- 
phone companies but to the subscribers. 

New, I have taken a little more time than I intended to on that. 

Senator Purrety. That’s all right. You develop your argument 
as you wish. 

Mr. McFarurn. O.K. I thank you very much. 

The Senator spoke about this matter of conversion to dial. I 
wouldn’t be candid to you if I didn’t tell you as I suggested in the past 
that all these small exchanges are going to be converted to dial opera- 
tion. It is just a question of time. 

Senator Purretn. That will substantially reduce the number that 
would be employing 100 or more today when they are under dial ? 
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Mr. McFarur. That’s right. 
Senator Purreraz. So there would be a lesser number that would be 
subject to that if we had it, a million and a hundred employees? 

Mr. McF arurn. That's right. , 

In my company, sir, we had about 15 full and a few part-time em- 
ployees, operators who came in for relief. When we converted to dial, 
8 regular operators and 2 part-time operators lost their jobs. It re- 
duced our staff from about 15 to 5 or 6. 

Now, frankly, you are not doing any service to these operators if you 
extend the wage and hour or repeal the exemption provisions of the 
wage and hour law at this time. 

They will lose their jobs, Senator, some time, either 5 or 5 years or 7 
years, some time. We need to do this thing in an orderly way. First 
there is the matter of financing but most important of all is the matter 
of getting this equipment. When you order dial equipment it takes 
anywhere from 9 to 24 months to get the equipment after it is ordered. 
It isn’t mass manufactured. It has to be designed and engineered for 
each particular exchange; 70 percent of the equipment that is now 
being manufactured goes into additions to the equipment. 

So that only 30 percent is available for conversion. 

I just don’t see how it would be possible to manufacture equipment to 
convert all these exchanges to dial and get it installed in less than some 
period from 7 to 10 years. If you will just leave our exemption alone 
and leave us where we are, our operators are satisfied. 

It is desirable work. It is the most desirable work for the women 
in these very small towns. They are going to lose their jobs some day 
but you will certainly accelerate it if you take this exemption away. 

The last table that I have in my statement is a statement of what is 
going on inour State. Weare vitally interested in this in lowa because 
we have more independent exchanges in Iowa than any other State in 
the Union. We don’t have more telephones but we have more ex- 
changes. We have about 450 companies—less than that, about 419 I 
believe it is that have 751 exchanges. We saw this thing coming. We 
started after the war in a conversion program, If you will look you 
will see that in 1940-——— 

Senator Purrert. What page are you referring to? 

Mr. MoF aruin. Last page of my statement, exhibit B. (See p. 144.) 

In the upper left-hand corner you will see where we started our dial 
conversions. They were small in the early forties. 1946 we converted 
8; 1947, 5; 1945, 12; 1949, 14, and 1950 and 1951 were small. In 1952 
we had 18. 

In 1953, 22; in 1954, 32; in 1955, 29; and last year we had 58 con- 
versions. That only totals 219. We still have over 500 exchanges yet 
to convert to dial. 

If you go on down we set, a goal of converting all those exchanges by 
1963. If this exemption is preserved we can do this in an orderly way. 
We can preserve these small companies and the operators will have 
their jobs. They are contented. They are not complaining about the 
wages that they have and everybody will be more or less happy if we 
can get that job done. 

Now, I do want to discuss with you this matter—it has been sug: 
gested in previous hearings by the Communications Workers of 
America that this exemption be put on a company basis rather than 
on an exchange basis. 
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In other words a company could only have one exemption. If they 
had a lot of exchanges they would have no benefit of it. 

A small exchange might have less than 750 telephones and yet if it 
were on a company basis they would not be able to take advantage of 
this situation. 

That isn’t workable because first it is putting exemption on a com- 
pany basis that hasn’t any logical basis. 

This original exemption was made to help small companies and if 
you had a company that had 500 exchanges and yet all of them were 
under 750 you can see that that could be badly hurt. If they were 
fortunate enough to have a large number of large companies they 
might dilute the thing and that would mean the bigger places would 
be subsidizing the smaller exchanges. Those are the ones on page 16, 
Senator. ; 

The reasons that I am suggesting why a company exchange basis 
would not be satisfactory. f 

The second reason is this exemption is one recommended by the 
regulatory bodies of the country. They are in close touch and know 
what a workable basis is. 

Third, it has been examined twice by Congress and has been ap- 
proved. And I have already spoken about the fact that if you put 
it on a company basis and this had a lot of small companies you 
deprive them entirely of the benefit. 

ut the most important of all is that, the hardship to the telephone 
subscriber. A rural subscriber needs a telephone much worse than 
someone who lives in town. You at least can go for help. If you 
need the doctor, if you need the fire department, if you need the officer 
of the law, a rural community rural people need a telephone, they 
need it to be able to use that immediately. You are going to increase 
these telephone rates greatly and a lot of them, old-age pensioners, 
aged people who are retired would not be able to have a telephone, 
even working people would not be able to keep a telephone be- 
cause they are just not able to pay the higher rates that would be 
required. 


Another thing is that you are going to deprive these switchboard 
operators of their job. 

This is going to mean that if you take this exemption away and 
put it into effect immediately, that you are going to put about a 
third of these companies out of business completely. That will leave 
to those subscribers the alternative of having no telephone service or if 
they are fortunate enough to be located geographically maybe some- 
body else can take care of them. 

We are trying to preserve these small companies as independent 
units. They are locally owned. The customers own the companies. 
If you give us time we would like to buy a little time by keeping 
this exemption until we can make this conversion to dial in an 
orderly manner. 

Senator Purrett. It is not the intent of Congress to put companies 
out of business. Sometimes however the anticipated problems do 
not arise. 

I want to thank you for this testimony. Of course, your complete 
statement has been included in the record. 

Senator Allott, have you any questions to ask Mr. McFarlin? 

Senator ALnorr. No; I don’t think so. 

89646—57——12 
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Senator Purrert. Well, again I want to thank you for coming here, 
I want to explain that many of my colleagues are not here because 
they have to attend other committee meetings. 

Mr. McFarurn. I understand, sir. 

Senator Purrett. During these busy days we find ourselves assigned 
to 2 or 3 committees meeting at the same hour. I am sure they will 
all give very serious consideration to the testimony you have given 
here this morning. 

Thank you very much. 

Mr. McFartin. I would also like permission to introduce in the 
record a statement of W.G. Winters. He is the president of the Texas 
Telephone & Telegraph Co. He asked permission to testify but be- 
cause of the large number of witnesses he will not have an opportunity 
to appear and I would like to have it entered in the record, 

Senator Purrett. Are there many pages to it? 

Mr. McF arty. Five or six. 

Senator Purrexu. If there is no objection, it will be included in the 
record. 

(The document referred to follows :) 


STATEMENT OF W. G. WINTERS, PRESIDENT, TEXAS TELEPHONE & TELEGRAPH Co, 


My name is W. G. Winters and I live on R. F. D. 4, Harris County, Houston, 
Tex. I am president of the Texas Telephone & Telegraph Co., a small 
locally owned, independent telephone company operating some 45 small telephone 
exchanges in the rural hamlets and villages of the wide open spaces of Texas, 

My appearance is on behalf of my company and the public we serve. My com- 
pany is one of that segment of the telephone industry known as “independent” to 
distinguish it from the Bell segment of the industry. 

I want to point out to the committee the disastrous effect of the proposed 
legislation removing from the Wage and Hour Act the 750-station exemption of 
small telephone exchanges would have on my company. Further, that the effect 
upon my company is representative of the effect the elimination of the exemption 
would have on the small exchanges throughout the great Southwest, as the 
majority of these small exchanges are locally owned and a part of the inde- 
pendent segment of the industry. 

The telephone business in America has grown up on a 24-hour basis, 7 days 
per week, 365 days per year. It is a service that must stand ready on demand 
every second throughout the entire year. Nothing less than this will serve our 
people, more especially our rural people who are more remotely located and must 
get the doctor, the market, or the distant: neighbor in a matter of seconds. Be- 
cause telephone service must be maintained 24 hours per day, this wage provision 
would hit us three times daily for the three 8-hour shifts. 

Of the 45 small exchanges my company operates, 36 would be effected by the 
elimination of the 750-station exemption and there are, at this time 5,769 stations 
in these exchanges ranging in number of stations from 60 to 450 stations per 
exchange or an average of only 160 stations per exchange. 

If the exemption were eliminated, our payroll increase would be $245,138 per 
year or, an average of $42.49 per station per year. 

The present average annual local service revenue per station from these ex- 
changes is only $41.11 per station. Such an increase in operators’ wages would 
require an increase of more than 100 percent to cover this increase in wages 
alone. While such a change would affect the pay of a very small number of peo- 
ple in our company, the impact would fall on the 28,000 or more people serviced 
by these 5,769 telephones either in the form of increased charges or in denying 
them service because they could not afford the cost. 

To place this exemption on a companywide basis would wreak the same inevita- 
ble result on the companies involved. The people in these small exchanges 
would still have to foot the bill. My company has no large cities on which this 
excessive load could be added, even if it were proper and equitable to do 80, 
which it is not, and there are only a very limited number of companies in the 
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whole Nation that could bear the burden which this would bring about. They 
would have to put in on the community exchange involved. 

Those proposing the elimination of the small exchange exemption, if fair- 
minded, and, if in possession of the facts in regard to the small number of people 
to receive benefit as compared with the thousands of rural people unfavorably 
affected, would withdraw their support from the effort to eliminate this exemption 
jn the present law. 

The above increased wage cost cannot be absorbed out of earnings as in the 
past 3 years our highest net annual profit after taxes for the entire company was 
only $38,000 or, less than 3 percent on the capital invested. 

There remains then only the following courses to pursue, viz: 

1. Increase the rate sufficiently to cover the extraordinary additional cost. 
Such a course would prove disastrous because to load $42.49 per year on top 
of present rates would make the monthly rate such that the loss of business would 
be so great there would not be enough revenue increase left to meet the increased 
wage cost. Further, the loss in stations would make the service at the higher 
rate less valuable than the service at the old rate. Further, since the rates 
within the corporate boundaries of the towns or villages are controlled by the 
councils, the loss from this source would bankrupt our company before we could 
get the authorization and the rate into effect, assuming the regulatory body 
would grant such a terrific increase, and such a grant is extremely doubtful. 

We are experiencing now a very practical example of the attitude of city 
councils involving extraordinary increases as a result of the minimum wage and 
40-hour week. In this particular exchange, we were petitioning the council for 
an increase as our actual out-of-pocket operating loss was exceeding $9,000 per 
year. Before we could get any action by the council, the minimum wage was 
increased to $1 per hour, which immediately increased the out-of-pocket loss 
in this exchange to be in excess of $15,000 per year. The council awarded an 
increase of less than $9,000 per year which still leaves a heavy out-of-pocket 
Joss in this exchange which we will be unable to overcome until we change to 
dial and we cannot get dial delivered and in operation for another 12 months. 

In the villages and hamlets where we operate, the telephone company is 
generally the only institution under the Wages and Hours Act and the wages 
we have to pay are so consistently higher than that of people of similar quali- 
fications employed in the area it is not a popular matter with the city councils 
and the business people generally. 

2. Change to dial and eliminate operators: Dial equipment cannot be had in 
time to avoid the heavy operating loss because the delivery on dial equipment, 
at present, ranges from 9 to 18 months and the American manufacturers could 
not begin to supply the sudden extraordinary demand which would be thrown 
on them by the speeded-up demand for dial, within a space of time sufficient 
to keep the loss from this additional financial burden bringing my company to 
financial ruin. Even if the factories could and would expand their plants to 
meet this extraordinary speeded-up demand, so much time would elapse before 
the expanded plants could get into production and delivery, we would be broke. 

3. Sell out: Even if we wanted to sell out, which we do not, if ‘the exemp- 
tion is withdrawn not only the sale value of my company will be ruined but that 
of practically every other small exchange owner who, at present, is exempt be- 
cause any interested buyer would know that he would have to operate at this 
terriffic loss until dial could be obtained and, due to the length of time it takes 
to secure dial, the value would be discounted to cover such terrific loss. 

4. Shut down or curtail service until dial could be obtained: Such would be 
impossible. The customers would not tolerate such a thing and, further, the 
larger adjacent companies would step into the breach created by the shutdown 
and the hue and cry of the disgruntled customers and take over the profit- 
able business so that by the time dial could be secured we would find our- 
selves with only the sparse areas to serve. What concentrated development 
we have in the direct confines of our small towns must be retained or else we 
¢annot maintain the service to our farm people. 

I should point out here that we are still staggering under the load. created 
by the-last increase in the minimum wage and the increased social-security 
tax. Contrary to general thought, this increase from $0.75 to $1 per hour did 
not apply just to our people subject to the Wages and Hours Act receiving less 
than $1 per hour. The resulting increase made it necessary to carry the in- 
crease right on up the entire hourly scale. 
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Congress, in its wisdom, saw fit to put this exemption in the law at its incep- 
tion. Successive Congresses, in their wisdom, have reviewed it and continued it, 

In the meantime, the telephone companies have been striving as rapidly as 
possible to reduce the number of exchanges under the exemption by employing 
all the devices of science without getting the price of telephone service so high 
that the public could not buy it or, so high that the wide distribution of the 
service would be lessened to such an extent as to impair the progress toward uni- 
versal communication. 

Nevertheless, despite all the effort toward wide distribution, especially among 
our rural people (the people my company and all the other small independent 
telephone exchanges serve) the progress was too slow. The Congress amended 
the Rural Electrification Act to make it possible for companies like mine to 
secure the necessary funds to reach the people in our hamlets and on our farms, 
Under this act, my company is moving to dial and a wide coverage of all our 
rural areas and, when all this is accomplished, which should be in the next 
3 to 5 years, all of our people will be under the Wages and Hours Act. Such 
work is going on all over the Southwest and the Nation under the REA program. 

My company and other independent companies throughout the Nation serving 
the rural areas could not secure conventional financing for this great change 
under the rates the rural people of our areas could afford to pay. My com- 
pany is an REA borrower and, as above stated, we will bring the most modern 
service science has developed to our rural people at a rate that they can afford 
to pay if we are not forced into financial ruin before this program can be com- 
pleted. We have already converted nine exchanges. 

Congress has also, in its wisdom, created the Small Business Administration 
designed to aid small business in maintaining its financial integrity in our 
economy. It seems strikingly inconsistent to see two great agencies of our 
Government's efforts to maintain the integrity of small business nullified by the 
action of another act. The removal of the 750-station exemption would very 
definitely throw a monkeywrench into the REA program and throw the field 
wide open in the telephone industry for a greater monopoly in the telephone 
field than we now have and, result ultimately in defeating to a very substantial 
extent, the REA program of bringing the widest possible coverage in communi- 
cation to the rural people. 

We believe that the Congress is motivated by a desire to promote the interest of 
their constituents in the communities involved and there is definitely no demand 
on the part of the people of the communities involved for a removal of this ex- 
emption, the people who are most vitally affected and who would have to foot 
the bill in the event the exemption is removed. 

Rather, the agitation for the elimination of this exemption is by people not 
even remotely connected with these communities and, for that very reason, can- 
not be conscious of the fact that for the small number of people throughout the 
Nation that would benefit by the removal of this exemption, thousands of our 
citizens in the small towns, hamlets, and rural areas will have loaded on them an 
unnecessary burden or else denied the telephone service because the rate is so 
high they cannot afford it. Our wages in these areas which are now exempt 
are in line with that paid by other people for employees of similar qualifications. 
Were that not the case, we could not maintain our force and the service would 
suffer. 

In Texas, there are some 300 of these small exchanges owned by local people 
exclusive of those owned by the Bell Co. and the two very large independent or 
non-Bell companies. 

Texas is in that great western and southwestern drought area where the econ- 
omy of our rural people is in distress and any measure that further adds to this 
distress is another added hardship. 

I earnestly plead with the committee to retain the exemption of the smal! tele- 
phone exchanges which will save the small telephone company owner from bank- 
ruptey, continue to hold the line against a further advance toward a telephone 
monopoly and, with the progress of science and the agencies of Government now 
operating, this whole matter will be disposed of in the natural course of events 
without bankrupting the little independent telephone owner. 

If you bankrupt the small independent owner, that owner who is furnishing 
the telephone service to the rural areas of two-thirds of Texas and almost two- 
thirds of this Nation, you will banish him forever from the American scene. 


Senator Purretn. Thank you again. 
Mr. McFarur. Thank you. gentlemen. 
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Senator Purreti. The next witness will be Mr. Benjamin R. Miller, 


director of industrial relations department of the American Trucking 
Associations. 
Mr. Miller? 


STATEMENT OF BENJAMIN R, MILLER, DIRECTOR OF INDUSTRIAL 
RELATIONS DEPARTMENT, AMERICAN TRUCKING ASSOCIATION 


Mr. Mitier. May I have the privilege to introduce this statement I 
have printed for the record, sir ¢ 


Senator Purreity. Very happy to have it introduced and without ob- 
jection it will become a part of the record. 

Mr. Mruter. Thank you, sir. 

(The document referred to follows:) 


STATEMENT OF BENJAMIN R. MILLER, DIRECTOR, INDUSTRIAL RELATIONS 
DEPARTMENT OF AMERICAN TRUCKING ASSOCIATIONS, INc. 


Mr. Chairman, and members of the subcommittee, my name is Benjamin R. 
Miller. I am director of the industrial relations department of American Truck- 
ing Associations, Inc., with offices at 1424 16th Street NW., Washington, D. C. 

Most of you are familiar with our organization, but let me say for the record 
that it is the national trade association of the trucking industry, representing 
all types of motor carriers, both for-hire and private, and having affiliated asso- 
ciations in all 48 States and the District of Columbia. 

We understand that the subcominittee has before it for consideration Senate 
bills 1135, 1159, 1160, 1273, and 1267, to amend the Fair Labor Standards Act. 

Our industry is primarily concerned with those provisions of S. 1267 which 
would expand the coverage of the act by applying it to “activities affecting com- 
merce,” and would abolish the considerably limited exemption from the overtime 
provisions of the act presently applicable to certain employees of motor carriers 
subject to the safety jurisdiction of the Interstate Commerce Commission. 

In compliance with Senator Kennedy’s request, we intend, today, to merely 
supplement our testimony of the previous 2 years and to bring this testimony up 
to date. 

In this connection, we respectfully refer you to the testimony of Mr. Peter T. 
Beardsley, of the American Trucking Associations, Inc., incorporated in the 
record on the hearings of this subcommittee on April 27, 1955, pages 653 to 663, 
part II, which continues to be our industry’s position on the proposal to expand 
the coverage of the act to cover “activities affecting commerce.” Your attention 
is also invited to my testimony of last year before this subcommittee, incorp- 
orated in the record on May 16, 1956, pages 321 to 337, which continues to be our 
industry’s position on retention of its limited exemption from the overtime pro- 
visions of the act. 


THE MOTOR CARRIER EXEMPTION DOES NOT IMPAIR THE ACT’S PURPOSE 


In our testimony last year, we stated that our industry’s employees were 
among the highest paid.in the land and that the objectives of the act would not be 
furthered by removing the motor carrier exemption from the four job classifica- 
tions presently covered. This is even more strikingly apparent today, 

As evidence we have brought up to date the tables and chart submitted last 
year entitled “Pattern of Employee Earnings in Trucking and Selected In- 
dustries.” This was appendix A of our testimony before your subcommittee and 
was incorporated in the record of that hearing at pages 326-327. The average 
earnings of trucking employees in 1955 (the latest year available) increased $298 
over the previous year and “reached a new peak of $5,130 a year.” The average 
employee in the trucking industry in 1955 had an income approximately 9 per- 
cent higher than his counterpart working for a railroad, 18 percent higher than 
in Manufacturing and 33 percent higher than private industry as a whole. 

Comparable 1956 data will not be available from the Government for sev- 
eral months. But we can assure you the upward trend continues. Our in- 
dustry’s wage rates were automatically increased by a substantial amount under 
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the terms of its major labor agreements, as was noted in appendix D, page 33 
of your record of last year. It is significant to your consideration and record 
that these appendixes did not indicate the complete story. For those employees 
enjoyed additionally 2 increases through cost-of-living adjustments—three 
quarters of a mill per mile and 3 cents per hour for hourly work effective August 
1, 1956, and, a similar increase became effective February 1, 1957. 

It is evident therefore that these employees do not need the overtime provisions 
of the act to increase their income to a so-called livable wage. 


THE COMPLEX TRUCKING WAGE STRUCTURE NECESSITATES OVERTIME EXEMPTION 


In our testimony of last year (pp. 323-324) we explained that the wage struc- 
ture which has developed within the trucking industry through years of hard 
collective bargaining is extremely complicated and that to the uninitiated it 
would seem hopelessly confusing. We illustrated the impossibility of determin- 
ing an hourly rate for overtime purposes by computing a fictitious hourly rate on 
the basis of the speed limits established in one of the contracts in the Central 
States area and the mileage rates under that contract. This becomes more ob- 
vious when we make the same calculations using, now, the mileage rates that 
went into effect on February 1, 1957. Today, men driving single axle units in 
any of 13 States receive a mileage rate of 8.1 cents a mile. Assuming speed 
limits of 20 miles an hour, their rate would be $1.62 an hour; at 30 miles per 
hour, their rate becomes $2.43; and at 40 miles per hour, they would be paid 
$3.24. Those men driving double bottoms or combination units presently receive 
9.5 cents per mile in the same area. At 20 miles an hour, their rate would be 
$1.90 per hour; at 30 miles per hour, $2.85 an hour; and at 40 miles per hour, 
they would receive $3.80 per hour. And all this without taking with account 
at all “guaranties” and many other emoluments. 

It must be noted that any given driver might drive 2 different types of 
equipment with different mileage rates on runs involving at least 2 or 3 differ- 
ent driving speeds in the same day. And these might be through runs, turn- 
around runs, subsequent runs, or multiple-leg runs or combinations of them. 

Suffice it to say that this complicated wage structure literally defies hourly 
rate computations. 


REMOVAL OF THE MOTOR CARRIER EXEMPTION WOULD CREATE INDUSTRIAL STRIFE 


In our testimony last year (pp. 324-325 of record), we emphasized the fact 
that our industry was highly unionized by the International Brotherhood of 
Teamsters and the International Association of Machinists. Add to that the 
effective organizing campaigns of the last year, particularly by the teamsters. 

This militant and all-powerful union has recognized the impossibility or com- 
plete impracticability of insisting upon overtime pay after 40 hours for all their 
members. They have agreed to accept such benefits as high mileage rates, 
guaranteed trip rates, liberal layover allowances, among other things of value, 
in lieu of such overtime payment. 

If Congress were tc abolish the industry’s limited exemption, almost every 
one of the collectively bargained labor agreements in our industry would, of 
necessity, have to be reopened. We are convinced that neither labor nor man- 
agement would want to renegotiate their long-term agreements for no real pur- 
pose except to engage in industrial strife. We do not believe that Congress 
would wish that to happen either. 

This would be untenable since all of the major labor agreements have been 
negotiated—the vast majority for at least 2 more years. The peaceful relations 
now enjoyed by labor and management in the trucking industry must not be 
jeopardized. 

IN CONCLUSION 


In our effort to keep from repeating our testimony of previous years, we have 
attempted to point out but a few of the many reasons why our industry must 
retain its limited exemption to the Fair Labor Standards Act. We respectfully 
urge your subcommittee to review our earlier testimony, being mindful that 
removal of the exemption would only cause confusion, inconvenience or hard- 
ship to employees, employers and the general public; that renegotiation of labor 
agreements would doubtless result in extensive labor-management strife; and 
that trucking employees have no need for the protection of the Fair Labor 
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Standards Act. Their unions see to that. We, therefore, respectfully urge that 
your subcommittee recommend continuance of the exemption. 

Mr. Mitier. The trucking industry is not exempt from the mini- 
mum wage provisions of the Fair Labor Standards Act nor do we 
here plead for such an exemption. Employee earnings in our industry 
are among the highest in the land. We merely but earnestly request 
that the considerably limited overtime exemption afforded only four 
basic employee classifications be maintained. 

Senator Purrety. Mr. Miller, are you reading another statement 
now! Youarenot reading that? 

Mr. Mutter. I just picked that up from my previous testimony be- 
fore this subcommittee last year to set the stage for your consideration, 
sir. In compliance with Senator Kennedy’s request we merely intend 
today to supplement our testimony of the previous 2 years and to bring 
this testimony up to date. 

Senator Porrexu. It will be included in the records of the subcom- 
mittee by reference. 

Mr. Mitre. Our industry is primarily concerned with those pro- 
visions of Senate bill 1267 which would expand the coverage of the 
act by applying it to activities affecting commerce and would abolish 
the considerable limited exemption from the overtime provisions of 
the act presently applicable to certain employees of motor carriers 
subject to the safety jurisdiction of the Interstate Commerce Com- 
mission. 

In that connection we respectfully refer you to the testimony of 
Peter T. Beardsley of our association. In the record on the hearings 
of this subcommittee on April 27, 1955, pages 653 to 663, part 2, which 
continues to be our industry’s position on the proposal to expand the 
coverage of the act to cover activities affecting commerce. 

Your attention is also invited to my testimony of last year before 
this subcommittee incorporated in the record on May 16, 1956, pages 
821 to 337 which continues to be our industry’s position on retention 
of its limited exemption from the overtime provisions of the act. 

The motor carrier exemption does not impair the act’s purpose. 

In our testimony last year we stated that our industry’s employees 
were among the highest paid in the land and that the objectives of the 
act could not be furthered by removing the motor carrier exemption 
from the four job classifications presently covered. This is even more 
strikingly apparent today. 

As evidence we have brought up to date the tables and chart sub- 
mitted last year entitled “Pattern of Employee Earnings in Trucking 
and Selected Industries.” This was appendix A of our testimony 
before your subcommittee and was incorporated in the record of that 
hearing at pages 326-327. 

The average earnings of trucking employees in 1955 (the latest year 
available) increased $298 over the previous year and “reached a new 
peak of $5,130 a year.” 

The average employee in the trucking industry in 1955 had an in- 
come approximately 9 percent higher than his counterpart working 
for a railroad, 18 percent higher than in manufacturing, and 33 per- 
cent higher than private industry as a whole. 

Comparable 1956 data will not be available from the Government 
for several months. But we'can’ assure you the upward trend con- 
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tinues. Our industry’s wage rates were automatically increased by 
a substantial amount under the terms of its major labor agreements, 
as was noted in appendix D, page 330 of your record of last year. 

Senator Purreii. May I interrupt a moment? 

Mr. Mitrrr. Yes, sir. 

Senator Purrety. On these comparative earnings, this is on an an- 
nual basis? Of course, that would include substantial overtime. How 
does it check with the annual straight hourly rate with these industries 
which you have mentioned ¢ 

Mr. Mitier. That is what I intend to show that the hourly rate 
cannot be computed. 

Senator Purrett. It is further in your testimony ? 

Mr. Mituer. Yes, sir. 

It is significant to your consideration and record that these ap- 
pendixes did not indicate the complete story. For those employees 
enjoyed additionally two increases through cost-of-living adjust- 
ments—three-quarters of a mill per mile and 3 cents per hour for 
hourly work effective August 1, 1956, and a similar increase became 
effective February 1, 1957. 

It is in that respect evident that these employees do not need the 
overtime provisions of the act to increase their income to a so-called 
livable wage. 

The complex trucking wage structure necessitates overtime exemp- 
tion. I am pointing this directly to your question, Mr. Senator. 

In our testimony of last year (pp. 323-324) we explained that the 
wage structure which has developed within the trucking industry 
through years of hard collective bargaining is extremely complicated 
and that to the uninitiated it would seem hopelessly confusing. 

We illustrated the impossibility of determining an hourly rate for 
overtime purposes by computing a fictitious hourly rate on the basis 
of the speed limits established in the Central States area and the mile- 
age rates under that contract. 

This becomes more obvious when we make the same calculations 
using now the mileage rates that went into effect on February 1, 
1957. 

Today men driving single axle units in any of 13 States receive a 
mileage rate of 8.1 cents a mile. Assuming speed limits of 20 miles an 
hour, their rate would be $1.62 an hour; at 30 miles per hour, their rate 
becomes $2.43; and at 40 miles per hour, they would be paid $3.24. 
Those men driving double bottoms or combination units presently re- 
ceive 9.5 cents per mile in the same area. At 20 miles an hour, their 
rate would be $1.90 per hour; at 30 miles per hour, $2.85 an hour, and 
at 40 miles per hour they would receive $3.80 per hour. 

And all this without taking guaranties and many other emoluments 
into account. As I said in my previous testimony, it is not uncommon 
for a truck driver to make over $8,000 a year. 

It must be noted that any given driver might drive two different 
types of speed in the same day. And these might be through runs, 
turnaround runs, subsequent runs or multiple leg runs. 

Suffice it to say that this complicated wage structure literally defies 
hourly rate computations. 

You know just policing overtime provisions in trucking would re- 
quire an extensive specially trained force of Government employees at 
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a substantial cost to the public and from our view for no understand- 
able purpose whatsoever. 

I suppose that is one of the reasons why Senate bil] 1267 continues 
the overtime exemptions enjoyed by railroads. 

We could argue that trucking because of its peculiar operational 
problems is even more in need of the exemption than its chief competi- 
tor but it is our view that all forms of transportation require such an 
exemption. 

I could illustrate as well where drivers obtain the same earnings re- 
turn annually in Colorado on a mileage rate. 

Senator Purrei.. You speak of Colorado? 

Mr. Minter. Yes, sir. 

Senator Purre.t. I would like to address myself to the Senator. 
The witness is citing a case in Colorado. You might be interested in 
that because you are from Colorado. 

Mr. Mixer. I will refer to an illustration in Connecticut. 

Senator Purtet.. Then both of us will be interested. 

Senator At.orr. I want the record to show that I was conferring 
with counsel, and not sleeping. 

Senator Purrety. I thought the Senator would be interested in this 
instance in Colorado. 

Senator Atxorr. I would. 

Mr. Mixer. Where truckdrivers would have the equivalent annual 
earnings in Connecticut as they would have in Colorado, the mileage 
speeds because of the sparsely settled areas in Colorado would return 
them the same earnings in a shorter time. So you would have to adjust 
the mileage rate per mile in Colorado to make earnings equivalent to 
that in Conecticut. 

In Colorado as I explained in the central States agreement and they 
are covered in under that agreement in that State, the mileage rate is 
specific plus guaranties, but in New England the road carriers pay 
their employees on a trip rate basis on a peculiar formula developed 
over the last 10 years. 

For the first 10 miles of their operation they get an hour of com- 
pensation for 10 miles of driving. The last 10 miles of their trip 
they get an hour of compensation on that trip. The distance in be- 
tween they get paid for on the basis of 20 miles an hour. 

Senator Atiorr. That compensates for getting in and out of the 
big cities. 

Mr. Mitier. Presumably over the period of years that is the way it 
wasdeveloped. But in the final analysis on a trip-rate schedule where 
they establish the compensation for the driver between his origin and 
destination point it generally averages out to what the driver in Col- 
orado might get. 

(Discussion off the record.) . 

Mr. Miter. In our testimony last year (pp. 324-325 of record), we 
emphasized the fact that our industry was highly unionized by the 
International Brotherhood of Teamsters and the Internationa] As- 
sociation of Machinists. Add to that the effective organizing cam- 
paigns of the last year, of the teamsters. 

This militant and all-powerful union that is in the public eye today 
has recognized the impossibility or complete impracticability of in- 
sisting upon overtime pay for work after 40 hours for all their mem- 
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bers. They have agreed to accept such benefits as high mileage rates, 
guaranteed trip rates, liberal layover allowance, among other things 
of value in lieu of such overtime payment. 

If Congress were to abolish the industry’s limited exemption almost 
every one of the collectively bargained labor agreements in our indus- 
try would of necessity have to be reopened. 

We are convinced that neither labor nor management would want 
to renegotiate their long-term agreements for no real purpose except 
to engage in industrial strife. We do not believe that Congress would 
wish that to happen either. 

I might remind you that both of the contracts in your particular 
areas came about after strikes, 5 weeks in New ‘England and several 
weeks in Colorado. 

Senator Atxorr. It might be a good time to interject in relation to 
this matter that the wages you are paying in a situation which you 
face is not one which it could be said that management has inflicted 
upon the employee. Would you say that? 

Mr. Mitier. Yes, sir, it is not. 

Senator Attorr. But it has been the result of some very hard bar- 
gaining and you mentioned that in two instances here they were the 
result of strikes to arrive at a contract. 

Mr. Mitterr. It is for that reason that we would not like to sit down 
and rebargain just because someone thinks it might be advisable to 
compute this on an hourly rate. 

Senator Atxorr. I assume you feel that the employee in this in- 
stance has been fairly adequately represented by his union. 

Mr. Mitier. Yes, sir. And that is what our evidence showed. We 
feel it would be untenable because most of these agreements have 
been completed in the last 2 years. The ones we now enjoy at least 
during this temporary period must not be jeopardized. We don’t be- 
lieve Congress would want that to happen. 

Senator Purrerz. Do you know of any request on the part of the 
unions representing these men for this change in the law? 

Mr. Mituer. There has been none—there wasn’t any last year—no 
testimony was given here. 

Senator Purrety. Because we have received none. 

Mr. Mitter. In conclusion, in our effort to keep from repeating our 
testimony of previous years, we have attempted to point out but a few 
of the many reasons why our industry must retain its limited exemp- 
tion to the Fair Labor Standards Act. 

We respectfully urge your subcommittee to review our earlier testi- 
mony, being mindful that removal of the exemption would cnly cause 
confusion, inconvenience, or hardship to employees, employers, and 
the general public; that renegotiation of labor agreements would 
doubtless result in extensive labor-management strife; and that truck- 

ing employees have no need for the protection of the Fair Labor Stand- 
ards Act. Their unions see to that. We therefore respectfully urge 
that your subcommittee recommend continuance of the exemption. 

Senator Purreii. I want to thank you, Mr. Miller. 

Senator Allott, have you any further questions ? 

Senator Atxorr. No, I donot. 

Senator Purretz. Thank you very much for appearing here. 

Your statement of course will be included in the record. Before we 
proceed with the next witness we are indeed happy and proud to know 
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that we have here as guests of our Government representatives of labor 
from Korea. 

We have the chairman of the Railroad Workers Union of Korea and 
also a member of the supreme committee of the Korean Federation of 
Labor Unions which is the large labor organization in Korea and I am 
very happy to welcome Mr. Joo Hong Kim. 

Would you stand up and we also have with us the chairman of the 
Textile Workers Union of Korea, Mr. Chong Sung Lee and with him 
also is the head of the social activities of Korean Federation of Labor 
Unions and he also represents the Free Trade Workers of Korea, Mr. 
In Soo Kim. 

We are happy to have you with us. If we can be of help, any in- 
formation we have in our committees, or I am sure the individual 
Senators composing this committee would be happy to be of any help 
that we can. 

I understand that you are over here to see and to learn about our 
system of government and to study our labor-management relations 
and I can say whatever help we can extend will be extended to you. 

Our next witness will be Mr. Forrest I. Neal, Jr., of the Old Colony 
Laundries of Quincy, Mass. 

I believe you are representing the American Institute of Laun- 
dering ? 

Mr. Neat. Yes, sir. 

Senator Purte.ty. We are happy to have you with us. 


STATEMENT OF FORREST I. NEAL, JR., PRESIDENT, OLD COLONY 
LAUNDRIES, INC., QUINCY, MASS., ACCOMPANIED BY GORDON L. 
RAYNER, PRESIDENT, LAUNDRY OWNERS’ BUREAU OF BOSTON, 
INC., AND HAROLD K. HOWE, MANAGER OF WASHINGTON OFFICE 
OF AMERICAN INSTITUTE OF LAUNDERING 


Mr. Neat. Mr. Chairman, members of the subcommittee, my name 
is Forrest I. Neal, Jr., I am president of the Old Colony Laundries, 
Inc., Quincy, Mass., and also currently president of the Massachusetts 
Laundry Owners Association. 

I have with me this morning Mr, Gordon L, Rayner, president of 
the Laundry Owners’ Bureau of Boston, Inc., and Mr. Harold K. 
Howe, manager of the Washington office of the American Institute of 
Laundering, to assist in answering any of the committee’s questions. 

My company is a member of the American Institute of Laundering 
which has been the national trade association for the power-laundry 
industry since 1883 with members from every State in the Union, 10 
provinces of Canada and over 30 foreign countries. 

It is on behalf of the members of the American Institute of Laun- 
dering from every State in the Union that I appear before you today. 

We are here to ask your committee to reject all proposals which 
would result in increasing labor costs in power laundries by artificial 
and statutory means and specifically to urge you not to change the 
laundry and dry cleaning establishment exemption as presently written 
msection 13 (a) (3) of the Fair Labor Standards Act. 

The present exemption enacted in 1949 has worked well in our in- 
dustry. It has not exempted every plant nor was it intended to exempt 
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those plants which are substantially engaged in interstate commerce 
or those plants which to a large degree serve the obvious instru- 
mentalities of interstate commerce, such as transportation companies 
and manufacturing concerns. 

This exemption has provided no impediment to labor-management 
relations negotiations nor has it affected local trading area group bar- 
gaining procedures which have worked so well for years. 

Moreover the exemption language has in no way obstructed the 
rights of workers to organize. 

t has permitted an industry to exist which provides a needful and 
healthful service to housewives at an acceptable and reasonable cost 
and at the same time provide employment for 227,000 workers many 
of whom are unskilled and older workers not readily employable in 
the skilled jobs of manufacturing plants. 

The institute has prepared a detailed, thoughtful and factual state, 
ment concerning the effects of proposals: before: your committee upon 
the laundry industry but it is quite long. 

Therefore with the committee’s permission I should like to point 
out certain highlights of the attached statement and ask that the 
entire AIL statement be incorporated in the records of this hearing 
for the committee’s thoughtful consideration. ; 

Senator Purrett. Without objection the whole statement will be 
included in the record and you may read as much as you wish. 

s _ Nerau. If I may I will take a few minutes and give a few high- 
ights. 

Senator Purrett. You are at liberty to develop your testimony any 
way you can. We are here to get all the information we can. 


(The document referred to is as follows:) 


STATEMENT oF Mr. Forrest I. NEAL, JR., PRESIDENT, OLD CoLoNyY LAUNDRI&s, INC, 
Quincy, Mass. 


Mr. Chairman, members of the subcommittee, my name is Forrest I. Neal, Jr, 
I am president of the Old Colony Laundries, Inc., Quincy, Mass., and also cur- 
rently president of the Massachusetts Laundryowners Association. I have with 
me this morning Mr. Gordon L. Rayner, president of the Laundryowners’ Bureau 
of Boston, Inc., and Mr. Harold K. Howe, manager of the Washington office of 
the American Institute of Laundering, to assist in answering any of the com 
mittee’s questions. 

My company is a member of the American Institute of Laundering which has 
been the national trade association for the power laundry industry since 188 
with members from every State in the Union, 10 Provinces of Canada, and over 
80 foreign countries. It is on behalf of the members of the American Institute 
of Laundering from every State in the Union that I appear before you today. 

We're here to ask your committee to reject all proposals which would result 
in increasing labor costs in power laundries by artificial and statutory means 
and specifically to urge you not to change the laundry and dry-cleaning establish- 
ment exemption as presently written in section 13 (a) (3) of the Fair Labor 
Standards Act. The present exemption enacted in 1949 has worked well in our 
industry. It has not exempted every plant nor was it intended to exempt those 
plants which are substantially engaged in interstate commerce or those plants 
which to a large degree serve the obvious instrumentalities of interstate col- 
merce, such as transportation companies and manufacturing concerns. This 
exemption has provided no impediment to labor-management-relations negotia 
tions nor has it affected local trading area group bargaining procedures whid 
have worked so well for years. Moreover, the exemption language has in no 
way obstructed the rights of workers to organize. 

It has permitted an industry to exist which provides a needful and healthful 
service to housewives at an acceptable and reasonable cost and at the same time 
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provide employment for 227,000 workers, many of whom are unskilled and older 
workers not.readily employable in the skilled jobs of manufacturing plants. 

The institute has prepared a detailed, thoughtful and factual statement con- 
cerning the effects of proposals before your committee upon the laundry indus- 
try, but it is quite long. Therefore, with the committee’s permission I should 
like to point out certain highlights of the attached statement and ask that the 
entire AIL statement be incorporated in the records of this hearing for the 
eommittee’s thoughtful consideration. 

First and foremost I respectfully call your attention to the nature of the 
laundry business as described on pages 1 and 2 of the AIL statement, partic- 
ularly : 

(1) The local character of our business, 

(2) The extremely narrow area of competition between laundries only 
in their local areas, 

(3) The fact that laundries do not inject goods into the stream of inter- 
state commerce, 

(4) The unusual situation that the laundries’ principal competition is 
their own best customer, the housewife, 

(5) The fact that laundries perform services for their customers which 
those very customers can readily do for themselves, which necessarily acts 
to keep prices for our services at an extremely low level. (We, in fact, have 
automatic price control already built into our industry to a greater extent 
than any other industry.) 

(6) That laundries are truly small businesses, mostly sole proprietor- 
ships, partnerships, or family owned and operated, 

(7) That laundries have an extremely high percentage of labor costs 
with 62 to 66 cents out of every sales dollar going right back into wages and 
salaries in our plants, 

(8) That laundries have an extremely small margin of profit averaging 
not quite 3.73 percent of gross sales before Federal income taxes and that 
small profit percentage is applied to gross sales averaging about $95,000 
per year according to the latest Census figures. 


Next, Mr. Chairman, may I point out certain fundamental economic facts 
which apply to business generally but in a particularly harsh way to the laun- 
dry industry. Those facts, discussed on pages 3 and 4 in the AIL statement, are 
as follows: 

(1) Any increase in the Federal statutory minimum wage, whether by changes 
in the rate or by removing exemptions and expanding coverage, sets a pattern 
for increases in every job classification throughout the ladder of wage differen- 
tials and encourages workers to demand such increases, without considering 
questions of productivity or the economics of the individual plant or local labor 
conditions. 

(2) In the laundry industry labor cost increases cannot be absorbed, either 
out of profits or by further automation, se prices to the housewife must be 
raised, which in turn have historically resulted in reduced volume and loss of 
jobs to workers. 

Mr. Chairman, the laundry industry is undergoing considerable change in its 
character. The large central steam plants are one by one disappearing and no 
new, large plants with large numbers of workers are being constructed. In- 
stead, the laundry industry is converting and constructing many small quick- 
service neighborhood laundries at strategic points in or near shopping centers 
and the suburban housing developments. 

In New England alone I am aware of some substantial laundry plants going 
out of business in the last several years. This trend toward decentralization 
has resulted in the loss of some 30,000 jobs for power laundry workers from 
1948 to 1955 according to the Bureau of the Census’ latest reports. 

Mr. Chairman, I speak from experience when I say New England has suffered 
much from high wage levels forcing businesses to seek lower wage levels in 
the South or elsewhere. Manufacturing companies can do this and still serve 
New England. But laundries can’t move and still serve their customers in New 
England. Too high labor costs just force laundries out of business with the 
workers losing their jobs. 

Mr. Chairman, the laundry industry is a low wage level industry, but not by 
choice of the laundry-plant owner. Mrs. Housewife will pay just so much for 
her laundry bundle each week and if the price gets too high she quits sending 
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the bundle and does it herself. So the laundry industry, if it is to exist at aly, 
must provide its services at a price satisfactory to Mrs. Housewife. Here igs g 
real opportunity for American businessman’s energy and ingenuity to supply a 
necessary service and at the same time provide job opportunities for some 
227,000 men and women who incidentally collect in wages and salaries about 
two-thirds of Mrs. Housewife’s laundry dollars. The jobs in laundries for mep 
pay wages comparable with similar skills in all other local industries. The 
women’s wages are at a lower level, but here the laundry industry does a rea} 
community service by providing job opportunities for the supplemental income 
worker of the family, marginal and part-time workers, and many others. 

But, naturally, local wage levels vary tremendously across a nation as vast 
and complex as ours, so a single national minimum wage is totally unrealistic 
for our industry. Such labor standards should be left to the individual States 
to handle, where necessary. 

Mr. Chairman, I particularly ask the committee’s careful attention to the dis- 
cussion on the wage levels of laundry workers represented by organized labor. 
This appears on page 6 of the AIL statement and in table II, page 7. It is quite 
revealing, I believe, to know that the economics of the laundry industry are 
such that where years of unionization of workers exist, union leaders and 
the workers themselves have approved contracts and have existing contracts 
at minimum-wage rates considerably lower than the present Federal statutory 
$1 per hour. 

This, in itself, should indicate to members of this committee that the economics 
of the laundry industry require for the good of the workers, the housewife, 
and the laundry plants that the present exemption in section 13 (a) (3) for 
the laundry and dry-cleaning industry remain in the Fair Labor Standards Act 
intact precisely as it reads today. 

Mr. Chairman, I thank you and the committee members for your considera- 
tion and attention and for the privilege of appearing before your committee. 


STATEMENT OF THE AMERICAN INSTITUTE OF LAUNDERING 
Section I 


The American Institute of Laundering is the national trade association for the 
power-laundry industry which according to the latest Bureau of the Census 
Selected Services Bulletin S-1-1, just released, covering the 1954 census of 
business, showed 9,612 such establishments with payroll in the United States 
in 1954. The members of the institute represent approximately 85 percent of 
the dollar volume of all power-laundry sales in this country. In appraising 
the Fair Labor Standards Act in its application to laundries, it is vital that the 
committee understand the nature of the power-laundry industry. 


LAUNDRIES DIFFER FROM USUAL CONCEPT OF INDUSTRY IN COMMERCE 


The three basic differences of th laundry industry as compared with the 
general conception of industry in commerce are: 

First, laundries are essentially local in character, and competition between 
members of the laundry industry is confined to local trading areas. 

Second, laundries do not sell goods and do not inject goods into the stream of 
interstate commerce. Laundries sell services. Laundries perform services on 
property which already belongs to their customers. 

Third, laundries perform services which their customers may readily provide 
for themselves. 

These three basic characteristics of the laundry industry have many ramifica- 
tions of which the committee should be aware. 


LAUNDRIES GENERALLY SMALL BUSINESS 


Being local commercial enterprises, competing with each other only in local 
trading areas rather than selling goods nationwide, laundries are smal! business. 
Generally these establishments are either sole proprietorship, partnership, oF 
family-management operations, whether or not incorporated. 

To illustrate this point, we respectfully direct the subcommittee’s attention 
to the following statistics from the Bureau of Census bulletins on the census 
of business for 1954 and 1948 : 
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TABLE I 
| 1954 1948 
seb tiea Sehead tpt Nidal ate at |- ab bhbi eae 
Number of power laundries with paysen i teaat ee ceeacinibe tinal i wicteninntaitea 9, 612 6, 395 
ND. ns ndpamnowes eae Fe eee Le ae $913, 614, 000 $835, 964, 000 
Average receipts. = Soke sestete Pete see oe olckone eee ke eat $95, 049 | $130, 722 
Total payroll - se <tocnciniipiinaegaee Oe ake Sade ---| $498, 817, cot $469, 674, 000 
Number of employees workweek nez arest Noy. 15____-- ce en 227, 164 258, 233 
Average number employees per establishment -___- sl Rae eS ae ----| 24 | 40 


Source: Selected Services Bulletin S-1-1, 1954 Census of Business. Service Trades Bulletin 2-S-8, 1948 
Census of Business. 





We call the committee’s attention to certain conclusions to be drawn from the 
above statistical data: 

(1) Total industry receipts have increased about 9 percent from 1948 to 1954, 
but prices have increased at least 30 percent in the same period, indicating 
a substantial loss in actual volume of laundry work in pounds. 

(2) While receipts were increasing only 9 percent and prices 30 percent, the 
average annual wages of the workers have increased by 53 percent. 


Recapitulation : 


(a) Average size of laundry plants is growing smaller ; 

(b) Average number of employees per plant is substantially reduced ; 
(c) Average annual income of workers has increased 53 percent ; 

(d) Industry gross receipts have increased only 9 percent ; 

(e) Industry volume in pounds has decreased ; 

(f) There are 30,000 fewer laundry workers than 6 years previously. 


LAUNDRIES COMPETE ONLY JLOCALLY 


In the findings and declaration and policy of the Fair Labor Standards Act 
1 of the 5 major purposes is to alleviate “unfair methods of competition in 
commerce.” But laundries rarely compete in commerce; laundries compete only 
locally. 

Laundries in Boston, Mass., do not compete with laundries in Atlanta, Ga. As 
a matter of fact, laundries in the New England city of Boston do not even compete 
with laundries in the New England city of Hartford, Conn. Even more narrowly 
laundries in Detroit, Mich., do not compete wtih laundries in Kalamazoo, Mich. 
Similar comparisons can be pointed out for any State from which the committee 
members are elected or for any State in the Union. 


PRINCIPAL COMPETITION OF LAUNDRY IS ITS OWN CUSTOMERS 


The principal competition of the laundries is the housewife—-the laundries’ 
best customer is their principal competition. Laundry service is one of the very 
few industry services which can readily be provided by the industry’s customers 
to themselves. Again let us emphasize, laundries do not sell goods or food or 
rent rooms or provide professional, banking, or other business or technical 
services; laundries sell services which can be readily provided by their own 
customers. 

In this connection, 3 of the 5 purposes of the original act have to do with “the 
free flow of goods in commerce,” but laundries do not sell goods in commerce as 
explained above. 


LAUNDRIES HAVE HIGH PERCENTAGE OF LABOR COSTS 


This brings us to a significant difference between laundry establishments and 
most other commercial enterprises. The principal item of cost in supplying 
laundry service is wages and salaries. The American Institute of Laundering 
annually conducts cost surveys among its members to determine average operat- 
ing cost percentages in relation to the sales dollar. This is made possible because 
of the adoption by a substantial proportion of the industry of the uniform classi- 
fication accounts recommended by the National Accounting Council for the tex- 
tile maintenance industries. Average operating cost percentages published by 
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the institute for 1955 show that the average percentage of payroll and related 


costs in the laundry industry was: 
Percent of the 
sales dollar 


As a matter of information, from this same report the average operating profit 


was, before Federal income taxes: 
Percent of the 


sales dollar 
alla ee ene heigniinnnbnpdihitaighaduimepnaamanine eine 3. 41 
EE ll pai cein mene atindgt > batentpcinmptnintieeiepem mpenseenemeintyee 3. 73 


EFFECTS OF STATUTORY INCREASES IN WAGES 


Side by side with the above fundamental characteristics of the laundry indus- 
try are a few other facts of life which our industry has learned inexorably follow 
increases in wages by statutory decree, whether by increasing the minimum rate 
or by bringing previously exempt workers under coverage of such minimums: 

First, any increase in the Federal minimum wage rate, whether applicable to 
our industry or not, tends to encourage laundry workers to seek wages increases 
whether unionized or not. 

Second, any increase authorized by Congress sets the pattern of any new wage 
demands, for example, an increase from 75 cents to $1 an hour is 25 cents an 
hour. This means that all workers whether below 75 cents or above, at $1, $1.25, 
or $1.50 an hour have been encouraged to seek an increase of at least 25 cents 
an hour. 

Third, any increase in the rate of the lowest paid worker requires a correspond- 
ing rate increase all the way up the ladder of wage levels in order to preserve 
historic wage differentials and corresponding adjustments in salaried workers’ 
pay. 

Fourth, an increase in the Federal minimum wage in other industries in any 
local labor market tends to raise the market level of wages in that local area 
for all plants even though they may be exempt from Federal law. 

Fifth, if a substantial number of laundry plants in any area are required by 
law to pay the Federal statutory minimum rate, this establishes the pattern 
of minimum rates for all plants in that local trading area for all practical pur- 
poses. This is particularly true where laundry plants in a given local trading 
area are unionized and bargain collectively as a unit. 


LAUNDRY COST INCREASES MUST BE PASSED ON TO CUSTOMERS 


The laundry industry is not one that lends itself to increased automation. 
Consequently, increased labor costs cannot be generally absorbed by the laundry 
industry and must be largely passed on to the customer, the housewife, who 
simply will not continue to send her soiled clothes to commercial laundries when 
prices are increased. It is a historic fact that increases in prices have meant 
reduced poundage volume in the laundry industry. A rule of thumb generally 
used in the industry is that for every 5 cents per hour more in wages, prices must 
be increased by 3 cents. Whenever such cost increases cannot be absorbed by the 
laundry plants, it means that prices to the customer must be raised. If the cus- 
tomers won’t pay the increased prices, volume drops and workers lose their jobs. 
It is precisely this type of situation that Secretary of Labor Mitchell undoubtedly 
had in mind in his letter of May 9, 1955, to Senator Lister Hill when he said: 

“As I emphasized in my testimony before the subcommittee, the act’s objective 
to eliminate conditions detrimental to the maintenance of the ‘minimum standard 
of living necessary for health, efficiency, and well-being of workers’ cannot be 
achieved for low-paid workers in need of minimum-wage protection by the setting 
of a minimum rate so high as to cause substantial curtailment of employment 
among them, and the policy statement in the act so recognizes. To the extent 
that the rate is increased to a level that will substantially curtail employment 
and earning power to workers now protected by the 75-cent minimum wage, 
it becomes even more difficult to give minimum-wage protection to the low-paid 
workers who do not now have it and are most in need of it, particularly in those 
industries where the lack of minimum wage had permitted the earnings of many 
workers to remain below the level of the present minimum rate.” 
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HIGHER LABOR COSTS REDUCE EMPLOYMENT 


Certainly this committee recognizes the essence of minimum-wage legislation 
js that it prevents employers from doing business and creating jobs unless 
they can pay a wage rate set by legislative decree. It prevents workers from 
accepting the jobs unless they can find an employer willing and able to pay that 
rate. It means an increase in disemployment whenever workers in any covered 
activity cannot produce enough income to warrant the payment of the statutory 
minimum rate. This was emphatically pointed out by President Eisenhower in 
his economic report to the Congress on January 28, 1954, when he said: 

“A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up 
the whole scaffolding of wages and of costs of doing business thus leading either 
to inflation of prices and the worker’s own living costs, or to elimination of the 
less efficient employees and workers. Yet the ability of the employer to absorb a 
high minimum wage is limited. Indeed, the low-pay industries of today are 
often those earning modest profits having limited opportunities to increase 
productivity and containing firms easily squeezed out of business by rising costs.” 


TRENDS IN THE POWER-LAUNDRY INDUSTRY 


As the weekly servant of Mrs. Housewife, the laundry naturally follows the 
urban family’s movement to the suburbs and the “neighborhood shopping center” 
or neighborhood business centers. A laundry and dry-cleaning establishment in 
such centers is virtually a must, according to development experts and planners. 
A few years ago we saw a tremendous exploitation of home-type washing ma- 
chine self-service stores, commonly called launderettes. The Bureau of Census 
bulletins referred to above showed 8,523 such self-service laundries in 1948 
and only 3,699 in 1954. Mrs. Housewife didn’t like that kind of service and the 
long hours and low percentage of capacity operation were unattractive to the 
sole proprietors who went into that business. Mrs. Housewife wanted to leave 
her laundry bundle in the morning, have it done by laundry employees, and ready 
for her to pick up in the afternoon. So we had the conversion of launderettes, 
cash and carry pickup and delivery stores to small neighborhood quick service 
laundries or semiactivated neighborhood stores. In the past 10 years no new 
large central laundries have been built while many have gone out of business 
due to high labor costs and other reasons. Instead laundry operators are 
constructing these small neighborhood quick-service plants all through the new 
suburban developments of metropolitan areas. This fact is amply proved by the 
statistics in table I on page 2. There has been an increase of over 50 percent in 
the number of power laundries from 1948 to 1954 while the large central plants 
have been going out of business and no new large plants have been built. Overall 
industry annual receipts are up by over $77 million, but the average per plant 
dropped from $130,722 in 1948 to $95,049 in 1954. 

But of more serious concern is the drop in number of employees in power 
laundries from 258,233 in 1948 down to 227,164 in 1954—a loss in jobs in laundries 
for over 30,000 workers. And the average number of workers per plant has 
dropped from 40 in 1948 down to 24 in 1954. 

In any event, we come to the inescapable conclusion that the larger plants 
are gradually going out of business with the consequent loss of jobs to the 
laundry workers. The new facilities to handle the requirements are a greater 
number of small plants with very few employees and the home washers and 
dryers now a regular installation in most newly built homes. 

New England has had many difficulties to overcome due to the trend of busi- 
ness to seek lower wage-level areas. But in our own case the laundry industry 
is not an industry that can pick up its equipment and move into a lower cost 
State and still supply the needs of the New England territory. It must remain 
in its local trading area and if statutes force an uneconomic situation on the 
industry, they have no alternative but to close up and put their employees out 
of work, The present trend in the power-laundry industry for the closing of our 
larger establishments is serious enough without any effort on the part of the 
Congress to augment this trend. 

While there are many reasons why businesses discontinue or are absorbed, 
quite generally they are economic reasons and increased costs are the greatest 
factor. Conditions vary too greatly throughout the country in an industry such 
as ours to make any sort of national minimum-wage statute economically sound 
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or equitable either to employer or workers. This is a matter that should be 
left to the States to decide. 


WAGE LEVELS IN THE LAUNDRY INDUSTRY 


The laundry industry is admittedly a low-wage-level industry but as such 
it supplies a necessary, healthful service to its community and provides em- 
ployment in the aggregate for some 227,000 workers who otherwise might have 
little opportunity of gainful employment. Many of our workers are women 
whose husbands or grown children also work. They are supplementary in- 
come workers—not the sole or even the major support of the family unit. And 
to the extent that a laundry can operate in a local community on a very small 
margin of profit with low-wage levels, it will be able to provide much needed 
employment to serve Mrs. Housewife with a valuable, healthful and necessary 
service about which she is extremely cost conscious. But the laundry operator 
is not the dictator over his wage policies. They are determined to a large extent 
by the labor-market level in each community. And those levels vary according 
to the section of the country and according to the size of the community. Wide 
variations exist even within the boundaries of a single State and many State 
minimum-wage-board orders set different minimums for different-sized towns and 
cities. 

Surely organized labor has been able to protect its members and get every 
last penny in wages that the current economics of each industry can stand. We 
know that this is true in the laundry industry where union organization has 
been an accomplished fact for years. The head of each union local knows the 
facts of life of the laundry industry in his community. With this in mind we 
direct the committee’s attention to table II below which shows average hourly 
earnings, not the minimum rates, of one job classification of workers in power 
laundries for the period May-June 1955. In the first 10 cities more than 80 
percent of the workers are organized; in the last 3, from 60 to 75 percent are 
organized. But in all those cities the laundry workers have been represented 
by the international unions for years and in all those cities the average hourly 
earnings, not the minimum hourly rates, are well under $1 per hour. We sub- 
mit, Mr. Chairman, that this exhibit only goes to prove the extremely wide 
range of wage levels from community to community and the complete imprac- 
ticality of attempting to bring the laundry industry under the Federal minimum- 
wage law. This is a matter for the States to consider where necessary. 


TasBLeE II.—Average hourly earnings of flatwork finishers in power laundries 
in selected areas May-June 1955 where more than 80 percent of the workers 
are covered by labor-management agreements 

Average 
straight time 
Area: hourly earnings 
Birmingham 
3uffalo 
Chicago 
Detroit 
Kansas City 
Newark-Jersey City 
New York City 
Philadelphia 
Pittsburgh 
St. Louis 

Where 60 to 75 percent of workers are unionized : 
Cleveland 
Indianapolis 
Los Angeles 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Summary Re- 
lease Earnings in Power Laundry and Dry Cleaning Industries—May-July 1955, 

Table II covers a low level job classification and we have many job classi- 
fications where the averages are well over $1. Our male employees’ average 
earnings compare very favorably with those of semiskilled workers in other 
industries. Our current average hourly earnings are in the neighborhood of $1.04 
an hour and the averages for the last 6 years are shown in table ITI. 
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Taste I11.—Hours and gross earnings of production workers or nonsupervisory 
employees in laundries 





1955 | 1954 | 1953 | 1952 1951 | 1950 
| 


SONA WIGOEIT TUES. oo oan a cikcnicin~Snenabén dee 40.3 40.1 42.2 42.6 


43.2 43. 9 
Average hourly earnings.-.-...........-.............-.- $1. 01 $1.00 | $0.98 | $0.94 


$0. 92 | $0. 861 








———————————————— ee eee. 


Source: U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, vol. 3, No. 3, 
September 1956 and Annua! Supplement Issue, vol. 2, No. 12, June 1956, 





From the above it is evident that the average hourly earnings and average 
weekly hours indicate that the laundry industry is progressing along with other 
segments of American industry in the field of labor standards, 


Section II 
LAUNDRY AND CLEANING EXEMPTION IN THE FAIR LABOR STANDARDS ACT 


Since the 1949 amendments to the Fair Labor Standards Act there has been a 
specific exemption in the act applying to employees of laundries and dry-cleaning 
plants, to wit: 

Section 9-Section 13 (a) (3) “any employee employed by an establishment en- 
gaged in laundering, cleaning, or repairing clothing or fabrics, more than 50 per 
centum of which establishment’s annual dollar volume of sales of such services 
is made within the State in which the establishment is located; Provided, That 
75 per centum of such establishment’s annual dollar volume of sales of such serv- 
ices is made to customers who are not engaged in a mining, manufacturing, trans- 
portation, or communications business ;”. 

This exemption has worked extremely well in our industry. It has not ex- 
empted every plant nor was that the intention at the time it was enacted. Those 
plants which are essentially engaged in interstate commerce are not exempt nor 
are those plants exempt which to a large degree serve the obvious instru- 
mentalities of interstate commerce such as transportation companies and large 
manufacturing concerns. 

This exemption has provided no impediment to labor-management-relations 
negotiations nor has it affected our group local trading area bargaining proce- 
dures which have worked so well for years. Moreover, the exemption language 
has in no way obstructed the rights of workers to organize. 

Only in those very few and peculiar situations where State lines run directly 
through a major metropolitan trading area has the exemption been awkward 
for local plant operators. 

In fact, the exemption in section 13 (a) (3) carries out the original intention 
of the Fair Labor Standards Act and in no way thwarts the purposes of the act. 

We consider this to be the least discriminatory language which has been de- 
veloped and still effectuate the policies of the act. 

Some proposals currently before this Congress would change the exemption 
language in section 13 (a) (3) of the act. These proposals we view as highly dis- 
criminatory as they would place some plants in every metropolitan trading area 
under the act and leave other competitive laundries in the same town completely 
exempt. It would bring economic havoc among the laundries in such communities 
so affected and would undoubtedly wreck local trading area group bargaining 
with the unions which has been conducted satisfactorily for years. 

The net effect of such changes in the exemption would be to say : 

All plants doing $10,000 a week of business must pay the Federal Minimum 
Wage ; while 

All plants doing less than $10,000 a week are exempt from such Federal Mini- 
mum Wage 


or 


Any laundry owner who uses truck routes for servicing his customers is exempt 
from the act if his total dollar volume is not over $10,000 a week ; 

While any other laundry owner in the same town who services his customers 
through activated neighborhood stores instead of trucks would come under the 


act if he had more than 4 of such activated stores, regardless of how much dollar 
volume of work he does per week. 
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As an example of the nationwide effect of such proposals we list herewith 41 
cities and towns in 21 States where such discrimination would split the industry 
on the basis of the $500,000 annual dollar volume of sales : 

In Massachusetts : Boston, Dorchester, Salem, and Springfield. 

In Pennsylvania: Philadelphia, Pittsburgh, Allentown, and Reading. 

In New York: New York City, Brooklyn, Kenmore, Buffalo, Syracuse, Roches- 
ter, Long Island City, and West New Brighton. 

In New Jersey : Elizabeth, Jersey City, Little Falls, Newark, and Trenton. 

In Michigan : Detroit, and Grand Rapids. 

In Texas : Houston, and Beaumont. 

In Washington : Seattle, and Tacoma. 

In other States: Hartford, Denver, San Francisco, Cleveland, Milwaukee, 
Memphis, Miami, Chicago, Indianapolis, Kansas City, New Orleans, Providence, 
Baltimore, and Washington, D.C. 

It is difficult enough for small-business men to operate their local plants with- 
out Congress unnecessarily creating catastrophic competitive conditions at the 
local level within the States’ boundaries. 

Therefore, we oppose all such proposals as would change the present language 
in section 18 (a) (3) of the act. 

Furthermore, we respectfully call to the subcommittee’s attention the fact that 
laundries being entirely local in character draw their workers from the same 
labor pool as other local retail and service establishments. Therefore, our indus- 
try is affected whenever any increases in the wages of our labor market develop. 
This is particularly noticeable when the levels are artificially raised by statute 
of any one segment of the local labor pool. Therefore, we oppose any changes 
at this time in any of the present retail and service-establishment exemptions 
in the Fair Labor Standards Act. 

Secretary of Labor Mitchell may well have had laundries in mind when under 
date of May 9, 1955, he wrote to Senator Hill, as follows: 

“It is my belief, however, that the coverage proposals in 8S. 662 and S. 770 to 
extend the act throughout the field of activities ‘affecting’ commerce go too far. 
Approaching, as they do, the outer limits of Federal power, their adoption would 
result in a sudden expansion of coverage into many large new areas of employ- 
ment that are uncertain in their scope and are neither adequately defined in the 
bills nor susceptible of reasonably precise definition. 

“Tt has been stated in testimony before the subcommittee that the concept of 
coverage proposed in S. 662 and S. 770 for the Fair Labor Standards Act is similar 
to that adopted in the Labor-Management Relations Act. However, it is im- 
portant to keep in mind that the resolution of coverage questions under the 
statutory definitions presents entirely different problems under the two acts. 
Under the National Labor Relations Act, as amended by the Labor-Management 
Relations Act, these statutory definitions govern the proceedings authorized by 
the act, which are brought before a board having quasi-judicial authority to make 
individual determinations and an announced policy defining areas over which it 
will not assert jurisdiction. That act, as the Supreme Court pointed out in Na- 
tional Labor Relations Board v. Jones & Laughlin Steel Corp. (301 U.S. 1), estab- 
lishes standards with which the Board must conform, including in unfair-labor- 
practice proceedings the issuance of a complaint, notice, and hearing, the receipt of 
evidence, and the making of findings. The Fair Labor Standards Act is, in 
general, self-executing and provides no such procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obligations 
with respect to the payment of wages and observance of child-labor standards by 
the employers who come within its terms. It does not depend for its operation 
on the findings of a board or administrative official and, although administrative 
interpretations carry weight, the final determination of questions of its applica- 
tion is reserved to the courts. Employers subject to the act must carry out their 
obligations each payday when they pay their employees and are expected to 
understand, without the aid of an administrative determination, which employees 
come within the act’s provisions and which do not. The problem of complying 
with these continuing obligations is thus considerably different from the problems 
faced by an employer on the relatively infrequent occasions when he may become 
involved in representation or unfair-labor-practices proceedings before the Na- 
tional Labor Relations Board or may become concerned with other provisions of 
the Labor-Management Relations Act. In my opinion, there is so much dis- 
similarity between the Fair Labor Standards Act and the Labor-Management 
Relations Act and their respective administrative procedures and problems as to 
make it impracticable and inadvisable to extend coverage on the same basis. 
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“The proposed expansion of the coverage of the act to include all employment 
in activities affecting commerce, subject to certain exemptions, is not a new 
proposal. The Congress in 1938 and again in 1949 gave consideration to pro- 
posals for a similar approach to coverage but did not adopt them. The broad 
janguage of these bills would substitute for more clearly defined lines of cover- 
age a criterion which could in many situations require court determinations of 
the law’s application in areas where the boundaries of constitutional power under 
the commerce clause remain undefined. I cannot agree that so nebulous a guide 
to coverage would meet the standards of adequacy and practicability which are 
desirable in a statute applying, as this one does, to an infinite variety of diverse 
and complicated situations affecting employers and employees in every segment 
of American industry. 

“Also, I strongly urge that the coverage of the act not be extended to include 
employers engaged in activities affecting commerce because I believe it is more 
important that the Congress provide both a reasonable increase in the minimum 
wage and a correlative and reasonably absorbable expansion of coverage to new 
workers, as the President has reeommended and on a gradual basis as the 
President has pointed out.” 

Laundries, indeed, would be tremendously burdened by, in the Secretary’s 
words, “A sudden expansion of coverage into many large new areas of employ- 
ment that are uncertain in their scope and are neither adequately defined in the 
bills nor susceptible of reasonably precise definition.” 

Laundry owners would be especially harassed because, in the Secretary’s words 
again, “Employers subject to the act must carry out their obligations each pay- 
day when they pay their employees and are expected to understand, without the 
aid of an administrative determination, which employees come within the act 
provisions and which do not.” 

And again, this year Secretary Mitchell may have had laundries in mind when 
he testified before the committee on February 25, 1957: 

“For this reason the current proposals to include new and indefinitely elastic 
poundaries in the act’s definitions of interstate commerce do not appear to be 


praeticable.” 

Mr. Neav. First and foremost, I respectfully call your attention to 
the nature of the laundry business as described in the AIL statement, 
particularly : 

(1) The local character of our business; 
(2) The extremely narrow area of competition between Jaun- 
dries only in their local areas. 

Senator Auiérr. What do you mean by that, sir ? 

Mr. Nau. We don’t go off into other cities. A laundry usually is 
within its own town. 

Senator Atiorr. You mean the local nature of the competition? 

Mr. Neat. It is purely local. Boston—I am going into that too— 
— wouldn’t compete with Hartford or Providence or anything 

ike that. 

Senator Autorr . Is that exactly true in the supply of aprons and 
shop coats and that sort of stuff? Is that also on a local basis? 

. Nra. I would say so but I can’t answer for that. That is really 
aseparate business. 

Senator Atxorr. But it is considered part of the laundry business, 
isn’t it ? 

Mr. Near. Notso far as our institute is concerned. 

Senator Purrety. Isthatso? That is interesting. 

Mr. Neau. We are strictly family and some commercial work. We 
do not rent linens. 

Senator Purrert. Do you know whether or not the laundry that 
would also be a member of your organization might also be in that 
business of supplying shop coats and white jackets, et cetera. Do 
they extend their territory very widely ? 
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Mr. Howe. May I answer? 

Senator Purreiu. Yes, give your name. 

Mr. Howe. My name is Harold Howe. I am the Washington man- 
ager of the American Institute of Laundering. There are national 
associations for the linen supply industry, the Linen Supply Associa- 
tion of America and then there is an association of industrial laundries, 
The linen supply people belong generally to the Linen Supply Asso- 
ciation and the industrial launderers for the factory supply require- 
ments belong to that association. 

It is true that i in a small local area any number of standard laundry 
plants might engage in these sister type of operations but they do 
the local requirements in those instances. 

They are not primarily engaged in that type of work so they don’t 
expand into other cities. 

Senator Purrett. Do you wish me to understand that those who 
are in the linen supply business are not likely to be in the usual house- 
hold laundry business ? 

_ Mr. Neat. It would be very rare tliat a linen supply company that 
is 

Senator Purteti. Family laundry I should have said. 

Mr. Neat. In that business would be family laundry. Although 
in a small community it is possible that a family laundry might do 
a small portion of linen supply business in that area. 

Senator Purreiy. But in that instance he would be doing it only 
for local people and not extending his coverage ? 

Mr. Neau. That’s right. In a small town if there had to be linen 
supply to a doctor’s office or a dentist or beautician he might under- 
take to do that, but it would be a local thing as far as our member- 
ship is concerned. 

Senator Purrety. Then the large linen suppliers are usually not in 
the family laundry business? 

Mr. Neat. That is correct. The two do not blend very well in the 
same building or handled by the same type of help. You wouldn’t like 
your shirt done up the same way that a chap that rents it for a ga- 
rage has his done up. 

(Discussion off the record.) 

Mr. Neau. (3)The fact that laundries do not inject goods into the 
stream of interstate commerce. 

(4) The unusual situation that the laundries’ principal competi- 
tion is their own best customer, the housewife. 

(5) The fact that laundries perfrom services for their customers 
which those very customers can readily do for themselves, which nec- 
essarily acts to keep prices for our services at an extremely low level. 
(We, in fact, have automatic price control already built into our in- 
dustry to a greater extent than any other industry.) 

(6) That laundries are truly small businesses, mostly sole proprie- 
torships, partnerships, or family owned and operated. 

(7) That laundries have an extremely high percentage of labor 
costs with 62 to 66 cents out of every sales dollar going right back 
into wages and salaries in our plants. 

(8) That laundries have an extremely small margin of profit aver- 
aging not quite 3.73 percent of gross sales before Federal income taxes, 
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and that small profit percentage is applied to gross sales averaging 
about $95,000 per year according to the latest census figures. 

Senator Purrett. What would the percentage be on the basis of in- 
vested capital or do you know? 

Mr. Neat. I’d—well, I would say, in several instances that J am 
familiar with, it is about the same. 

Senator Purreti. About the same? 

Mr. Neat. That is peculiar habit of yearly sales, approximating 
the invested capital. 

Mr. Howe. | would agree with that, Mr. Neal. 

Senator Purreti. You have accumulated figures at some time on 
this, and it is your opinion they would be about the same ? 

Mr. Howe. Yes: any study we made in the past would indicate 
they would be just about the same. 

Mr. Neat. Next, Mr. Chairman, may I point out certain funda- 
mental economic facts which apply to business generally, but in a 
particularly harsh way to the laundry industry. 

Those facts discussed in the AIL statement are as follows: 

(1) Any increase in the Federal statutory minimum wage, whether 
by changes in the rate or by removing exemptions and expanding 
coverage, sets a particular pattern for increases in every job classi- 
fication throughout the ladder of wage differentials and encourages 
workers to demand such increase, without considering questions of 
productivity or the economics of the individual plant or local labor 
conditions. 

(2) Inthe laundry industry labor cost increases cannot be absorbed 
either out of profits or by further automation, so prices to the house- 
wives must be raised, which in turn have historically resulted in 
reduced volume and loss of jobs to workers. 

Senator Purrery. You feel that productivity should be taken into 
consideration in the determination of wages ? 

Mr. Neat. Definitely. 

Senator Purretyt. May I point out that I was very much interested 
in reading, since that has been brought out in 2 or 3 instances here 
in the testimony of other witnesses previous to yours, what the 
Christian Science Monitor, of Boston, on Wednesday, February 27, 
said under Business Briefs: 


A stab at labor was made in a news conference by Ernest G. Swigert, president 
of the National Association of Manufacturers. He blamed inflation on organized 
labor and said: “Since 1949 we have had round after round of unjustified wage 
increases.” He said labor-management bargaining should be the basis of wages 
without considering profits or increased productivity. “I don’t see any way of 
pegging wages to productivity, and I don’t think it should be done,” he said. 

I just wondered about that, because we have had some people testify 
about pegging wages to productivity. Here is the president of the 
NAM who is quoted as having said he does not think they should be 
tied together. 

Mr, Neat. Mr. Chairman, the laundry industry is undergoing con- 
siderable change in its character. The large central steam plants 
are one by one disappearing and no new, large plants with large num- 
bers of workers are being constructed. Instead the laundry industry 
ls converting and constructing many small quick-service neighbor- 
hood laundries at strategic points in or near shopping centers and the 
suburban housing developments. 
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In New England alone I am aware of some substantial laundry 
plants going out of business in the last several years. This trend to- 
ward decentralization has resulted in the loss of some 30,000 jobs for 
power laundry workers from 1948 to 1955, according to the Bureay 
of the Census latest reports. 

Senator Attorr. That may have 2 or 3 different situations, Is it 
because of the decrease in laundries or is it because that requires fewer 
people to handle the work when the laundries are not centralized but 
decentralized ? 

Mr. Neat. I am certain that the larger percentage—and perhaps 
my assistant here would bear me out if 1 am incorrect—but the larger 
percentage, I would say that perhaps 85 percent of this loss of jobs 
is due to plants going out. 

Senator Atxorr. Of business? 

Mr. Neau. Going out of business; not to automation or improve- 
ments in machinery, which I think is what you are driving at. 

Senator Atxorr. No; I am also driving at the fact of whether or 
not the central plant is more or less efficient than the small neighbor- 
hood plant which you have just referred to here. 

Mr. Nea. Generally speaking, the larger plant is more efficient. 

Senator Atxorr. Would some of the reasons be the widespread use 
of these laundromats now? That has affected your business substan- 
tially, hasn’t it. 

Mr. Neat. Right. 

Mr. Howe. To some extent there has been a surprising decrease in 
the number of what we term self-service laundries. 

Senator Purreii. That is what I should have said. 

Mr. Howe. In the period from 1948 to 1955, they have dropped down 
according to the Bureau of Census from 8,500 down to 3,600. 

The point is that Mrs. Housewife didn’t like the idea of going some- 
place else and then having to do all the work herself, so what she likes 
to do is drop off her bundle in the morning, have somebody do the work 
for her, and pick it up in the afternoon. 

So we have had a conversion of the self-service concept to a quick- 
service concept by employees of these smal] laundries. 

They have had to add different types and additional equipment and 
a few employees so that they can take care of the requirements of Mrs. 
Housewife, who didn’t like the idea of carting the soiled clothes, wash- 
ing them herself, and then hauling them back wet. 

I think the answer to Senator Allott’s question is that there is some 
question but what the smaller plants would not be as efficient, because 
you have to have a certain number of employees to do each individual 
job, and with the smaller plants, they don’t operate all around the 
clock, but the employee is there just the same. 

Senator Atuorr. Yes; the reason I brought that up is because that 
inference has been made from the way the statement is written, andl 
wanted to get that straightened out. 

Could another possible effect be that, during the last few years you 
have mentioned, there has been such a tremendous increase in the oper- 
ating ability of home laundries and driers and that they have been 
greatly lessened in price ? 

Mr. Howe. That is definitely so. 
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Senator Au.orr. I suppose that affects it as well as the housewife 
who doesn’t want to go someplace else. If she is going to do the work, 
she will do it at home in her own laundry ? 

Mr. Howe. That is correct, sir. And through a great extent through 
the FHA and VA mortgage-insurance programs the Federal Govern- 
ment has subsidized that type of operation to the disadvantage of 
standard laundry operation. 

Mr. Nea. That has tended to keep our wage level low, because the 
housewife is fixing our prices. 

I speak from experience when I say New England has suffered much 
from high-wage levels forcing businesses to seek lower wage levels in 
the South or elsewhere. Manufacturing companies can do this and 
still serve New England. But laundries can’t move and still serve their 
customers in New England. Too high labor costs just force laundries 
out of business, with the workers losing their jobs. 

Senator Purte.u. I think it is only fair to say, and I am sure you 
would agree with me if you studied the matter any, it was not just a 
question of high-wage levels that was the inducement. In many cases 
it was the inducements of tax-free properties and other inducements. 
I wouldn’t charge this as being the sole reason for movement where 
there has been movement. 

Mr. Neat. Mr. Chairman, the laundry industry is a low-wage-level 
industry but not by choice of the laundry-plant owner. Mrs. House- 
wife will pay just so much for her laundry bundle each week, and if 
the price gets too high she quits sending the bundle and does it herself. 

So the laundry industry, if it is to exist at all, must provide its serv- 
ices at a price satisfactory to her. Here is a real opportunity for 
American businessman’s energy and ingenuity to supply a necessary 
service and at the same time provide job opportunities for some 227,000 
men and women who, incidentally, collect in wages and salaries about 
two-thirds of Mrs. Housewife’s laundry dollars. 

The jobs in laundries for men pay wages comparable with similar 
skills in all other local industries. The women’s wages are at a lower 
level, but here the laundry industry does a real community service by 
providing job opportunities for the supplemental income worker of 
the family, marginal and part-time workers, and many others. 

But naturally local-wage levels vary tremendously across a nation 
as vast and complex as ours, so a single national minimum wage is 
totally unrealistic for our industry. Such labor standards should be 
left to the individual States to handle, where necessary. 

Mr. Chairman, I particularly ask the committee’s careful attention 
to the discussion on the wage levels of laundry workers represented by 
organized labor. This appears in the AIL statement and in table IT. 
It is quite revealing, I believe, to know that the economics of the 
laundry industry are such that where years of unionization of work- 
ers exist, union leaders and the workers themselves have approved 
contracts and have existing contracts at minimum-wage rates con- 
siderably lower than the present Federal statutory $1 per hour. 

This, in itself, should indicate to members of this committee that 
the economics of the laundry industry require for the good of the 
workers, the housewife, and the laundry plants that the present exemp- 
tion in section 13 (a) (3) for the laundry and dry-cleaning industry 
remain in the Fair Labor Standards Act intact precisely as it reads 


today. 
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Mr. Chairman, I thank you and the committee members for your 
consideration and attention, and for the privilege of appearing be- 
fore your committee. 

Senator Purreit. We thank you for appearing. 

You mentioned here that such labor standards should be left to the 
individual States to handle where necessary. 

A suggestion has been made that, where the minimum wage at the 
State level by State law was equal to the minimum national level in 
this question of additional coverage now, that the administration 
should be left at the State level. 

How do you feel about that in the light of the fact that you said, 
“Such labor standards should be left to the individual States to handle, 
when necessary” ? 

I want to point out the important point there for your consideration 
was where the minimum standard set by the State law would be 
equivalent to the minimum standard set in the Federal law. 

It is not a catch question, but I think you ought to ponder it a bit. 
What I am trying to get at is this: You express the opinion that such 
labor standards should be left to the individual States to handle, 
where necessary, so that you agree that where they can be handled at 
the State level they should. 

I say if we went one step further and said where the State law con- 
formed to what the Federal law was as to minimums anyway, the sug- 
gestion was made that the administration of the law itself be at the 
State level. 

How would you feel about that? Or do you want to think that 
over ? 

Mr. Neat. I made that statement because in Massachusetts at least 
we have satisfactory relations over my time certainly with the State 
minimum wage board. Our wages are regulated by the minimum 
wage board and that board usually trails the national figure but not 
at too long a time. 

Senator Purreri. At your State level you are subject to the mini- 
mum in the State itself. What is that, 75 cents or is it less than 
Massachusetts ? 

Mr. Rayner. 80 cents, sir, at the present time. 

Senator Purretn. You have a minimum wage of 80 cents by State 
law; is that correct ? 

Mr. Rayner. Yes. 

Senator Purreti. Do you have exemptions for the laundry indus- 
try of any kind in the State? 

Mr. Rayner. May I answer that, Mr. Senator. 

Senator Purrety. State your name. 

Mr. Rayner. I am Gordon L. Rayner; I am president of the Laun- 
dryowners Bureau of Boston, Inc. 

In Massachusetts at the present time we have the statutory mini- 
mum of a dollar an hour but we also have a majority of people who 
are engaged in intrastate commerce covered by individual wage orders 
which are the result of the work of wage boards consisting of repre- 
sentatives from the public, from labor, and from management. 

Those wage orders have a floor today in Massachusetts of 80 cents 
an hour. They are currently being revised. The mercantile-occupa- 
tions wage board has just recommended a new amendment of 90 
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cents, after taking into consideration that all of the problems, the 
economic problems, affecting mercantile occupations. The laundry 
wage board is currently being formalized, and it too will bring in new 
recommendations for minimum wages. 

Senator Purreii. You don’t have a minimum law in Massachusetts 
of $1 an hour ¢ 

Mr. Rayner. A statutory minimum, it is $1 per hour. 

Senator Purtreiu. I don’t want to correct you. If you have, it is 
revealing to us because we have no testimony. 

Mr. Rayner. It is $1 per hour, the statutory minimum. 

Senator Purrert. Yes. And then these different industries are 
treated to certain types of exemptions necessarily ? 

Mr. Rayner. Right. 

Senator Purrety. Operating under a board; is that correct ? 

Mr. Rayner. Right. Their minimum rate is established by a board 
that investigates all the pertinent facts affecting the industry and 
establishes a fair minimum rate for that particular industry. 

Senator Purrexy. And in the case of the laundries in Massachusetts 
what has been the established minimum ? 

Mr. Rayner. At the present it is 80 cents but that is now being 
reviewed or will be reviewed. 

Senator Purrety. There are many States that treat certain busi- 
nesses in that way. You speak of the type of labor that you use in 
laundries and I gather some of it, let me see if I can pick it out. You 
said, “Many of them are unskilled and older workers not readily 
employable in the skilled jobs of manufacturing plants.” 

Wouldn’t they be readily employable in the unskilled jobs of 
manufacturing plants? 

Does your industry lend itself pertionintny and peculiarly to people 
who are unable otherwise to work ? 

Mr. Neat. We have adopted them because most of the manufac- 
turers in the area require younger people or middle-aged people, 
people with good eyes or nimble fingers as they advertise. And so 
we adopt an older group of women in our plants. We have also a 
number of, and I am speaking of my own plant and I know it is true 
throughout the industry, a number of deaf people. They would not 
be acceptable in many industries but we are using those to considerable 
advantage. 

Likewise there are some who have lost the use of some member of 
their body and we find that we can adapt them to our program, where 
the average manufacturer or people in other lines of service, those 
people just don’t fit into it. 

Senator Purret.. Have you developed any figures on the number of 
handicapped people you use in the industry ? 

Mr. Hower. We have no figures nationally. We have as you know 
avery large percentage of women employees. 

Senator Purret.. Yes. 

Mr. Howe. Most of those are supplemental income people. They 
are not the sole source of income for the family unit or even for them- 
selves. We have some that are sole and all by themselves but gener- 
ally they are wives or mothers of a family that have grown children 
working and it is an opportunity—in the case of the women—to find 


satisfactory employment to give them the necessary additional funds 
for the family unit. 
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Senator Purrett. What is the average workweek for your women 
employees? 

Mr. Neau. Forty hours. 

Senator Purrety. So they are not part-time employees, they are 
usually employed for the full 40 hours? 

Mr. Howe. That is correct. 

Senator Purtert. Have you any questions, Senator Allott? 

Senator Auxorr. Yes, I would like to inquire first of all, what per- 
centage of your industry do you feel is unionized? Do you have any 
figures on that ? 

Mr. Nea. Perhaps our Washington representative could give you 
a better idea of that. 

Up in Boston about 30 percent. 

Mr. Howse. It varies, Senator. It may vary very materially. The 
May-July figures for 1955 from the Department of Labor earnings in 
power laundries and dry-cleaning industries states that less than 20 
percent in cities like Atlanta, Dallas, Houston, Louisville, Memphis, 
Nashville, Richmond, and Washington, D. C., are unionized; 20 to 30 
percent in Boston, Denver, and Providence; 60 to 75 percent in Cleve- 
land, Indianapolis and Los Angeles. And more than 80 percent in 15 
additional cities which are listed in our statement. In other words, 
it varies tremendously throughout the country. 

Senator Auxorr. And it doesn’t follow any general pattern except 
in the South, where generally it is very low. Do you have those figures 
there # 

Mr. Howe. They are in the statement. I don’t have all of those 
figures. I don’t have the low figures. I gave you in the statement 
the 15 cities in the high percentage. 

Senator Au.orr. r vonder if you would also please expand this ex- 
ample just a little bit more so we can see what it is in the low areas, 

Mr. Howe. I will be delighted to. 

(The supplemental data follow :) 


Unitep STATES DEPARTMENT OF LABOR 
BUREAU OF LABOR STATISTICS 


Summary release ou earnings in power laundry and dry-cleaning industries May- 
July, 1955 (p. 3), showing percentage of laundry and dry-cleaning workers 
covered by labor-management agreements for various cities 


Cities in which more than 80 percent of workers are unionized: 


Birmingham, Ala. Milwaukee, Wis. 

Buffalo, N. Y. Minneapolis-St. Paul, Minn. 
Chicago, Ill. Pittsburgh, Pa. 

Detroit, Mich. Portland, Oreg. 

Kansas City, Mo. St. Louis, Mo. 
Newark-—Jersey City, N. J. San Francisco-Oakland, Calif. 
New York City, N. Y. Seattle, Wash. 

Philadelphia, Pa. 


Cities in which 60 to 75 percent of workers are unionized : 


Cleveland, Ohio Los Angeles, Calif. 
Indianapolis, Ind. 


Cities in which 20 to 30 percent of workers are unionized : 


Boston, Mass. Providence, R. I. 
Denver, Colo. 
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Cities in which less than 20 percent of workers are unionized : 


Atlanta, Ga. Memphis, Tenn. 
Dallas, Tex. Nashville, Tenn. 
Houston, Tex. Richmond, Va. 
Louisville, Ky. Washington, D. C. 


Senator Attorr. I don’t have any more questions, but I want to say 
I had the privilege of speaking to this fine group in Denver last year 
at their annual meeting and I was very much impressed by their in- 
terest in improving their own industry. I believe at that meeting 
there were some 700, perhaps more, people present and this is a group 
that is really vitally interested in their own business. 

It might be well to say here too, Mr. Chairman, that a subcom- 
mittee, of this same committee, under the chairmanship of Senator 
Ives in the 83d Congress and the chairmanship of Senator Douglas last 

ear in the 84th Congress, spent:a considerable amount of time—and I 
had the honor to be a member of that committee—investigating the 
Jaundry workers union which is a part of this industry. At that time 
the disclosures that were made indicated to me that over $2 million had 
been stolen and embezzled, from the laundry workers fund. I am in- 
formed by counsel that according to the papers yesterday, although 
retribution and justice may be slow in coming, Mr. Beyers, the presi- 
dent of LWIU, who has managed to hold on to his job even after all 
the disclosures here, finally admitted oe to a grand jury in New 
York that his name is Joseph something or other who was formally 
indicted for murder and convicted of another felony and served time. 

We made numerous efforts to get this man before our committee. 
The only reason we didn’t finally was that we ran out of time and 
money. We also had another fine upstanding member of this union 
x- by the name of Eugene C. James who appeared before this committee 

and for one day and in one of the most flagrant abuses of the congres- 
sional committee that I have ever heard, refused to answer even such 
simple questions as whether Eugene C. James was really his name. 

At the time I asked that question a great many people thought I was 
being facetious, but if I had asked Mr. Byers that question if he had 
been here, it appears that I might have hit it on the nose and we would 

“3 have found we had an exconvict who changed his name and was head- 

ars ing a very large union in the United States which has been frightfully 
and terribly robbing people who, as these gentlemen admit, belong to 
aunion which is one of the lowest paid unions in the United States. 

Since this is a part of the record, I think it is worthy to note that, 
the laundry workers union has been put on notice by the AFL-CIO 
to either eos up or get out. Perhaps we are beginning to make a 
little progress here. 

Mr. Howe. Mr. Chairman, inasmuch as we are going to submit some 
additional material as requested by Senator Allott, I wonder if we 
might at a little later date before you close your hearings submit some 
statement as to Secretary Mitchell’s specific language? We haven’t 
had an opportunity to study it. 

I read the material just casually but it seems to us that his specific 
language goes far and beyond the impression which he left with us 
m last Monday and we would like the opportunity of submitting 
further comment about that as it would affect our exemption. 
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Senator Purreityt. The record will remain open for some while and 
you are privileged to send anything that you think will enlighten the 
committee as to-your views. 

Mr. Howe. Thank you, sir. 

Senator Atiorr. Wouldn’t it be a good idea to have them appear 
in the same place of the hearing ? 

Senator Purrety. Yes. We will so note that they will appear in 
the same portion of the record as does the testimony this morning 
from this gentleman. 

(The supplemental statement referred to follows :) 


SUPPLEMENTAL STATEMENT OF THE AMERICAN INSTITUTE OF LAUNDERING 


When representatives of the American Institute of Laundering appeared before 
the Senate Committee on Labor and Public Weifare on March 1, 1957, permission 
was sought and granted to file a supplemental statement with reference to the 
proposals of the Secretary of Labor for amending the Fair Labor Standards Act 
which he advanced to the committee on February 25, 1957. 

We requested additional time within which to file this supplemental statement 
because, in our view, the Secretary’s oral testimony before the committee could 
be more accurately evaluated in the light of its textual reflection in the language 
of the Secretary's bill“ The soundness of this approach is made very evident 
by a comparison of the Secretary’s bill with his oral testimony before this 
committee.’ 

In the Secretary’s statement * to the committee he said (pp. 2-3): 

“Under the Fair Labor Standards Act, the line of coverage must be drawn as 
precisely and definitely as it can be so that employers and employees may under- 
stand its application from the facts that they know. Wages have to be paid 
each pay period, and, if the law applies, it must be complied with at this time.” 

The desirability of this principle is unquestionable. But the Secretary’s own 
bill appears to violate—not conform—+to it. 

The present retail service establishment exemptions of the Fair Labor 
Standards Act (including the laundry exemptions) have been on the books for 
nearly 8 years. As a result of administrative interpretation, enforcement, 
and court decisions, they are well understood. They are now readily applied 
by subject businessmen. But the new recommendations of the Secretary would 
once again impose on this frequently unsettled legal area entirely new and 
uncertain conceptions, standards, and principles. They cannot fail to foster 
much new uncertainty and confusion for the small businesses to which they 
apply. And this, of course, is quite contrary to the Secretary’s above-stated 
objective. 

The Secretary’s proposals would deny the existing exemptions from the 
minimum-wage requirements as to all employee “engaged in the activities of 
any enterprise in which an employer employs 100 or more employees.” 

This 100-employee test is deceptively simple and, we emphasize deceptively. 
It should be noted well that it is 100 employees of “an” employer (viz, any 
“employer” as defined in sec. 3 (c) of the act* (including more than one as 
normally understood) ) of “any enterprise.” The term “enterprise” is defined 
by the bill in such broad terms as to include one or more corporations or even 
“other organizational units” performing “directly or indirectly” any activities 





1 As yet it has not been introduced and, hence, has no bill number. As submitted to the 
committee by the Secretary it is captioned “Technical Amendatory Language Suggested 
To Carry Out the Recommendation of the Secretary of Labor, James P. Mitchell, for 
Extending the Coverage of the Fair Labor Standards Act of 1938.” 

2Since the position of the American Institute of Laundering before this committee is 
simply that the existing exemption of basically local (but not all) laundries embodied 
in sec. 13 (a) (3) of the act should not be changed by amendment, we devote our principal 
attention to the Secretary’s proposals for narrowing or eliminating existing laundry e 
emption from the Fair Labor Standards Act. We devote less attention to the broader 
aspect of his testimony and his proposed bill relating to extending the coverage of the 
Fair Labor Standards Act as such. Hence, for example, we do not comment upon the 
provision of the Secretary’s bill which would (a@) require the inclusion of tips in wages 
or (b) eliminate the existing exemption of seamen from the minimum-wage provision of 
the act. neither of which matters was referred to in the Secretary’s testimony. 

3 Department of Labor release, USDL—1894. 

4“# * * any person acting directly or indirectly in the interest of an employer in rela- 
tion to an employee * * *.” [Emphasis added.] 
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relating to providing to others any goods or services or products thereof or a 
combination of them. Hence, the basis for counting the 100 or more employees 
is an “enterprise” as thus defined. But the “enterprise” as thus defined might 
be one or several or a group of corporations; might be one or several or a group 
of “establishments” of one or more corporations; or, in short, might.be several 
entirely distinct business enterprises as the term is normally understood, In- 
deed, a mere interlocking directorate as between two corporations, one manufac- 
turing the machinery and equipment and another providing laundry or other 
services, might well be considered to be the same “enterprise” under this defini- 
tion. Hence, if each corporation had 60 employees, all employees of both cor- 
porations would be denied the exemption although each corporation would in 
common understandng and commonsense be considered a separate enterprise. 

In his testimony before the committee the Secretary said (p. 9): 

“This proposal would not bring within coverage an individually owned and 
controlled establishment merely because it operates under a franchise from, or 
has contractual relations with, an enterprise that is covered.” 

In view of the breadth and scope of the definition of “enterprise” in the 
Secretary’s bill, we find no assurance that this statement is corroborated by the 
Secretary’s bill. Hence, all of those numerous laundry or dry-cleaning com- 
panies utilizing under franchise the Sta-Nu process of dry cleaning might pos- 
sibly be considered one “enterprise” under the Secretary’s bill as now worded. 
Bach such company would be engaged in “related activities” for ‘‘the common 
business purpose” of providing dry-cleaning services to customers under the 
unified control of the franchise under the Sta-Nu patented process. The. fact 
that they performed the services in separate establishments or separate corpo- 
rations located throughout the country would be immaterial. And in such 
event, of course, all the employees of all the companies in all establishments 
utilizing the Sta-Nu process would be subject of the minimum wage. 

But the Secretary says (p. 7): 

“This proposal would not bring any small, local business within the law.” 

The Secretary also states (p. 5): 

“T recommend that the act be amended to bring within the protection of a 
minimum wage employees now ‘excluded who work in business enterprises that 
are substantially engaged in interstate commerce. Their operation depends on 
substantial and continuing engagement in interstate commerce and such enter- 
prises are an integral and essential part of the interstate commerce of the Nation.” 

The Secretary’s bill, however, although containing a definition of the phrase, 
“enterprise doing business in commerce to a substantial extent,” does not use 
at all the phrase thus defined in the provisions of the bill narrowing the retail- 
services exemptions. These latter provisions, as above noted, use only the 
word “enterprise,” which is unmodified by the defined concept of “doing busi- 
ness in commerce to a substantial extent.” And these are the same provisions 
which would extend “the protection of a minimum wage [to] our employees 
now excluded * * *.” Hence, at the very least, the Secretary’s quoted state- 
ment is inaccurate and misleading. 

Among the specific amendments recommended by the Secretary in his testi- 
mony was: 

“(2) Amendments to exclude from certain minimum-wage exemptions con- 
tained in the present act employers of 100 or more workers so as to insure the 
protection of a minimum wage to employees of these large employers who come 
within the interstate commerce coverage of the act either under the present lan- 
guage of the law or under the amendments I am recommending.” 

The Secretary thus is recorded as considering that an employer of 100 or 
more workers is a “large employer.” Yet, as noted, his bill, due to the breadth 
of its definition of “enterprise” (which forms the base for the 100 computation), 
could include a very large number of small businesses, if the Labor Depart- 
ment were to be able to demonstrate virtually any connection between them 
at all. , 

Additionally, of course, the Secretary emphasizes “large employers” when it 
may be taken as a matter of common knowledge that “large” employers (of 
any size at all) are paying a minimum wage of at least one dollar. Yet, his 
proposal for “large employers” is limited only to a removal of the minimum 
wage exemption. But he makes no showing of a need or desirability for so re- 
moving the minimum wage exemption even as to “large employers” as he 
defines them. Under such circumstances, we must either conclude that the 
removal of the minimum wage exemption is without significance or that the 
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representation of the Secretary that it is desirable to remove the exemption only 
as to “large employers” is inaccurate and misleading. 

In his testimony, the Secretary made no reference to the existing exemptions 
applicable to all employees employed in a “local retailing capacity.” Typica) 
employees of our industry now within this exemption are counter clerks, sales 
clerks, etc., who receive from and deliver laundry to customers at laundry 
establishments. 

Under the Secretary’s bill, however, this exemption would be entirely elimi- 
nated. We find it strange indeed that such is the unquestionable effect of the 
Secretary’s bill. This is not only because, as noted, the Secretary did not men- 
tion the fact in his testtmony but also because he specifically assured the Com- 
mittee that a number of other categories of employees listed in the identical 
provision of the present act would under his proposals undergo no change of 
status. He said: 

“Because of the special position of executive, administrative, professional and 
outside sales employees, this proposal does not contemplate any changes in the 
status of these employees under the act.” 

This statement, of course, is literally true but the Secretary neglected to 
mention that the same provision of the statute as now written also exempts 
“local retailing capacity employees” and that, as his Bill reflects he proposed, 
contrariwise, to eliminate their present exemption from the minimum wage pro- 
vision of the act. 


More could be added, but enough has been said, we submit to demonstrate 
how unworkable and unrealistic the revised exemption proposals of the Secre- 
tary would be in their application to the Power Laundry Industry. For the 
reasons above stated as well as the numerous additional reasons set forth in 
our testimony of March 1, 1957, we respectfully urge the Committee to reject 
all proposals— including those of the Secretary of Labor—for any change in 
the existing Section 13 (a) (3) exemption of the act for laundries. 

Are there any other questions? 

Senator Attorr. No further questions. 

Senator Purtretxi. I want also to thank you again for appearing. 

Mr. Neat. Thank you, Senator. 

Senator Purrety. The next witness is Mr. Charles H. Tower of 
the National Association of Radio & Television Broadcasters. 


STATEMENT OF CHARLES H. TOWER, NATIONAL ASSOCIATION OF 
RADIO & TELEVISION BROADCASTERS, ACCOMPANIED BY JAMES 
H. HULBERT, AND HAROLD G. ROSS 


Mr. Tower. Senator, with your permission I will have two people 
who work with me sit with me at the table. 

Senator Purrety. You are privileged to have whomever you wish 
with you. Will you have them announce their names ? 

Mr. Tower. I will identify them for the record. My name for the 
record is Charles H. Tower. I am manager of employer-employee 
relations of the National Association of Radio & Television Broad- 
casters. With me here this morning is Mr. James Hulbert who works 
with the association and Mr. Harold Ross who also works with the 
association. 

Senator Purrety. You may proceed. 

Mr. Tower. Senator, I assume that you and Senator Allott have 
before you a copy of our printed statement here. 

Senator Purreiy. Yes. 

Mr. Tower. Fine. I will not read from this statement. I would 
like however to turn the pages and highlight 1 or 2 things and make 
a few additional remarks in regard to some of the points which we re- 
gard as essential. 
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I hope and trust that you will have time to go through it in more 
detail in that we think this sets our case as adequately and as essen- 
tially as it can be done. 

Our proposal is that small market radio and television stations be 
exempted from the overtime provisions of the Fair Labor Standards 
Act. They are not now exempt from those provisions. Our proposal 
specifically is—in regard to the small serait definition—that those 
radio and television stations located in markets falling outside of 
standard metropolitan areas, as that term is used by the Bureau of the 
Census, be exempted from the overtime but not the minimum-wage 
provisions of the Fair Labor Standards Act. 

It is our belief that this proposal, if it is effectuated in legislation 
will place these small-market broadcasters, these small employers, on 
a comparable basis with those businesses in their economic environ- 
ment with whom they are in contact every day of the week. 

Just in turning through our statement—we make the basic points 
in regard to the coverage of the act. Our analysis of the legislative 
history of this law indicates to us quite clearly that Congress basically 
had in mind in passing the Fair Labor Standards Act in 1938 the pre- 
vention of saath from entering the stream of commerce that were 
produced under substandard conditions. 

We think the legislative intent is clear that Congress did not intend 
to cover local businesses. The specific language of the act in terms of 
coverage applies to employees who are engaged in commerce—and 
that term is used narrowly in this particular act—and those who are 
engaged in the production of goods for commerce. 

t is clear as we note that Congress did not intend to cover local 
businesses. Senator Black’s statement, now Mr. Justice Black, notes 
this fact and there are many other authorities who set forth this 
particular point. 

It has been recognized subsequently by the Supreme Court in many 
cases. Small market broadcasters of the type we are talking about 
here are local businesses. I might say parenthetically that it is some- 
times felt that the broadcasting business in terms of establishments is 
made up primarily of large companies, big concerns. This of course 
is not the case. 

The overwhelming majority of radio stations in the United States 
today are small enterprises, small volume, small number of employees. 
We think that the small market radio station is comparable in every 
essential manner to the type of local business that Congress meant to 
exclude and did in fact exclude from the coverage of the Fair Labor 
Standards Act. It is interesting to us to note that even with many of 
the proposals for extending coverage (and we realize that we are 
swimming upstream as it were) most of the proposals before the House 
seem to be pointing in the direction of extended coverage and thus 
we in coming in and asking for an exemption are people who, at 
least according to the Administrator, are presently covered—and to 
that extent are swimming upstream. 

We think that justice requires this exemption and we think even 
with the proposals for extended coverage and the formulas contained 
In many of those proposals, even if they are pased, equity will still 
require that the small market broadcaster be out from under at least 
the overtime provisions of this act because still the great majority of 
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people with whom he will be doing business, the great majority of 
comparable businesses, will be out from under this particular act. 

It is interesting to us to not that in the overtime provisions of this 
law, from the historical point of view, the purpose was clearly to 
spread the work. 

This was the basis of the overtime provision of the Fair Labor 
Standards Act. 

Whether this particular purpose or intent has meaning in today’s 
economic environment or not is open to question. 

We are certain that it has no relevant place in terms of the ex- 
emption we are here requesting. 

There is no requirement to spread the work in small market broad- 
casting. We can point this out in a number of ways. We mention 
the substantial increase over the past 20 years in the number of radio 
and television stations, being the ones climbing from 317 in 1937 to 
623 in 1947, to 2,049 in 1957, and here we are talking only about small 

market radio and television stations. It is further interesting to us to 
note that the administration proposal for extension of coverage over 
retail and service field recommended extended coverage in regard to 
minimum wage but not in regard to overtime—although this distine- 
tion was not made in last year’s proposals. 

And this is significant to use because apparently the basis for that 
distinction was, in part at least, that the retail and service establish- 

nents that would be covered by the proposed extension of coverage 
would have difficulty, because of the types of businesses that are in- 
volved, in adjusting to the overtime provisions of the act. 

We would say that if those businesses have difficulties, these small 
market broade: asters have much more difficulty and, I think, as I hope 
to show in a few minutes, have had in the past 20 years since this 
act has been in effect had substantial difficulty in accommodating to the 
technicalities of the overtime provisions of the law. 

Small market broadcasters are very small businessmen. In radio, 
the type of station in this classification that we are talking about, is 
an enterprise doing a business of about $75,000 a year, will ‘be operat- 
ing with 8 to 10 “employees. A comparable television station, the 
small market television station is a little bit larger. 

Its total volume may be up to $325,000 a year and its total comple- 
ment of employees about 30. 

However, as you know, I am sure, television is just getting under- 
way. It is barely 10 years old, even though it is now a 1 billion-dollar 
business. Small market television is just on the threshold and we are 
certain that in the years to come, over the next 10-year period there 
will be a substantial increase in the number of small market television 
stations in the United States, not unlike the increase in small market 
radio that has occurred during the last 10 years. 

The business of broadcasting at the station level is what the econo- 
mists call, and what we would term for purposes relevant here, a local 
product market industry. 

This industry competes only within the confines of a particular 
market. These stations do not in any way send goods or services into 
the stream of commerce on a nationwide basis. Granted there is some 
difference in coverage because of power, place on the dial, conductivity 
and so forth, but basically they are local product market industries 
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They are service industries in the sense that they are used by adver- 
tisers as an advertising medium and they are used by advertisers be- 
cause they can bring a message locally to a community by people lis- 
tening to the radio or viewing television. 

Thus they are local product market businesses again comparable to 
the vast majority of businesses that are not now subject to the over- 
time provisions of the Fair Labor Standards Act, basically the retail, 
service field which are local product market industries. 

To establish the local product market character of this business at 
the small market level or at any level we have cited some of the eco- 
nomic. characteristics and we hope if time permits you will carefully 
go over these. sve 

We think they establish the identity of this industry in these terms. 

Senator Atrorr. Mr. Tower, may | interrupt you at that point? 

Mr. Tower. Please do. 

Senator Arxorr. I think this is a very critica] question with respect 
to your request here. I would like, for the sake of the record, to ex- 
pand the thought that where sales for radio or television are solicited, 
that is after all the essential business of television; or, Jet us say, radio 
and television would come into it to some extent. Isn’t that the essen- 
tial business of a radio station, soliciting advertising? 

Mr. Tower. That is correct. 

Senator Annorr. And securing advertising. In return for money 
it advertises and that goes out over the air and in what market is this 
essential business therefore solicited and performed ? 

Mr. Tower. The small market radio station, for example, has 2 or 
3 sources of revenue. What we call local revenue, national revenue, 
placed by national advertisers directly on the station and network 
revenue if that station is affiliated with a network. Most of these 
smal] market radio stations are not affiliated with a network or, if they 
are, the revenue is almost negligible. Thus we are basically in radio 
down to two elements, local and national. For the stations we are 
talking about, about 86 percent of their revenue is local. That is in 
Glenwood Springs, Colo., the radio station there, certainly I would 
guess is 86 percent local revenue and perhaps and probably substan- 
tially more than that. 

Senator Arnorr. That gets to the critical question. What do you 
mean by “local”? I think this is a very particularly ticklish point in 
presenting your request. 

Mr. Tower. We mean by “local” that it is business that is solicited on 
Main Street in Glenwood Springs, Colo., from the automobile dealer, 
from the drugstore, the clothing store, local businesses—retail, basi- 
cally—retail and service establishments in the local community. 

The same type of local business that other local advertising media 
get. I might point out here that certain categories of local newspapers 
are now exempt from both the minimum wage and the overtime pro- 

visions of the Fair Labor Standards Act and have been since the act 
was passed in 1938. These newspapers are directly competitive with 
small-market broadcasting. We think they should be exempt from the 
overtime and minimum wage provisions as they have been. We think 
also small-market broadcasters should be, in equity, accorded the same 
treatment. 


Senator Atiorr. That is under section 13, subsection 8. 
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Mr. Tower. That’s correct. 

Senator Attorr. Let me ask you this question then. For the pur- 
poses of the essential business. carried on, would you say that these 
smal] stations are essentially of the same character as a newspaper, 
for example? 

Mr. Tower. They have the same basic sources of revenue, aside from 
network revenue. There is nothing comparable in the newspaper field 
to a network, but a newspaper has two sources of revenue, basicall 
local and national. To this extent it is similar to broadcasting. | 
would emphasize here that the overwhelming proportion of revenue 
for a small-market radio station is local, and this is increasing. 

In television the percenta 

Senator Atxorr. If you assume the primary purpose of a newspaper 
is to dispense information and perhaps entertainment and that they 
finance that through the sale of advertising—this limits this here to 
daily newspapers of 4,000 circulation—isn’t that essentially the same 
thing as the radio situation of small stations ? 

Mr. Tower. Yes, they use a different formula for cutoff than we 
are proposing here, obviously for practical reasons. We don’t have 
circulation in the same sense, but I think your point is absolutely cor- 
rect that Congress in passing the areepenee exemption had in mind 
just this fact—that these people are local businesses, they should be 
exempt as local businesses, plus the fact that they have unusual operat- 
ing difficulties which make accommodation to the Fair Labor Stand- 
ards Act difficult. We think we have even more difficult situations 
operationally. 

Senator Atitorr. Thank you for going into that. I feel that is one 
of the important points in this matter. 

Mr. Tower. I might. point out that even where a station is affli- 
ated with a network and does get revenue from a network, this does 
not change the basic economic characteristics of this enterprise. 

The advertiser, whether he be local or national and whether he 
Eee business directly through what we call national spot or locally, 

e is interested in that local market in influencing the buying patterns 
in that local market, thus it gets down to a local product business. 

From the broadcaster’s point of view, if he carries a network show 
1 hour a day or 5 hours a day, this is just a question or origination 
of the product, and we think this is so from an economic point of view. 

It is no different in a sense from the retailer in that he also gets his 
product outside the State. 

Senator Attorr. Would it be comparable, again using the analogy 
of newspapers, with the newspapers of 4,000 circulation that carries 
syndicated columnists or syndicated comics or other articles? 

Mr. Towers. For all purposes here relevant this is an analogous 
situation. I might point out that many small-market newspapers do 
use a good deal of material that is not originated locally, because of 
the nature of this, the nature of the business. 

It is not easy to originate a lot of interesting and unusual material 
at many of these local levels. I would like to mention the difficulty 
which small-market radio and television stations have had in comply- 
ing with the overtime provisions of the Fair Labor Standards Act. 

Ve are in an unusual business from an operational point of view. 
Discussing and relating now to full-time stations, the typical station 
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js on the air in radio 16 to 18 hours a day, 7 days a week and with a 
very low volume of sales to maintain this schedule, and a very small 
number of employees to staff the station. 

Ten people, 16 or 18 hours a day, 7 days a week. There are addi- 
tional factors that have made it awkward in broadcasting. 

First because of our small size, the small size of the typical establish- 
ment, integration of work is a necessity. The key problem today in 
broadcasting at the small-market level 1s what we call the announcer- 
sales problem. They want to have a fellow who announces maybe 20 
to 25 or 30 hours a week, and goes out on the street and sells. 

Very often, I would guess, in more than half of the cases this idea 
originates from the announcer himself because he feels he can make 
extra money by going out and selling. 

He feels that his air work will help him do a selling job on Main 
Street in the community where he is known because he is on the air 
and is a personality. 

This is the type of combination job that is found in almost all small- 
market radio and TV stations today. We have worried long over this 
problem in trying to accommodate this type of combination job to the 
technicalities of the overtime provisions of the act. 

We have discussed it at considerable length with the Wage-Hour 
Administrator. We have an interpretative letter which partially 
solves the problem in certain oa of situations. Even at best it is a 
partial solution and it doesn’t handle many of the situations. If this 
interpretive letter cannot be applied, it is almost impossible for this 
tipe of combination job to be handled satisfactorily under the over- 
time provisions of the act. I will not go into the details of this unless 
the Senators are interested in it, but believe me, it is complicated. 

We have explained it to broadcasters or tried to for 3 years and I 
am afraid to say I think they are just as mystified now as they were 
before and they are just as frustrated as they are mystified by this. 

Here are some of the reasons: 

Unusual compensation patterns in our industry, the talent fee prob- 
lem, creative people doing a creative job even at the local level—each 
announcer or news commentator or newscaster thinks himself and he 
is to his community a local Edward R. Murrow or a local Milton 
Berle or whatever you wish. He is an important personage in his 
community and he is in a type of job environment where he does not 
want to be tied down by the clock and he works at a type of job which 
isn’t readily expressed within a fixed predictable-in-advance work 
schedule. We think that is another reason why our people deserve 
and need special consideration insofar as the overtime provisions are 
concerned. 

Also the public service nature of our programing. The need in the 
news field to get out when news is happening without regard to the 
clock and take care of these things as they occur. 

Let me in conclusion here just touch very briefly on the proposal 
that we have in mind and just how it would apply. 

We have considered a number of proposals. It is obvious you might 
use dollar volume as has been used in a number of proposals in other 
areas. We think that market size is the most consistent, the fairest. 
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We think it is legislatively consistent as we point out here on page 
12 because it reflects the original intent of Congress in the coverage 
of the act. 

Perhaps this is most important, we think it is economically equitable 
as among stations because it recognizes the local product nature of this 
business and treats it fairly with other local product markets in the 
United States and also the market size cutoff is equitable as among 
broadcasters in that that puts people within the same competitive 
market in the same both from a wage hour point of view and we think 
this is valuable. In addition the market-size formula recognizes that 
in the local product market industries, market size is the most sig- 
nificant determinant of the level and structure of revenues and costs. 

I might point out that in many States in regard to minimum wage— 
and I think in your State of Colorado, Senator Allott—the minimum- 
wage law at the State level recognizes this market concept for mini- 
mum-wage purposes in that different wages are set in specific industry 
by market size. 

I think in the State of Colorado, there are at least three different 
market-size categories. ‘Therefore this is not a unique proposal here 
in terms of this particular formulation. 

Administratively, we think this will be easy to handle. It is defi- 
ite. The Census Bureau clearly defines who is in or who is out, what 
markets are in or what markets are outside the standard metropolitan 
areas. Thisis definite and known. 

Of course for the small market broadcaster this proposal is opera- 
tionally realistic in that it recognizes his problems; it will solve the 
problems that they have had over the past 20 years in trying to live 
with the act and they have really tried and it has been difficult and 
many have not been able to do so as they find and as we find to our 
sorrow day in and day out. 

What would be the effect of this amendment ? 

We don’t think this would have any significant effect in terms of the 
basic intent of Congress in 1938 in passing the overtime provisions of 
the Fair Labor Standards Act. 

We don’t think this proposal for small-market broadcasters would 
in any significant way, change employment or change compensation 
patterns in the broadcasting industry. If we did we would be wor- 
ried. But we sincerely don’t and we have carefully analyzed the 
situation. 

I shall not go into it here. 

I might say in conclusion that we do have—we have worked with 
language in this area which we think would cover the proposal that 
we plan to make. 

If, Senator Purtell, you think it would be appropriate we would like 
to insert it. 

Senator Purrett. We would be very happy to have it in the record. 

Have you the language you propose using with you ? 

Mr. Tower. Yes; we do. 

Senator Purrex. It will become a part of the record without ob- 
jection. 
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SuGGESTED LANGUAGE FOR BILL TO EXEMPT SMALL-MARKET RADIO AND TELEVISION 
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The following subsection should be added to section 13: 
“(b) The provisions of section 7 shall not apply with respect to any employee 
, employed by a broadcast station which is located in a city, town, or other political 
, subdivision which is not a part of a standard metropolitan area as determined 
. by the latest available United States census of population, prepared by the United 
; States Bureau of the Census.” 
; Mr. Tower. I would like to say if I may we would like this complete 
, statement verbatim inserted in the record. 
Ye . 
' Senator Purre.y. It will be made part of the record. 
. (The document referred to follows :) 
re THE NEED FOR EXEMPTION OF SMALL MARKET RADIO AND TV STATIONS FROM THE 
y OVERTIME PROVISIONS OF THE WAGE-Hour Act—A STATEMENT BY THE NATIONAL 
ASSOCIATION OF RADIO AND TELEVISION BROADCASTERS 
t My name is Charles H. Tower. I am manager of the employer-employee rela- 
e tions department of the National Association of Radio and Television Broad- 
easters. The association represents radio and television stations and networks 
i throughout the United States. Present membership includes 1,354 AM stations, 
rt $28 FM stations, 320 television stations, the 4 national radio networks and the 3 
o national television networks. 
I. STATEMENT OF POSITION 
- The National Association of Radio and Television Broadcasters urges an amend- 
ne ment to the Fair Labor Standards Act which will exempt from the overtime re- 
ve quirements of the act any employees employed by a radio or television station 
1d which is located in a city, town, or other political subdivision which is not part 
ar of a standard metropolitan area as determined by the latest available United 
States census of population prepared by the United States Bureau of the Census. 
We are not requesting exemption from the minimum wage requirement of the 
act. 
he The effect of the proposed amendment will be to give much needed relief to 
of small-market stations from the overtime provisions of the act. The proposal 
is, in our judgment, consistent with the original intent of Congress in determining 
the coverage of the act and is as a matter of equity required if small-market 
ld broadcasters are to be treated consistently with comparable segments of American 
on industry. 
or- II. SUMMARY OF THE ARGUMENT 
the Small-market broadcasters should be exempt from the overtime provisions 
of the act for the following reasons: 
1. In passing the Wage-Hour Act Congress was primarily interested in exclud- 
ith ing from interstate commerce goods produced under substandard conditions. 
I 2. Local businesses not sending goods into the stream of interstate commerce 
hat were intended to be excluded. 
3. Small-market broadcasting is, from an economic point of view, a local prod- 
ike uct market industry similar to those industries which have been excluded from 
the coverage of the minimum wage and overtime provisions of the act and some 
of which, like local advertising media, are directly competitive with broadcasting. 
rd. 4. The operating characteristics of small-market radio and television stations 
** * with their small staff, small revenues, long number of hours on the air, 
integrated work patterns, unusual compensation plans, and creative work * * * 
ob- are such that conformity with the overtime provisions of the act is extremely 


onerous and difficult—much more difficult than in the typical local business not 
how covered. 








1A similar proposal was made on May 18, 1956, before the Senate Subcommittee on 
bor. That proposal also requested the exemption of small-market broadcasters from the 
overtime but not the minimum wage provisions of the act. Hearings before the Subcom- 
mittee on Labor of the Committee on Labor and Public Welfare, U. 8S. Senate, 84th Cong., 
2d sess., on S. 662, etc., pp. 354-386. 
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5. The formula proposed for exemption of small-market stations uses a mar. 
ket-size concept (stations located outside of standard metropolitan areas) be- 
cause it recognizes that in broadcasting, as in all local product market industries, 
market size is the most significant determinant of the level and structure of rey- 
enues and costs and because it will place all stations within a market on the same 
competitive basis insofar as wage-hour regulations are concerned. 

6. The effect of the change, if it is accepted by the Congress, is unlikely to alter 
in any significant way either the levels of employment or the levels of compen- 
sation in small-market broadcasting. 


III, THE COVERAGE OF THE FAIR LABOR STANDARDS ACT 


1. The underlying philosophy of the coverage of the act is to exclude from the 
channels of interstate commerce goods produced under labor conditions regarded 
as substandard. 

This objective was described by Mr. Justice Stone in writing the majority opin- 
ion in United States v. Darby Lumber Co. (312 U. S. 100 (1941) ): 

“Its purpose, as we judicially know from the declaration of policy in Sec, 2 
(a) of the Act, and the reports of Congressional committees proposing the legis- 
lation, is to exclude from interstate commerce goods produced for the commerce 
and to prevent their production for interstate commerce, under conditions detri- 
mental to the maintenance of the minimum standards of living necessary for 
health and general well-being ; and to prevent the use of interstate commerce as 
the means of competition in the distribution of goods so produced, and as the 
means of spreading and perpetuating such substandard labor conditions among 
the workers of the several states.” 

2. To effectuate the general intent the act by its terms applies to each employee 
“who is engaged in commerce or in the production of goods for commerce”. 

The phrase “engaged in commerce” as used in the act is not a generic refer- 
ence, but rather a term of limited application. This fact has been recognized 
by the Administrator in the interpretive bulletin on coverage wherein it is 
stated that employees are “engaged in commerce’ when they are performing 
work involving or related to the movement of persons or things among the several 
States (part 776. Interpretive Bulletin on the General Coverage of the Wage 
and Hour Provisions of the Fair Labor Standards Act of 1938, sec. 776.9, May 
17, 1950). 

The meaning of the term “engaged in the production of goods for commerce” 
is relatively clear. Those working on goods for out-of-State shipment are cov- 
ered; others are not. Thus within a single plant some employees may be cov- 
ered and some may not. 

Left untouched by the act are those engaged in activities which, while not 
directly involving commerce, are such that they affect interstate commerce 
(Kirshbaum v. Walling, 316 U. 8. 517 (1942)). It is well recognized that Con- 
gress has the authority to regulate activities of business enterprises affecting 
commerce. The failure to do so here was deliberate. 

3. In delineating the coverage of the act it is clear that Congress did not intend 
to cover local businesses. 

Ex-Senator Hugo Black, now Mr. Justice Black of the United States Supreme 
Court, and one of the sponsors of the so-called Black-Connery bill (S. 2475) 
which set forth the basic pattern for the Fair Labor Standards Act, stated 
on July 27, 1937 on the floor of the Senate: 

“* * * T believe it was the prevailing sentiment of the committee, if not the 
unanimous sentiment of the committee, that businesses of a purely local type 
which serve a particular local community, and which do not send their products 
into the stream of interstate commerce, can better be regulated by the laws of 
the communities and of the States in which the business units operate.” 

In Walling v. Jacksonville Paper Co. (317 U. 8. 564 (1943) ), the Supreme Court 
noted that “Congress in enacting this statute plainly indicated its purpose to leave 
local business to the protection of the States.” 

Certain specific exemptions are contained in the act. Some of them relate to 
employees who might otherwise be covered because they are engaged in com- 
merce (like the employees of certain small telephone exchanges) or in the produe- 
tion of goods for commerce (like employees engaged in certain types of food- 
processing activities). Other exemptions relate to employees who, generally 
speaking, would not be covered. Nevertheless, these latter exemptions were 
written to take care of certain unusual situations. In this second category of 
exemptions are retail and service establishments and small newspapers. The 
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fact that specific exemptions were written for these two groups—as for some 
others—does not mean— 

(a) that without these exemptions all employees working for retail and 
service establishments or for small newspapers would be covered. (In Walli- 
ing Vv. Jacksonville Paper Co., supra, the Supreme Court noted that “it is 
quite clear that the exemption in section 18 (a) (2) was intended to elimi- 
nate those retailers located near the State lines and making some interstate 
sales”’) ; 


(b) — employees of other local businesses not specifically exempt are 
covered. 

It is sometimes thought that all American business is covered, either by the 
specific inclusions, or by the specific exclusions in the Fair Labor Standards 
Act. Thisisnotthecase. As demonstrated above, local business was not indend- 
ed to be covered. Specific exemptions were written for such businesses only where 
necessary to take care of what might be termed “fringe” situations—primarily 
those situations in which a local business might, by the accident of geography, 
be operating on or adjacent to a State line. 

4. From an economic point of view, small-market broadcasting is similar to 
the local product market industries generally excluded from the coverage of 
the act—a fact which will be documented in detail in the following sections of 
this statement. 

Excluded from the present coverage of the Fair Labor Standards Act are em- 


ployees working in the great majority of establishments in such local product. 
market businesses as— 


(1) retail outlets ; 

(2) hotels; 

(3) restaurants ; 

(4) garages and filling stations ; 

(5) loeal street car and bus companies ; 

(6) laundries and cleaning establishments ; and 
(7) certain categories of small newspapers. 

These are the people with whom the small-market broadcaster does busi- 
ness. They are excluded from the coverage of the act; he is not. 

Most of the proposals for changing the exemptions of the above businesses 
do not seek to include them all, but rather merely the larger ones. Most of 
the formulas for revised exemptions roughly correspond in effect, although not 
in formulation, to the one proposed here for small-market broadcasters. 

5. The exemption of small-market radio and television stations from only the 
overtime provisions of the act will in no way contradict the basic purposes of 
the law. 

The overtime provisions of the act were designed by Congress as a means 
of spreading employment. 


In his message to Congress of May 24, 1937, President Franklin Roosevelt 
said : 


“Reasonable and flexible use of the long-established right of Government to 
set and to change working hours, can, I hope, decrease unemployment in those 
groups in which unemployment today principally exists.” 

Senator Hugo Black described the overtime section of the Black-Connery 
bill on June 7, 1937, in the following language: 


“By shortening hours it [S. 2475] will create new jobs in the unskilled cate- 
gories for millions of our unskilled unemployed.” 


In one of the leading overtime cases, Missel v. Overnight Motor Transport Co. 
(126 F. 2d 98 (1942)), the Fourth Circuit Court of Appeals observed that: 

“One of the impelling forces behind the act is the effort to promote economic 
stability through increased purchasing power. These purposes of the act are 
accomplished because the overtime provisions of the act, requiring employers 
to pay an extra bonus or penalty for such work, distinctly tend to discourage 
overtime. This is on the theory that the overtime rate established by the act 
will be sufficiently expensive to compel employment of new men, and that em- 
ployers rather than pay overtime will spread employment.” 

It is doubtful that many reputable economists today would suggest overtime 
penalty requirements as providing a useful means of achieving the objective 
of increasing purchasing power by spreading employment. It is interesting to 
note that the economic climate since the end of World War II bears little 
resemblance to the climate that faced Congress in 1937-38. Spreading the work 
has not in the more recent period been a critical problem in industry generally. 
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Certainly it is not a critical problem in terms of the employment potential of 
the small-market broadcasters who would be affected by the proposed exemption, 
This is revealed by the fact that during the past 20 years the number of com. 
mercial radio and television stations in small markets has spiraled from 317 ip 
1937, to 623 in 1947, to 2,049 in 1957. 


IV. SMALL-MARKET BROADCASTING AS A LOCAL PRODUCT MARKET INDUSTRY 


1. The number of radio and television stations has increased tremendously 
during the past 10 years until now they are found just about everywhere in the 
United States. 

Since 1947 the number of radio stations has tripled, while during the same pe- 
riod the number of television stations has increased by 75 times. New radio and 
television stations are coming on the air almost every week. 

As of January 1, 1957, there were on the air 3,008 AM stations, 73 independently 
operated F'M stations, and 496 television stations. 

Radio stations are found in 1,400 cities and towns in every State in the Union, 
and television stations in 250 cities and towns. 

2. Among radio and television stations there are large differences in size. 

A big radio station may have a revenue of $1 million a year and a staff of 75 or 
more full-time employees, while its smallest counterpart may operate with no 
more than 6 full-time employees and bring in a gross revenue of $50,000 a year, 

A big television station’s employment runs to a typical maximum of 150 em- 
ployees, with gross revenue at 214 or 3 million dollars a year. The small tele- 
vision outlet will employ 20 full-time employees with a total business of $200,000 
a year. 

3. There are three parties involved in the business of broadcasting. 

The broadcast station is the seller of time. 

The buyer is the advertiser who is attempting to reach people within a given 
market area in the hope that some of them will be induced to buy his goods or 
services. 

The listener or viewer is the third party beneficiary of the broadcast transac- 
tion. He receives the product, that is, time—in the form of entertainment, in- 
formation, and education. 

4. At the station level, especially at the small-market station level, the radio 
and television industry is a local product market industry and has the usual 
economic characteristics of such industries. 

(a) The area of competition is the local market area. 

The area within which stations compete—that is, their product market—is the 
area effectively reached by their signal and effectively used by advertisers. 
Strength of signal depends upon a variety of technical and legal considerations. 
The area of effective use by advertisers is essentially the market area within 
which the station is located. Exceptions may be found but they are rarely, if ever, 
in small markets. 

Some may argue that the carrying of network programs on local stations de 
stroys their status as local product market businesses. This is incorrect. The 
place where a product is made is not relevant in this context. Most products 
handled by retail outlets, for example, are produced outside the local market 
area. Even if the basic contention were correct—that the place of production 
makes a difference—it is significant to note that: 

(1) Two-thirds of all small-market radio broadcasters are “independents” 
(that is, not affiliated with a nationwide network) and these stations origi- 
nate substantially all their own programing services; 

(2) The remaining one-third (that is, network-affiliated radio stations) 
secure, on the average, only 3.5 percent of their total revenue from network 
programs, and in the typical small-market television station, network revenue 
comprises 13 percent of the total. 

(b) There is no significant competition among different markets even for na- 
tional and regional business. 

Competition for revenues among broadcasters in different market areas is 
negligible, but competition among stations and with other media in the same 
market is substantial. This is because national and regional advertisers are 
concerned with nationwide or regional distribution and cannot afford to bypass 
an entire market just because the advertising cost is greater. Even where nation- 
wide or regional distribution is not essential to the advertiser, the cost of trans- 
portation and administrative cost of distribution generally outweigh any differ- 
ential in advertising costs. Consequently, the individual broadcaster can rarely 
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influence national or regional advertisers in their decisions as to which markets 
should be bought. It is only after this market decision has been made that broad- 
casters and other media begin to compete—and then the competition is within 
one market. Incidentally, small-market radio broadcasters derive, on the aver- 
age, only 14 percent of their total revenue from these national and regional ad- 
yertisers. In television the figure rises to 38 percent. 

(c) In addition, the following facts emphasize the local nature of small- 
market broadcasting: 

(1) Eighty-three percent of the small-market radio broadcaster’s reve- 
nue comes from local advertisers. Local advertisers supply the small-mar- 
ket television broadcaster with 50 percent of his total revenue. ‘The differ- 
ence between small and larger markets in terms of the relationship between 
local time sales and total time sales may be seen in table 3 on page 16 of 
the appendix. There is every reason to expect that as the television industry 
expands and matures technologically, it will derive an even greater percent 
of its business from local advertisers—precisely as radio has done. This 
will be especially true for small-market television broadcasters. But, 
whether the source of revenue be local or national, the vital point is that 
the broadcaster would be unable to tap any revenue source without a local 
audience to “consume” locally both his product and the advertisers’ products. 

(2) The size of the establishment is limited by, and varies directly with, 
the size of the market. Size of establishment in broadcasting, whether it 
be measured by number of employees or volume of business, varies with 
market size. Tables 4 and 5 on pages 17 and 18 of the appendix reveal this 
relationship. Washington’s large broadcast properties could not long survive 
in Titusville, Pa. 

(3) The cost structure of the establishment is in large part dictated by 
the size of the market in which it is located. A station in Washington, 
D. C., will be faced with prices, especially the price of labor, substantially in 
excess of the same size station in Titusville, Pa. This is primarily because 
of tighter supplies of labor, higher planes and standards of living, stronger 
unionization and differing value judgments by employers as to what con- 
stitutes a fair wage within the context of differing abilities to pay higher 
wages. 


Vv. THE SMALL-MARKET BROADCASTER AND HIS WAGE-HOUR PROBLEMS 


1. The typical small-market radio station is a very small business and it looks 
something like this: 

Staff size: 10 full-time employees, most of whom handle more than 1 job. 
The typical staff consists of a general manager who also acts as sales manager; 
a& program director, who also announces; a chief engineer, who also performs 
nonexempt technical work; 1 salesman; 3 announcers, 2 of whom are also sales- 
men while the other performs some technical tasks; 1 technician and two cleri- 
cal employees who handle bookkeeping, traffic, some continuity, stenographic 
work and the reception desk. 

Daily hours on the air: 16 to 18. For full-time stations the typical daily 
schedule runs from 6 a. m. to midnight on weekdays with a slightly shorter 
schedule on Saturday and Sunday, or a weekly on-the-air schedule of 120-126 
hours. For daytime stations, the schedule runs from sunrise to sunset, local 
time. 

Revenue: Gross revenue about $75,000 per year, of which 83 percent is derived 
from local advertisers and 17 percent from national advertisers. Gross profit 
before Federal income tax, $7,500. 

2. The typical small-market TV station is, in most respects, bigger than its 
radio brother. This is what it looks like: 

Staff size: About 28 full-time employees, many of whom handle more than 
1 job. The typical staff consists of a general manager; chief engineer super- 
vising 6 technicians; a program director in charge of 1 or 2 producer-directors, 
3 or 4 staff announcers, 1 or 2 of whom are also salesmen, 2 special program 
announcers such as farm director, news director, and sports director, 1 or 2 
continuity writers, 1 or 2 film department employees, possibly an art director, 
and 2 floormen; a sales manager and 2 or 3 salesmen; and administrative em- 
ployees such as a traffic manager, promotion manager, and bookkeeper. 

Daily hours on the air: 12. There is much variation in daily schedules but 
the most typical is 12 hours a day on weekdays and 8 to 10 hours a day over 
the weekends. 
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Revenue: Gross revenue about $325,000 per year, of which 50 percent is derived 
from local advertisers and 50 percent from national advertisers. Average small- 
market TV station in 1955 ran at a loss of about $65,000. 

8. The small-market broadcaster has had lots of problems in trying to adjust 
to the overtime provisions of the Wage-Hour Act. Here are some of the reasons: 

(a) The small number of employees to cover long hours on the air; 

(b) Integrated operation with most people performing 2 or 3 different 
types of work ; 

(c) The talent fee * * * a unique method of compensation ; 

(d) Creative people doing a creative job, a fact which makes it difficult 
to apply the exempt work standards and to set definite work-week schedules; 

(e) Public service character of programing, such as the coverage of news 
events, which necessitates doing some jobs when they have to be done rather 
than at a scheduled time. 

4. Typical of the wage-hour problems of small-market broadcasters are: 

Computing overtime pay for announcers or other employees who sell out-of- 
stretch * * *. The Administrator has recognized the difficulties inherent in this 
problem by issuing a special interpretive letter, but the permitted practice only 
partially solves the broadcasters’ problem, which invloves the overwhelming 
majority of small-market stations. 

Applying the exempt work definitions covering executive, administrative, pro- 
fessional and outside sales employees which, because they are geared to larger 
enterprises in larger markets, are unfair and discriminatory to small-market 
employers and particularly to small-market broadcasters. * * * This difficulty 
will increase if the dollar standards for exempt work are raised. 

Stabilizing compensation for nonexempt employees who, because of the nature 
of their duties, work a variable workweek. 

Calculating overtime pay in the light of unusual compensation practices which 
have grown up in the industry, such as the use of talent fees for performers and 
others, and also in the light of the combination jobs performed. 


VI. PROPOSED FORMULA FOR EXEMPTION FROM THE OVERTIME PROVISIONS OF THE ACT 


The association proposes that the employees of radio and television stations 
located in a city, town, or other political subdivision which is not part of a 
standard metropolitan area be exempt from the overtime provisions of the Fair 
Labor Standards Act. The use of market size as a formula for drawing a cover- 
age line is: 

Legislatively consistent because it reflects the original intent of Congress in 
excluding local business from the coverage of the act. 

Economically equitable (1) because it recognizes that small-market broad- 
casting is a local-product market industry and that in local-product market in- 
dustries market size is the most significant determinant of the level and struc- 
ture of revenues and costs; (2) because it involves the use of a yardstick which 
will place all stations within a market on the same competitive basis insofar as 
wage-hour regulations are concerned. 

Administratively feasible because the proposed definition is specific and lends 
itself to easy application. 

Operationally realistic because it conforms to the practical requirements of 
small-Station operation. 

The formula uses the definitions of, and population estimates for standard 
metropolitan areas found in the latest available United States census of popula- 
tion. The United States Bureau of Census prepares this census but the criteria 
in the definition of a standard metropolitan area were determined by the Federal 
Committee on Standard Metropolitan Areas, composed of representatives of in- 
terested Federal agencies. Basic to the definition of a standard metropolitan 
area is the existence of one or more central cities with a population of 50,000 
or more. 

A market size formula is used by the following States in the administration 
of State minimum wage laws: Colorado, Kentucky, Minnesota, New Jersey, New 
York, South Dakota, Utah, and Wisconsin. 


VII. EFFECT OF THE PROPOSED AMENDMENT 


1. The number of establishments and the number of employees affected by the 
change will be relatively small. 
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Approximately 1,987 radio stations and 156 television stations are presently 
located in markets falling outside of standard metropolitan areas. See appendix, 
table 6, page 19. 

These stations now employ approximately 16,000 employees who have been 
covered but would no longer be subject to the overtime provisions of the act. 

2. It is not expected that the proposed change will result in either signifi- 
cantly reduced compensation or a decline in employment opportunities for em- 
ployees in affected stations. 

Present practice in broadcasting at the small-station level is to pay a salary 
which includes an overtime factor for the average hours which are expected to 
be worked. The amount paid is dictated by the market conditions for the skill 
needed to do the job and not by either the minimum wage requirement or the 
overtime provisions of the act. 

3. The proposed amendment will accord to small-market broadcasters the same 
flexibility of operation which is now accorded to the overwhelming majority of 
business establishments within the small-market broadcaster’s economic environ- 
ment. 

Those producing for intrastate consumption and the retail and service estab- 
lihsments, all of which are not subject to the overtime provisions of the act 
make up the bulk of firms with which the small-market broadcaster does busi- 
ness. 

Weekly, semiweekly, and daily newspapers with circulations of less than 4,000 
within a limited area are now exempt from both the overtime and minimum wage 
provisions of the act. These papers are direct and immediate competition for 
radio and television stations. The proposal will give them equal treatment. 


TaBLE 1.—Average 40-hour’ weekly wages for 5 key nonexempt jobs in radio 
br NER ip enreee e8Dainon, February 1955? 


Market size * (population) Staff Technician 


Bes Continuity Traffic 
announcer 


keeper writer manager 


Over 2.5 million. ......- $102, 01 $114. 04 . 78. 00 76. 78 $76. 09 


1 million to 2.5 million _- 90. 74 102. 59 
500,000 to 999,999. ree Sea aene 91.18 95. 78 
250,000 to 499,999_....___- 84. 45 | 82. 31 
100,000 to 249,999 78. 59 

74 | 


83. 02 75. 47 75. 80 
74. 58 64, 22 62. 54 
69. 52 63. 03 62. 64 
67. 37 56. 07 56. 99 
64. 71 57. 25 60. 32 
59. 86 52. 89 53. 41 
55. 35 50. 90 50. 01 
50. 23 47.29 48. 55 


72. 25 
50,000 to 99,999... 73.99 76.40 
25,000 to 49,999... | 70. 62 | 66. 21 
10,000 to 24,999...._..-_--...-.--| 63. 61. 24 


Less than 10,000 61. 54 | 57. 20 





1 Excluding overtime and announcers’ fees. 

‘Unpublished data from the National Association of Radio and Television Broadcasters. We estimate 
that, as of February 1957, radio wages had increased on the average about 6 percent since February 1955. 

‘ Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Annual Survey of Buying Power (May 1955). 


TaBLe 2.—Average 40-hour’ weekly wages for 7 key nonexempt jobs in television 
broadcasting, September 1955? 





Con- Stage- Film 
Market size * (population) Tech- | Staffan-| tinuity | hand or tech- Traffic Secre- 
nician | nouncer | writer | floorman | nician or | manager 
editor 


E 
4 


I million or more...............| $137.48 | $108.77 
99. 11 
BE. 86 
81. 20 
77. 52 
75. 65 


sessek 
SaSR8R8 


1 Excluding overtime and announcers’ fees. 
*National Association of Radio & Television Broadcasters, Television: Wages, Hours, Employment, 


1955 (March 1956), pp. 4-31. We estimate that, as of February 1957, television wages had increased, on the 
aremee, about 8 percent since September 1955. 


Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Annual! Survey of Buying Power (May 1955). 
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TasLe 3.—Relationship of local time sales to total time sales in radio and tele. 
vision stations located in metropolitan and nonmetropolitan areas, 1955 








_ a oe = eae eee 


Local time sales as an aver. 
age percent of total time 

Stations in— sales in— 
OE 
Radio! | Television? 
1 | 36.9 
2 | 49.6 


I i a a alc ceanihioirnninione sane bheoneddenties 60 
IORI RS es ee Lh nd edadnddentonbbebbocaenoaesen 83. 


1 Federal Communications Commission, Final AM-FM Broadcast Financial Data, 1955 (Dec. 27, 1956, 
release), Table 8. 

2 Adapted from National Association of Radio & Television Broadcasters, TV: Revenues, Expenses, 
Profits, 1956 (covering 1955 calendar year). 


TasLe 4.—Distribution of the employment size of radio and television stations 
by market size* 


Average radio | Average teleyi- 
Market size (population) 2 station em- | sion station 
ployment size? | employment 
| size 3 





Less than 10,000 

10,000 to 24 

A, A oo 2 eC atishbadhiatbtsende bawnnunct 
I eee eed iemineatnaaiearecinian 
100,000 to 249,999_ 

a iesinsicirseve tered teibebdadciaantnas.  sandaseinenttndbendkts tis 
500,000 to 999,999 

1 million to 2.5 million 

Over 2.5 million 


—— 


Wm S OO 


bo et 


“Ibo 


bm bot 
Cr wa CoKwKwnwo 
ed > a 


| 
| 
| 
| 
| 


Nationwide average 16.8 | 56.0 





1 National Association of Radio & Television Broadcasters, Radio: Wages, Hours, Employment, 1955— 
Part III, Summary and Analysis (covering February 1955), p. 14; Television: Wages, Hours, Employment, 
1955 (covering September 1955), pp. 4-31. 

? Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Annual Survey of Buying Power (May 1955). 

3 Full-time employees only. 


TABLE 5.—Distribution of the revenue size of radio and television stations by 
market size* 


Average Average 
racio | television 
Market size (population) ? staton | station 
revenue revenue 
size size 


Less than 10,000 | $74, 804 ons 02 
ee ry de aseedoonneremechecens | 400, 032 } $264, 881 
TN i eel cn endeasuee decane ie Te ike 117, 896 |) . 
50,000 to 99,999 : 161, 657 |f 358, 732 
100,000 to 249,999 | 190, 801 547,427 
250,000 to 499,999 ‘ 221, 148 846, 999 
- 346, 430 1, 802, 330 
I i a ol ee ose in aaietettccebeowkonessin | 477, 691 
Over 2.5 million 565, 972 } 3, 286, 483 


Nationwide average 187, 291 | 





1 National Association of Radio & Television Broadcasters, AM: Revenues, Expenses, Profits, 1956 
(covering 1955 calendar year), pp. 4, 7, 8, 11, 12; TV: Revenues, Expenses, Profits, 1956 (covering 195 
calendar year), pp. 5, 8, 9. 

2 Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Annual Survey of Buying Power (May 1955). 

3 Median figure. 
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Taste 6.—Distribution of radio and television stations by metropolitan and 
nonmetropolitan areas, Jan. 1, 1957+ 


Number of stations in— 










Type of station 
Metropolitan | Nonmetro- 

areas politan 
areas 










nn a ee Se oo anc cndeensapenematiiecnbhcanen 72 | 
OR wt he A ckpth dub attw raves whe einen 16 | 20 
an, SROOGREIy DIMTOTED Pu... 5 Joe ele nn secwniasendosinnswssuebecnas 






I, occlttvongpeassernsenepanabieSeuspésbemsdpnsotadhe Secncdebbiinboedd | 





ar, @oemmmneretal. ........ se Je ighneidaveanasate nec amaher amend 322 | 149 
TV, noncommercial 2 18 | 7 


Total radio and television 





a 







1 National Association of Radio & Television Broadcasters, estimates primarily based on data compiled 
by the Federal Communications Commission of on-the-air stations in continental United States and in the 
Territories of the United States. 

2 Including some stations operating on commercial channels but owned by educational institutions. 


Taste 7.—Average weekly hours worked for 5 key nonexempt jobs in radio 
broadcasting, February 1955 * 





















Market size (population) 2 | Staff Techni- | Book- j|Continuity| Traffic 
| announcer cian keeper | writer manager 
| 
as 
Over 2.5 million.............-- a eh eabi ial 40. 5 39.9 39.6 | 39. 4 | 39.3 
1 million to 2.5 million._..____._- | 39.8 | 40. 2 | 40.1 39.7 | 39.8 
500,000 to 999.999... ___- oie 10.8 | 40.8 | 40.0 | 40.0 | 40.0 
950,000 to 499,999_............-.--__-- 40.5 | 41.0 | 40.1 | 40.0 | 39.9 
100,000 to 249,999_................-- | 40.9 41.5 | 40.3 | 40.3 40. 2 
50,000 to 99,999... easiness Sal 43.3 | 44.9 | 41.7 41.5 | 41.3 
25,000 to 49,999... .-.-----.-.-----.--------| 42, 2 42.1 | 40.8 | 41.0 41.2 
cin wlan tin ow teary em aire an 43.7 43.5 | 41.2 | 41.7 41.6 
Less thsn 10,000... ......-.-- swiwits hance 42.8 44.7 40.7 | 41.6 40.6 
i ! 





1 Unpublished data from the National Association of Radio & Television Broadcasters. 


? Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 1955, in Sales 
Management’s Annual Survey of Buying Power (May 1955). 










Taste 8.—Average weekly hours worked for 7 key nonexempt jobs in television 
broadcasting, September 1955 * 























Conti- | Stage- | Film | 
Market size? (population) | Tech- | Staffan-| nuity hand or | tech- | Traffic | Secre- 
} nician | nouncer writer | floorman | nician or | Manager| tary 
editor 
Hmifiion or more.............|. 40.1] 30.6 | 3041 «2 | 39.9| 39.8] 39.3 
500,000 to 999.9909. __.......____- 40.1 | 40.1 39.9 40.1 40.7 | 40.0 | 39 9 
250,000 to 499,999. _.........___- 40.6 | 40.0 40.4 40.3 | 40.3 40. 2 | 40.0 
100,000 to 249,000. ........_.._-- 41.3 | 41.3 40. 5 42.5 | 40.9 | 40.7 | 40.3 
25,000 to 99,999. _........-.____. 42.6 | 42.3 | 41.0 41.7 42.7 | 41.2 | 40.4 
Less than 25,000..........-.---- 42.9 | 42.9 42.7 43.0 | 42.7 | 41.9 | 41.5 
| | | | 








National Association of Radio & Television Broadcasters, Television: Wages, Hours, Employment, 
1955 (March 1956), pp. 4-31. 


Based on standard metropolitan county areas and on population estimates, as of Jan. 1, 195%, in Saless 
ement’s Annual Survey of Buying Power (May 1955). 













Mr. Tower. We would further like 1 or 2 other small items if we 
may added in the record which further substantiate our case in terms 
of background and statistical data. 

Senator Purretn. How long are these statements ? 
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Mr. Tower. One is a 13-page statement, which we made over a year 
ago at the administrative hearings before the Wage Hour Administra- 
tor on changing the salary standards for exempt work. We made a 
careful study of the problem. This is our statement, with your per. 
mission we would like to submit it, at this time. 


Senator Purrety. Without objection it will become a part of the 
record. 


(The document referred to follows :) 


STATEMENT BY CHARLES H. ToWER FOR NATIONAL ASSOCIATION OF RApIO & 
TELEVISION BROADCASTERS ON SALARY TESTS FOR EXEMPT WoRK 


My name is Charles H. Tower. I am manager of the employer-employee rela- 
tions department of the National Association of Radio & Television Broadcasters, 

The National Association of Radio & Television Broadcasters is the only trade 
association in the radio and television industry. It admits to membership radio 
and television stations and networks in the United States. Present membership 
includes 1,252 radio stations, 4 radio networks, 278 television stations, and 4 
television networks. 

The association takes the position that: 

1. A high and inflexible dollar standard for exempt work is inconsistent with 
congressional intent to exempt from the application of sections 6 and 7 of the Fair 
Labor Standards Act “any employee employed in a bona fide executive, adminis. 
trative, professional, or local retailing capacity or in the capacity of outside 
salesmen * * *,” 

2. If dollar standards are used, inflexible standards which do not take into 
account such salary differentiating factors as market size, establishment size, 
an industry are inequitable and discriminatory unless they are low enough to be 
equitable for the lowest legitimate segment of a covered industry. 

8. Changes in levels for dollar standards must be based on relevant criteria. 

4. Increases in dollar standards would result in discriminatory hardship to 


small market broadcasters who are already harassed by a multiplicity of wage 
hour problems. 


I. A high and inflexible dollar standard for exempt work is inconsistent with 
congressional intent to exempt from the application of sections 6 and 7 of the 
Fair Labor Standards Act “any employee employed in a bona fide executive, 


administrative, professional, or local retailing capacity, or in the capacity of 
outside salesman” 


Section 13 (a) of the Fair Labor Standards Act reads as follows : 

“The provisions of sections 6 and 7 shall not apply with respect to (1) any 
employee employed in a bona fide executive, administrative, professional, or local 
retailing capacity, or in the capacity of outside salesman (as such terms are 
defined and delimited by regulations of the Administrator ).” 


There are two obvious conclusions to be drawn from this language: First, 
Congress intended to exempt from the coverage of sections 6 and 7 of the act 
those employed in the indicated categories. Secondly, the definition of those 
categories was left to the Wage-Hour Administrator. 

We do not challenge the constitutionality of this congressional delegation of 
authority. The issue is whether the use of dollar standards, at least under 
certain circumstances, results in an application of the law which is contrary to 
the intent of Congress. 

The language contained in 13 (a), which provides executive, administrative, 
and professional exemptions, originated in State wage and hour laws which were 
in effect before the enactment of the National Industrial Recovery Act. The first 
minimum wage law in the United States was enacted in Massachusetts in 1912. 
The law provided for industry wage boards composed of workers, employers, and 
the public which were authorized to recommend minimum wages for individual 
industries. This law influenced markedly most subsequent State minimum-wage 
legislation. State experimentation and technical experience with minimum-wage 
legislation formed, in turn, the basis for minimum-wage action by the Federal 
Government. In most cases, the wage-and-hour determinations under these laws 
were set on an industry-by-industry basis, and the wages and hours so set for 
particular industries were not necessarily uniform throughout the State. 

The National Industrial Recovery Act, passed in 1933, did not contain any 
specific language exempting executive, administrative, or professional employees. 
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However, these exemptions appear in a majority of the codes written under the 
NRA. A salary test was also included in some 91 percent of the codes which 
contained these exemptions. It should again be emphasized that the codes were 
written and the salary tests set, not on a nationwide basis, but on an industry- 
py-industry basis. 

In July 1933, President Roosevelt proposed to sign “reemployment agreements” 
with individual employers. A paragraph of this agreement stated that the maxi- 
mum hours fixed in the agreement “shall not apply to employees in establishments 
employing not more than 2 persons’ in towns of less than 2,500 population 
*'* * nor to registered pharmacists or other professional persons employed in 
their profession; nor to employees in a managerial or executive capacity who 
now receive more than $35 per week * * *’? 

On May 24, 1987, Hugo Black introduced a bill (S. 2475) which contained the 
basic framework of the wage-hour law. On the same date President Roosevelt 
sent his message to Congress urging passage of this bill. The Black bill, follow- 
ing the pattern of the State minimum-wage laws and NRA, exempted executive, 
administrative, and professional employees from the provisions of the proposed 
act. The definition of these terms was left to the Administrator, and there was 
apparently very little floor discussion of just how these exemptions were to be 
determined. 

In defining and delimiting the categories of exempt work, the Administrator 
has set forth in regulations, part 541, definitions for each of the five categories. 
Dollar standards are included for three of them—executive, administrative, and 
professional employees. In the case of an executive employee, five other stand- 
ards are set forth. These five relate directly to job content. They are the type 
of material normally included in a job description. The sixth standard—the 
dollar standard—is the only one that does not relate to job content. A similar 
scheme of definition is set forth for both administrative and professional em- 

loyees. 
: Dollar standards for exempt work are used as a matter of administrative con- 
yenience—as a means of simplifying both the inspection and the compliance 
problem. Their use is justified on an assumed relationship between job content 
and salary. On the correctness of this assumption—that is, on the directness of 
the relationship between job content for exempt-type jobs and compensation rests 
the equity of the application. 

There may be some general relationship between salary customarily paid for 
these types of work and job content. On the other hand, there is no direct rela- 
tionship between the two. A salary is paid, not only on the basis of job content, 
but on the basis of such other factors as ability to pay, comparable wages, cost 
of living, institutional forces like unions, and the ethical concepts of employers 
as to what constitutes a fair wage. Salary is clearly not a part of job content. 
A statistical correlation does not change this obvious fact. 

The Administrator's right to use a dollar standard in determining exempt work 
has been questioned by several district courts, but it has been upheld by those 
circuit courts which have passed on the issue. The most pertinent and often 
quoted discussion of the problem is contained in Judge Phillips’ decision in Wal- 
ing v. Yeakley (140 F. 2d 830 (1944)). There, the Administrator’s authority to 
use dollar standards was specifically upheld. However, it is significant to note 
that, even in this case, the court was troubled by the fact that a dollar standard, 
rigidly applied, could result in a nonexempt status for employees who were per- 
forming the type of work which Congress intended to regard as exempt. The 
decision states, in part: 

“Obviously, the most pertinent test for determining whether one is a bona 
fide executive is the duties which he performs. Admittedly, a person might he 
a-bona fide executive in the general acceptation of the phrase, regardless of the 
amount of salary which he receives.. On the other hand, it is generally true that 
those in éxecutive positions assume more responsibility and are generally higher 
paid than those who work under the supervision and direction of others. The 
same is true with respect to those employed in administrative and professional 
capacities. Therefore, in most cases, salary is a pertinent criterion and we can- 


hot say that it is irrational or unreasonable to include it in the definition and 
delimitation.” 


1This was later amended to five persons by Executive order of October 2, 1933. 


aewie Mayers, A Handbook of NRA (2d edition), New York: Federal Codes, 1934, 


89646— 57——_15 
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The last sentence quoted above is of particular interest. Note that Judge 
Phillips said: “* * * in most cases, salary is a pertinent criterion.” Does he not 
mean to imply that, where job content clearly conforms to a reasonable definition 
of exempt work, the salary standard is not pertinent? In our judgment, this 
decision, while upholding the Administrator’s right to use a dollar test, points 
up the inconsistency that may result in doing so. 

The importance of job duties was again recognized in Walling v. General 
Industries Co. (155 F. 2d 711, 714 (1946)). Here, the Sixth Circuit Court said, 
“The most pertinent test for determining whether one is a bona fide executive is 
the duties which he performs.” ( 

In an analagous situation, the Court of Appeals for the District of Columbia 
held that the Federal Communications Commission exceeded its statutory 
authority in denying a hearing to an applicant for a television station because 
that applicant already owned the maximum of stations permitted by the then 
existing Commission rule on multiple-station ownership. Storer Broadcasting 
Co. v. United States (220 F. 2d 204 (1955) ), certiorari granted (94) October 10, 
1955. Section 309 (a) of the Communications Act requires the Commission to 
grant an application for a station license where it finds that the public interest, 
convenience, and necessity will be served by the granting thereof. The Commis- 
sion had promulgated a rule placing a numerical limit on the number of stations 
a single licensee could own and operate. The Storer Broadcasting Co., already 
owning the maximum number permitted by the rule, filed for an additional 
station. Its application was dismissed pursuant to the rule without a hearing. 
The circuit court, in addition to finding that a hearing should have been granted 
as required by the statute, stated as follows: 

“The rule in question here is not a mere announcement that the Commission 
has adopted the policy of considering, in every case in which the owner of 5 
television stations applies for an additional license, whether the grant thereof 
would result in such concentration of control as to be adverse to the public in- 
terest. The rule goes further and says the Commission will ‘in any event’ treat 
the numerical limit as the boundary of public interest, and will deny a hearing to 
the owner of 5 television stations upon his application for an additional station. 
Thus the Commission freezes into a binding rule a limitation upon its considera- 
tion of the public interest in a respect in which the facts and circumstances may 
differ widely from case to case. It has decided in vacuo that there can never 
be an instance in which public interest, convenience, and necessity would be 
served by granting an additional license to one who is already licensed for five 
television stations. The power so to decide has not been committed to the Com- 
mission.” 

Whether or not the Administrator has the authority to use dollar standards in 
defining exempt work there is, in our judgment, clearly a limit on that use. 
Where any significant number of employees must be regarded as nonexempt 
solely because of the dollar standards, a real question arises as to the misuse of 
statutory authority. 

To us this means that, if the current type of inflexible standard is to be used, 
it must be a minimal standard which will not work hardship even for a relatively 
small segment of American industry. If varying standards are used, they ean 
be tailored to fit the wage structures of specific segments of the economy. 

The use of dollar standards is, as we have already pointed out, justified on the 
grounds of efficient administration. Recognizing as we do the complexity of 
enforcing an act such as this, we are not unsympathetic to the quest for simpli- 
fied definitions. Yet the desire for administrative efficiency must not intrude 
upon the overriding requirement of the effectuation of congressional intent. 
That intent is to permit the exemption of those who are employed as executive, 
administrative, and professional employees. Dollar standards which render 
nonexempt any significant number of employees who would otherwise be exempt 
conflict with the intent of Congress, and thereby exceed the delegation of au 
thority under 13 (a) of the act. 


Il. If dollar standards are to be used, single standards which do not take into 
account such salary-differentiating factors as market size, establishment 
size, and industry are inequitable and discriminatory unless they are low 
enough to be equitable for the lowest appropriate segment of a covered 
industry 

If dollar standards are to be used for exempt work, two separate problems are 
involved. The first is the scheme for the standards—that is, shall the standards 
be flexible, thereby taking into account the intraoccupational and interoccupa- 
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tional diversity of exempt jobs in various segments of the economy, or shall they 
be inflexible in accordance with the preesnt scheme?* The second problem which 
will be discussed in the next section of this statement relates to the level of the 
standards once a scheme has been determined. 

According to the Report and Recommendations on Proposed Revisions of 
Regulations, part 541, June 1949,* the salary levels for exempt work are “the 
prevailing minimum salaries for this type of personnel” on a nationwide basis. 
Obviously, this is an inflexible standard. With this formulation, the question 
arises as to whether there is a single prevailing minimum salary that can be 
applied to each of the three categories of exempt work on a nationwide basis. 
In our judgment, the answer is “No” unless the standard be set at a point which 
will be equitable for the lowest appropriate segment of a covered industry. 

A single standard which is based on the prevailing minimum salaries for 
exempt work categories in American industry as a whole is based on the propo- 
sition that there is a substantial degree of uniformity in wages for the same job 
regardless of city size, establishment size, or industry. In our judgment, this 
uniformity does not exist. 

From Adam Smith to 1955 it has been recognized that, for the same job, 
wages (or even the total attractiveness of a job) will vary—and even over the 
long run. We confine this discussion to intraoccupational wage uniformity (or 
better, diversity) because no one will argue, or ever has argued, that if the 
skills, responsibilities, efforts * * * of any two or more jobs are not equal the 
wage on these jobs will still be uniform. This rather obvious fact is perhaps 
the initial, basic explanation for alleged interindustry wage differentials which 
are not based on job-by-job comparisons. The extent of prevailing intraoccupa- 
tional wage diversity will be documented briefly by scattered references to the 
excellent industry and community wage surveys prepared by the Bureau of 
Labor Statistics of the United States Department of Labor during the last 5 
years, the special wage-hour survey contained in the staff report prepared for 
the purposes of this hearing, and various other sources. This data is pre- 
sented for the sake of the record and because we believe that the matter has 
been given inadequate treatment in considering salary tests for exempt work. 

If wages on the same job were ever going to be uniform they would be so 
within one labor market and during a period of full employment. In this situa- 
tion both employees and employers are actively competing and it might be ex- 
pected that one price for one type of labor would result.° But the differentials 
are still enormous as shown below: 

1. An exempt job: Draftsman, senior, in manufacturing in Baitimore, 
April 1955 ° — 

(a) Range of average straight-time weekly earnings: $60 to $130, 
or about 117 percent. 

(b) The average straight-time weekly earnings of 50 percent of all 
draftsmen, senior, were within (i. e., above or below) 23 percent of the 
overall average of $91.50. 

2. Nonexempt job: Billers, machine (women, billing machine) in non- 
manufacturing in Chicago, April 1955 ‘— 

(a) Range of average straight-time weekly earnings: $40 to $85, or 
113 percent. 

(b) The average straight-time weekly earnings of 50 percent of these 
billers were within 19 percent of the overall average of $60. 

For almost 200 years it has been recognized that wages for the same job will 
vary for different labor markets.* A wealth of data exists to show these large 











































*We shall assume throughout the remainder of this statement that, as in the case of 

é present standards, any revisions of the salary tests will continue to set separate, if not 
different, standards for each of the three categories of exempt work. 

*U. S. Department of Labor, Wage and Hour and Public Contracts Divisions, Washing- 
ton: Government Printing Office, 1949, p. 11 

For a fuller explanation of the explanation and causes of intraoccupational wage 
diversity within particular local labor markets see Robert L. Raimon. The Indeterminate 
hess of Wages of Semiskilled Workers, Industrial and Labor Relations Review, vol. 6, 
January 1953, pp. 180-194; Melvin Rothbaum and Harold G. Ross, Intraoccupational 
Wage Diversity, Industrial and Labor Relations Review, vol. 7, April 1954. pp. 367-384; 
rejoinder, Hiring Patterns and Occupational Wage Dispersion, pp. 384-389. 

*U. S. Department of Labor, Bureau of Labor Statistics, Occupational Wage Survey, 
more: Md., April 1955 (bulletin No. 1172-15), Washington: Government Printing 

ce, 1955, p. 6. 

TId., Occupational Wage Survey, Chicago, Ill., April 1955 (bulletin No. 1172-14), Wash- 
ington: Government Printing Office, 1955, p.3 

SAdam Smith, An Inquiry Into the Nature and Causes of the Wealth of Nations, Edwin 
Cannan, editor, New York : The Modern Library, 1937, p. 99. 












208 MINIMUM WAGE PROTECTION 


intercity, intraoccupational wage differences.’ However, these variations should 
be smaller for many exempt jobs since the labor market for these higher levye} 
jobs is frequently not confined to one city. Looking at the only professiona) 
and technical jobs covered by the Bureau of Labor Statistics’ community wage 
surveys, table 1 reveals the most recent intercity differences.” 


TABLE 1.—Weekly salaries’ for 4 professional and technical occupations in 17 
labor-market areas, winter 1954-55 * 





j 


Draftsmen 
Labor market Nurses, 

| industria] 
Leader Senior 





| 
$122. 00 $89. 00 
109. 50 91. 50 | 63. 00 
121. 00 92. 00 69. 50 
123. 00 95. 00 74. 00 
127. 00 101. 00 74. 00 
112. 00 99. 00 77. 00 
103. 50 83.00 | 58. 00 
125. 00 90. 00 66. 50 
124. 50 95. 00 79. 50 
() 91. 00 64. 50 
(3) 88. 00 73. 00 
112. 50 97.00 71.00 
144. 50 115. 50 71. 50 
Philadel 122. 00 100. 00 68. 50 
Portlan () 94. 50 76. 00 
San Francisco-Oakland ale (3) 90. 50 78. 00 
ln aece amt (3) 93. 00 73. 00 














BSSSSSRRSASFSARAS, 
SeSesssssses 


1 Standard salaries paid for standard work schedules of full-time men draftsmen and women nurses. 

2 The areas were surveyed during the following months: 1954: September—Buffalo and Dallas; October— 
Cleveland; November— Minneapolis-St. Paul and Philadelphia; December—Denver and Newark-Jersey 
City; January—San Francisco-Oakland; February—Memphis and St. Louis; March—Atlanta, Los Angeles, 
New York; April—Baltimore, Boston, Chicago, and Portland. 

3 No data or insufficient data to warrant presentation. 


The substantial intercity wage diversity, even for exempt-type jobs, may be 
seen below. But it must be emphasized that all of these cities are large metro 
politan areas. No account has been taken of the bulk of cities in the country 
which are smaller in size. Intercity wage differences need to be measured by 
city size. This is especially significant for the local product market industries 
where the upper limit on the size of the establishment and, regardless of varia- 
tions in establishment size, the upper limit on total revenue is dictated by the 
number of people or buyers in the local area. National product market indus- 
tries (i. e., manufacturing, for the most part) naturally tend to have smaller 
intercity wage differences because (1) employers in such industries must compete 
costwise against others scattered throughout the country, (2) “* * * multi- 
location operations are more common among manufacturing enterprises,” ™ (3) 
union pressures in many manufacturing industries toward nationwide wage uni- 
formity, and (4) because size of establishment is not limited, in the revenue 
sense, by the size of community as it is in local product market industries. But 
even in national product market industries large differentials based on city 
size are frequently apparent.” The Bureau of Labor Statistics surveys relatively 
few local product market industries on a regular basis and covering small as 
well as large cities. Perhaps the best data of this type, arranged by city size, 
are union wage scales published by BLS for the building trades, printing trades, 
local transit, and baking industries, and for motortruck drivers and _ helpers. 


®E. g., Louis M. Solomon, Intercity Variations in Wage Levels, Monthly Labor Review, 
vol. 59, August 1944, pp. 237-250; L. M. David and Harry Ober, Intercity Wage Dif 
ferences, 1945-46, Monthly Labor Review, vol. 66, June 1948, pp. 559-604; U. S. Depart- 
ment of Labor, Bureau of Labor Statistics, Wages and Related Benefits (bulletins Nos. 
1113, 1116, 1157—1, 2, 3; 1171—-1-17). 

2 Adapted from Wages and Related Benefits in 17 Labor Markets, 1945—55, Menthly 
Labor Review, vol. 78, October 1955, p. 1121. 

1 Toivo P. Kanninen, Wage Differences Among Labor Markets, 1953-54, Monthly Labor 
Review : vol. 77, October 1954, p. 1095. 

12. g., U. S. Department of Labor, BLS, Wage Structure series: Footwear (report No. 
46), May 1953. pp. 25-27; Petroleum Production and Refining (series 2, No. 83), October- 
November 1951, . 31-82; Hosier (report No. 34). November 1952, pp. 3—14; Work 
Clothing (report No. 51), July 1953, p. 14; Household Furniture (report No. 76), 1954, 
pp. 3-12; Structural Clay Products (report No. 77), May 1954, p. 12; Men’s and Boys 
Dress Shirts and Night Wear (Rept. No. 74), May 1954, pp. 4, 13: 14; Leather Tanning 
and Finishing (Rept. No. 80), May 1954, p. 15. 
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City size differences in the building and printing trades are shown in table 2. 
That wages vary directly with city size in the local product market industries 
may also be observed in BLS studies of power laundries, hotels, auto-repair shops, 
and department, clothing, and women’s ready-to-wear stores. And that wages 
yary with city size regardless of the local or national nature of the product 
market may be seen from various intercity income studies (on a job-by-job basis, 
and on a per capita basis) .” 

If cities below 40,000 were covered, there would appear to be no reason to 
assume that wage levels would not continue to vary directly with city size in 
the 2 local product market industries shown in table 2. There are some indica- 
tions of a poorer relationship between wage levels and city size in those parts 
of local product market industries which are national, regional, or at least not 
completely local in nature.” 


TaBLE 2.—Average union hourly wage rates in the building trades by city size 
groups, July 1, 1951* 


—__—_—_—_ -——__--—-- ——- — 





Journeymen, | Newspapers, 
building | part of print- 





Market size 








trades | ing trades 
IRS in 5, J bikinis cebhbbe bhbideceidaldbavesusncsdesbedcseusiad $2. 747 $2. 642 
500,000 to 1 million._.........-.....- sacl ai lil aa 2. 593 2. 537 
TT 5 ns occa a at ¢ eae een aanamaansvaerearmemanen de eemeeaneam maien 2. 497 2. 513 
100,000 to 250,000_......___- stibiicdeavatuswvateeteluliawee wes ICE 2. 393 2. 333 
II 5. ss 5s kai inhas <Bbaced bee niabmadebisd ha cab Lwahtidhodeaaidiiae 2. 249 2. 206 


1 Adapted from U. S. Department of Labor, BLS, Union Wages and Hours: Building Trades, July 1, 
1951 (bulletin No. 1051), pp. 12-13; Union Wages and Hours: Printing Industry, July 1, 1950 (bulletin No. 
1018), p. 9. Only time limitations precluded the use of more recent bulletins in these industries. 





For exempt jobs, data collected by city size are hard to find. Although not 
usually thought of as a local product market industry, municipal government is 
a field where wages for both nonexempt and exempt types of work generally vary 
with city size.” The special wage-hour survey contained in the wage-hour report 
prepared for the purposes of this hearing contains some data by city size, but 
this material is subject to two major limitations—the data is not collected by 
jobs, the data does not include those employees now considered nonexempt 
solely because they are earning a salary below the current salary tests set by 
wage-hour. But even with these significant limitations, table 3 shows that some 
of the wage-hour data reveals large salary differences between cities of different 
sizes. 


TaBLE 3.—Cumulative percent distribution of establishments employing ewecu- 


tives by lowest executive weekly salary in the establishment, first 8 months, 
1955 * 





Under 2,500 





2,500 to 
10,000 


10,000 to 100,000 
100,000 or more 





gb lish) 3 uit 6 oi ts su 


Persent of establishments— 


RE ee tea. at 10 8 | 5 | 2 

IG. c1 Rita. Js. csencccece ses ch abe 18 15 | 11 | 6 

RT eo sia dunide anne Doedaetiass 39 35 | 30 | 19 

SS RR Ss A cia Es 49 44 | 40 28 
Number of establishments employing ex- , | } 

Na i eis Sb wa eivenbbnsa mais wmciiineceleee 1, 738 2, 154 | 4,191 | 7, 488 


| } 





semented from special wage-hour survey contained in U. S. Department of Labor, Wage and Hour and 
Public ontracts Divisions, Earnings Data Pertinent to a Review of the Salary Tests for Executive, Ad- 
ministrative, and Professional Employees, as defined in regulations, pt. 541, Washington: GPO, No- 
Vemmber 1955, p. 32. 


BE. g., Maurice Leven, The Income Structure of the United States, Washington: The 
Brookings Institution, 1938, pp. 36-46; Herbert Klarman, A Statistical Study of Income 
Differences Among Communities, Studies in Income and Wealth: vol. 6 (N. B. EB. R., 
Conference on Research in Income and Wealth), 1943, pp. 206—226. 

% Compare wages in book and job printing with those in newspapers (cf., supra, table 2, 
notea, * * * Printing * * * PB; 9) and the cracker and cookie part of the baking industry 
with the pie and pastry part (U. S. Department of Labor, BLS, Union Wages and Hours: 
The Baking Industry, July 1, 1951 (bulletin No. 1053), p. 7). 

%*See the annual publication of the International City Managers’ Association, the 
Municipal Yearbook and, for public-school teachers, periodic surveys by the National 
Education Association. 
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It should be noted that one of the factors underlying the correlation between 
wages and city size is establishment size. It is not uncommon for wages and 
establishment size to correlate in both national” and local” product market 
industries. Thus, when the upper limit of the size of an establishment is limite 
by the size of the community able to support a particular establishment, as jt 
is in lecal product market industries, the relation between city size and wages 
is strongly reinforced. This is perhaps most clearly revealed by retail chains, 
Here, to the extent of our knowledge, city size (and therefore establishment 
size) is universally used as the key determinant in the setting of wages and 
salaries for nonexempt and exempt employees.” Consequently, retail chains 
can be viewed as one. 

The comment above, although barely scratching the surface, has emphasized 
that— 
(1) even the narrowest wage comparison (intracity during full employ- 
ment) reveals large wage diversity for both exempt and nonexempt jobs; 
(2) wages and salaries tend to vary directly with city size, especially in 
the local product market industries. 

With this diversity, what meaning can there be to the concept of a single 
prevailing minimum? It is obvious that there are many prevailing minimums, 
The effect of adhering to this fiction is to deprive many employers in some 
industries in small cities and in small establishments of an equitable applica- 
tion of the terms of the act and to contravene the intent of Congress by labeling 
as nonexempt, solely because of a failure to meet a dollar test, a significant 
number of employees who should, by job duties, be exempt. There is no reason 
to believe that Congress was any less solicitous of the operating problems and 
needs of small businesses—particularly those in the smaller markets—than of 
those of the large corporations in the big metropolitan centers. Indeed, the 
necessity for operational flexibility in the employment of key personnel is prob- 
ably greater for the employer of 20 than for the employer of 2,000. Yet a so- 
called single prevailing minimum places an unwarranted burden on those least 
able to carry it. 

A recognition of this fact leads to a choice between two alternatives. One is 
a dollar standard which is low enough to be equitable for the lowest legitimate 
segment of any covered industry; the other is multiple standards which recog- 
nize the diversity of wage structures. Neither of these alternatives simplifies 
the administrative problem. The first would reduce the effectiveness of dollar 
standards as an investigatory tool. The second would require numerous indi- 
vidual determinations undoubtedly based on industry hearings.” TBither choice 
adds to the administrative burden. On the other hand, administrative efficiency 
cannot be raised to a principle of statutory construction. The intent of Con- 
gress for an equitable application of the act to all segments of the economy can- 
not be submerged by the dictates of administrative convenience. 


III. Changes in levels for dollar standards must be based on relevant criteria 


After it has been determined whether to use fiexible or inflexible salary tests, 
the problem arises as to the specific level at which the tests should be set. Any 
formula that is used must take into account the conflicting considerations of 
administrative efficiency and congressional intent. The first consideration ar- 
cues for a high standard—in theory, sufficiently high so that salary alone would 
be a sure guidepost in the identification of exempt employees. Congressional 
intent argues for a standard low enough to accommodate the lowest paid, other- 
wise exempt job. Adherence to the consideration of efficient administration 
alone would result in labeling as nonexempt many exempt jobs; while adherence 


1%. g., T. N. E. C., Hourly Earnings of Employees in Large and Small Enterprises 
(Monograph No. 14). cirea 1939. Cf. supra, p. 11, note 8: Petroleum, pp. 29-30; Work 
Clothing, pp. 312-313; Household Furniture, p .3812: Structural Clay Products, pp. 3, 11; 
Men’s and Boys’ Dress Shirts and Night Wear, pp. 411-412; Leather Tanning and Finish- 
ing. p. 14. Cotton Textiles (report No. 82), November 1954, pp. 26—27. 

7B. g., U. S. Department of Labor, BLS, Department and Clothing Stores, 1945 (wage 
structure series 2, No. 26), p. 8, reaffirmed in Department and Women’s Ready-to-Wear 
Stores, 1948 (wage-structure series 2, No. 68), p. 5. 

18K. g., Stanley L. Balmer and Joel Dean, Gearing Salaries of Nationwide Chains to 
the Geographical Structure of Wages, Journal of Business, vol. 20, April 1947, pp. 96—115. 
Note that regions are specifically eliminated as a necessary element in the setting of wages 
by retail chains. City size is the only factor considered. 

1®9Industry wage determinations are made under most State minimum-wage laws and 4 
substantial number of them used market-size breakdowns within certain industries as 
well. Locality wage determinations are made under the provisions of the Davis-Bacon 
Act and other Federal statutes. 
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to a literal interpretation of congressional intent would call for a dollar standard 
so low that it would be of no practical value to either the Wage-Hour Division, 
or to employers. A compromise is obviously in order. , 

Stated descriptively, a compromise calls for a dollar standard which offers 
some degree of administrative utility but which, at the same time, minimizes a 
distortion of congressional intent. A prevailing minimum, or typi val minmum 
concept—assuming that these terms can be given some reasonable precise defini- 
tion—may be useful if the area for the determination of such minimums makes 
sense in terms of existing salary structures. For example, in local product 
market industries the area of determination could reasonably be based (1) ona 
particular industry, (2) on city size, and/or (3) on establishment size. A pre- 
yailing minimum for a particular exempt category is, as we have pointed out, 
inequitable if applied on a nationwide basis unless it is set at a very low level 

Perhaps “the” question is: How many otherwise exempt jobs shall be declared 
nonexempt for the sake of administrative efficiency? At some point this question 
has to be answered. Perhaps more important than the precise answer is the 
method by which it is reached. In our judgment, the answer has to be based on 
a careful analysis of salary data for exempt jobs viewed according to existing 
compensation patterns. Eventually a determination has to be made as to just 
what percentage of establishments or employees will be sacrificed for the sake 
of administration. 

The general formulation applies whether inflexible or flexible standards are 
used. With inflexible standards, the percentage factor cannot be applied on a 
nationwide basis without creating substantial inequities in the application of the 
law, or without vitiating almost completely the identification purpose of salary 
tests. This is because the percentage factor must be applied to the lowest paying 
segment of any covered industry or else congressional intent will be thwarted 
and economic discrimination against some industries will surely result. With 
flexible standards, the percentage is applied separately to each appropriate seg- 
ment of a covered industry. For example, after holding a special hearing for 
the broadcasting industry it might conceivably be determined that city size is 
the only basic salary-differentiating factor in this industry. If this were the 
case, the appropriate city size groupings would be defined and the percentage 
factor would then be applied by some reasonable method to be determined at 
the broadcasting industry hearing. 

In determining the specific level of the salary tests many factors have been 
suggested as appropriate criteria. We have already considered immediately 
above the one criterion which we submit is, by far, the most significant ; namely, 
the application of a percentage factor to current salary data for exempt jobs in 
particular segments of particular covered industries. Several criteria suggested 
by others are discussed briefly below. 

1. Cost of living.—It can be argued that “cost of living’ changes are as good a 
yardstick as any other if a careful reexamination of the dollar-standards prob- 
lem is not to be undertaken. From 1949 to October 1955, the Consumer Price 
Index increased 12.9 percent. Thus, the real wage equivalents of the current 
standards will be maintained by applying this increment in the cost of living 
to the current standards. Even this increase would not be equitable for certain 
segments of industry. 

2. Minimum wage.—In anticipation of the contention that the minimum wage 
has been raised by more than the cost of living increase and, a fortiori, the 
salary tests should be changed in the same proportion, it should be emphasized 
that there is no logical relationship between raising the real subsistency standard 
of living and setting salary tests for exempt workers at well above that subsist- 
ence level. It can be argued with some degree of persuasion that the real 
minimum wage should be increased for social and humanitarian reasons. But 
these arguments can hardly be advanced for the salary levels under consideration. 

3. Economic impact of revising current salary standards on the economy.— 
The wage-hour report provides no information on the aggregate increase in 
total salaries that might result from revised salary tests. This is somewhat 
surprising in view of the obvious cost impact to employers and the obvious 
addition to total money incomes at a time when the economy is booming and the 
problem of the day is curbing inflation. 

Upward revisions of the salary tests will boost costs and incomes by— 

(a) additional overtime pay to many employees now considered exempt; 
(b) direct salary boosts to maintain exemptions; 
(c) indirect salary boosts to maintain salary differentials; 

(d@) indirect wage boosts to maintain nonexempt-exempt differentials ; and 
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(e) additional overtime pay and direct and indirect salary increases be. 
cause of the yet unconsidered, but probable, increase in the $100 salary leye) 
which now permits use of the shortcut tests in determining exempt status, 

4. Salary trends for ewempt workers.—We have not presented salary trends 
data from 1949 to the present because: 

(a) We do not have such data. 

(b) We present detailed data in part IV of this report on current salary 
levels for exempt jobs and we contend that this data is sufficient in the 
setting of appropriate salary tests for the radio and television broadcasting 
industry. 

(c) Even if we had such trends data, its use would only perpetuate, and 
probably magnify, errors caused by the 1949 determination of the current 
salary tests. This is because, to the extent of our knowledge, this deter- 
mination was not based on the concept of a percentage factor applied to 
particular segments of particular covered industries. 

5. Wage trends for nonerempt workers.—Changes in the levels of nonexempt 
wages are relevant only to the extent that they correlate with changes in 
leve!ls for exempt salaries. More complete information on the nature of this 
correlation is essential before such important decisions are premised on its 
existence. There is reason to believe that, at least in some industries, there ig 
a substantial lag between movements of wages of exempt and nonexempt 
workers. 


IV. Increases in dollar standards will bring about discriminatory hardship to 
small-market broadcasters who are already harassed by a multiplicity of 
wage-hour problems 


Increases in dollar standards for exempt work are of chief concern to broad- 
casters in the smaller markets and in the small stations in or adjacent to the 
larger metropolitan centers. These are small-station operators and there are 
many of them. They operate in radio with staffs of from 7 to 15 people, and 
with revenues from $50,000 to $125,000 per year, contributed in large part by 
local advertisers. They serve a local market with what is, for the most part, 
a locally developed product. The service for a full-time station is normally 
16 to 18 hours per day, 7 days per week. The revenue they can get, the profit 
they can make, and the wages they can pay are limited by the economies of 
the community which they serve. 

These stations, because of their size and the nature of their business, have 
had their share of wage-hour problems. They sometimes look with envy on the 
many small businesses with whom they associate and who are not subject to 
the overtime requirements of the act. 

If inequitable dollar standards are imposed upon these broadcasters, they will 
be just one more wage-hour burden * * * a burden which is built upon the 
requirements and needs of the major manufacturing industries and which is 
completely unrelatde to their small-market conditions. This burden will be 
just one more straw. The back of the camel will probably not break but it 
will be sorely and unjustly tried. 

On the following pages is set forth a description of the impact of this prob- 
lem on broadcasting. 

1. A description of the industry.—Broadcasting data has two major com- 
ponents—radio and television. In both its aspects broadcasting is a local 
product industry insofar as the stations are concerned. Some radio stations 
and, as of the present writing, most of the television stations are affiliated 
with nationwide networks which provide, on a contract basis, program ma- 
terial which is disseminated to the listening and the viewing public through 
local stations. In radio, the extent of the local coverage depends upon the 
power of the transmitting facilities. For the typical small-market station with 
250 watts of power the daytime radius coverage will be 18 to 25 miles and the 
nighttime coverage less than half of this. In television, there tends to be much 
greater uniformity in coverage because television is, at least theoretically, a 
line of sight transmission medium. The typical television station signal will 
reach out about 55 miles. 

Revenue for radio and television stations comes from three major sources if 
they are network affiliates and from two major sources if they are independent. 
The three sources are network, national spot—that is, money spent directly 
on local stations by national advertisers—and local. An independent station 
naturally gets no network revenue. The overwhelming percentage of a small- 
market station’s revenue is from local advertisers. 
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As of February 1, 1955, there were 2,686 AM, or standard, broadcast stations 
on the air. These stations were located in over 1,200 cities and town through- 
out the United States. As of September 25, 1955, there were 441 television 
stations on the air. They were located in approximately 250 cities and towns. 
At the present stage in the growth of the television industry, which is really 
no more than 10 years old from a commercial point of view, the stations tend 
to be found in the larger markets. Eventually smaller market stations will be 
economically feasible, although, because of different operating cost structures 
petween radio and television, it is unlikely that the distribution of television 
stations will be as broad as that found today in radio. The following is a 
distribution of radio and television stations by market size: 


TABLE 6.—Radio and television stations by market size 











Market size ! Number of | Number of 
AM stations | TV stations 














ES ean don eroen ee meepe «goon nace nneRerKweiresterner<as-aener 624 3 
10,900 to 24,999__......-------- biSerbas sede ddeonsnessdebencsoshequcacunserbere 621 38 
EE nnn nceesabonheneos knee beneephaenntgessrnigeansesaneurerenion 354 63 
50,000 to 99,999. __.- -. 62 20 
100,000 to 249,999... ....- 287 103 
250,000 to 499,999 __..... 225 oe 
500,000 to 999,999 ninin di 245 65 
1,000,000 to 2,500,000... ...--- Es 93 27 
Over 2,500,000... -.-.- iiectode Se See ; : 175 49 
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1 City sizes are based on standard metropolitan areas and on 1955 population estimates in Sales Manage- 
ment’s Survey of Buying Power. 








The outstanding characteristic of the broadcasting industry in terms of the 
problem here being considered is its diversity. This diversity is reflected in 
prices for the product, revenue, operating expense, number of employees, and 
wage rates. Most of these elements of diversity relate to size of operation. As 
with all local product industries, there is a substantial correlation between size 
of establishment and market size. When a business is engaged in servicing a 
local community, the size of that community places an outer limit on the size 
of that business. 

Illustrative of the correlation between establishment size and market size is 
the breakdown of average per station employment in radio according to market 
size as Shown in table 7. 







TABLE 7.—Average radio station employment size according to city size* 













Market size 2 Employment size 
een 20,000. 2 es _ ceed ate paseecapiaed- reece teeta aioe lakeesigen embed 10. 0 
i CE co es Daniel deer an cace: be Silas Sdhanens otek kan on atesionieceeemmameeet inna 13.3 
Ne ene ee aches Sa ae ee 16.8 
Neen nnn nnn nnn ene 17.3 
I na tC Ingle ecunaeaiee ote timeniavaceaceaaimananis agian 
Neen a eae a 25,9 
Teen Tn nn nn nnn een cen nen ae a a a 






Nationwide average 


National Association of Radio and. Television Broadcasters, employer-employee rela- 
tions department. Radio: Wages, Hours, Employment, 1955—Pt. 3. Summary and 
Analysis (Washington) : NARTB, December 1955 (forthcoming), pp. 14-16. 

2See note on preceding table 6. 
















We have made studies of correlation coeflicients, for other purposes, of revenue 
size and employment size in radio broadcasting. The correlation coefficient is 
+0.7 or more. Therefore, this is some indication that if employment size varies 
directly with city size, then revenue size will also vary directly with city size. 

In evaluating the above figures, it is important from an operational point of 
view to keep in mind that the station in the market of 12,000 is for all prac- 
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tical purposes on the air just as much time as the typical station in the market 
of 500,000. Except for the daytime-only stations, the overwhelming ma jority 
of radio stations operate 16 to 18 hours a day 7 days a week. To cover this 
amount of air time with a staff of 9 or 10 people presents a real challenge to 
operating ingenuity. 

2. Wage structure in broadcasting.—In radio broadcasting we have detaileg 
salary data for two generally exempt jobs found in practically all radio stations 
regardiess of the size of these stations—program manager and chief engineer, 
Brief job descriptions * for these two jobs are presented in appendix A. 

The subsequent salary data has been taken from parts I and III of our recent 
survey of wages, hours, and employment in radio broadcasting.“ That salaries 
in this industry, like all local product market industries, vary directly with 
city size may be seen from table 8. Note that the nationwide averages at the 
bottom of this table are practically meaningless when considering the wage 
structure of radio broadcasting. Table 9 shows that the situation is no different 
for six generally exempt jobs in television broadcasting.” 


TABLE 8.—Average gross weekly wages for program managers and chief 
engineers in radio broadcasting, February 1955 


Market size | Program Chief 
manager engineer 


Less than 10,000_- ‘ tails casi ala ibid 
10,000 to 24,999... ________ me 7 86. 67 91, 44 
9,999____ ea lsapkha said ' ; : 92. 21 96. 53 

> 109. 55 100. 68 

108. 13 112, 39 

120.33 | 120. 4 

130. 65 | 138. 9% 

150. 03 148. 93 

144. 22 | 140. 99 


$82. 68 


vationwide average - ble cn eh cede tad ce cibindhinnd lll 104. 06 | 105. 44 
| 


Taste 9.—Percentage salary differentials based on the average gross weekly 
salery for each of 6 generally exempt jobs in television broadcasting * 





l l | Cp ost Saeiaay 
Market size | Chief | Program | Producer- Art Reinet Farm 


engineer | manager director | director | manager | director 


| | 
| | | 
| ers 107 | 103 100 | 102 100 | 


25,000 to 99,999 : : 100 | 100 100 101 101 100 
100,000 to 249,999. ____ ; | 119 | 105 100 106 | lll 
250,000 to 499,999... __. ‘ 117 108 126 | 120 | 144 
500,600 to 999,999 i 9 | 144 | 115 135 | 143 | 136 
Over 1,000,000 : : i 5¢ 152 | 138 | 157 | 176 | ; 


Nationwide average ‘ 122 112 | 118 | 127 | 120 


! The lowest average weekly salary for each job =100. 


The following table shows the salary levels at which 2 generally exempt 
broadcasting jobs would be rendered nonexempt according to 3. different 
cutoff percentages. The percentages are based on establishments affected. The 
wage rates are broken down by market size. 


= Prepared by the National Association of Radio and Television Broadcasters, employer- 
employee relations department. 

“1 Cf. supra note, 1. 

22 Unless otherwise noted, all wage and employment data provided for television has been 
taken from a forthcoming survey prepared by the National Association of Radio and 
Television Broadcasters, employer-employee relations department, covering September 
1955. 
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TABLE 10.—Salary levels for 2 generally exempt radio jobs 


Estimated Percent of | Weekly salary levels for 
number of stations generally exempt jobs 
Market size stations affected by 


in each varying 
market size | salary levels Chief Program 
engineer manager 





$66 
10,000 to 25,000 

25,000 to 50,000. ...-..---.--------------.- Satwdennsy 
50,000 to 100,000 

100,000 to 250,000 

250,000 to 500,000 
25 


50 
500,000 to 1,000,000__....._- 





25 
1,000,000 to 2,500,000---. _- 
25 
50 | 
SE ME RIOL. «..¢cnnecn=-<ebngeoseae 

25 


50 

1,000,000 to 2,500,000: 
Small stations (less than 30 employees) -_..---..- 10 
25 
50 | 
Large stations (30 or more employees) 10 


25 


50 

2,500,000 and over: 
Small stations (less than 30 employees).........|------------ aol . 

50 

Large stations (30 or more employees) = 

50 











The economic impact of revised salary tests in radio broadcasting cannot be 
evaluated in terms of the above salary data even though they are arranged by 
city sizes. This is because these are typical figures—in this case, means. To 
ascertain the effect of an upward revision of the current salary tests, it is vital 
to look not at average salary figures but at frequency distributions of actual 
salaries. Unfortunately, notice of the subject hearings was not received suffi- 
ciently early to allow such frequency distributions to be formulated from our 
basic data. However, we do have (1) medians showing the effect of changed 
salary tests on approximately 50 percent of all stations in a particular city size, 
(2) “middle 50 percent” figures showing the effect on approximately 25 percent 
and 75 percent of all stations, and (3) we have computed especially for this 
hearing the salary levels at which 10 percent of all stations would be affected. 

The economic impact of revised salary tests in radio broadcasting may be 
evaluated, at least partially, from table 10. This table shows the salary levels 
which would affect 10, 25, and 50-percent of all establishments in each of 9 city- 
size categories. In the two largest market sizes, the data is further broken 
down by large stations (30 or more employees) and small stations (less than 
30 employees). The influence of establishment size is clearly apparent and, 
if the data were readily available, would probably be reflected in all cities of 
100,000 or more. 

It may be seen from table 10 that there seems to be a break in the data between 
cities with a population of 250,000 or less and those above. In the cities up to 
250,000 (comprising about 79 percent of all radio stations), 10 percent of all 
radio stations would be affected by salary tests varying from $65 to $77—the 
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unweighted mean is $71 and 6 of the 10 figures being averaged are at or below 
this mean. For these same cities, the 25 percent “impact” varies from $74 to 
$92—the unweighted mean is $82 and 6 of the 10 dollar figures being averaged 
are at or below this mean. 

The following table shows the salary levels at which six generally exempt 
broadcasting jobs would be rendered nonexempt according to three different 
cutoff percentages. The percentages are based on establishments affected. The 
wage rates are broken down by market size. 


TABLE 11.—Salary levels for 6 generally erempt television jobs 


— 


Estimated Percent of Weekly salary levels for 

number of stations | generally exempt jobs 

Market size stations affected by | 

in each varying | | 

market size | salary levels | Chief | Program | Producer. 
| engineer | manager | director 


Less than 25,000 . $110 | $100 
| | 125 | 105 
140 | 125 | 
25,000 to 100.000 § | 100 | 86 | 
110 | 110 
| 125 125 | 
100,000 to 250,000 Saks 116 | 101 | 
130 125 
| 145 150 
250,000 to 500,000 3. tk 125 125 
135 130 
; 160 145 
500,000 to 1,000,000 A 8 ee 150 | 130 
| | 155 | 150 
180 180 
eae eee i ae ede j 150 120 
} 190 175 
205 190 


Less than 25,000 saceaiy 61 | 50 
65 | 60 





75 85 


25,000 to 100,000 . | 56 55 


65 70 
80 95 
100,000 to 250,000 ; Se Ae 51 61 
65 70 
50 | 85 90 
250,000 to7500,000, 65 55 
‘ 81 85 

50 | 95 | 105 

Se RGU soo acaconsasccece : pose. cae 76 76 
85 | 95 
5 100 | 125 

nas 62 90 76 
25 | 100 | 115 

130 145 














1 Insufficient data. 


The economic “impact” of revising the salary tests on television broadcasting 
is revealed in table 11. Brief job descriptions for 4 of the 6 jobs contained in this 
table are presented in appendix A.™ It may be seen from table 11 that, with 
one exception, the 10-percent “impact” for program managers and chief engineers 
is reached at the $100 (or higher) level. But the job of producer-director, exempt 
as an executive-professional employee, would be subject to the 10-percent “im- 
pact” at levels varying from $75 to $90—4 of the city sizes are at $75 or $76, 1 at 
$80, and 1 at $90. The 25-percent impact is from $75 to $105—2 city sizes are 
at the $80 level and 1 city size is at each of the $75, $80, $90, and $105 levels. 

Referring to the second page of table 11, it may be seen that the level of 
wages is considerably lower for these three generally exempt jobs than for those 
on the first page of this table. Here, the 10-percent “impact” is reached, on the 
average, at $55 for television stations in the smallest 2 city sizes, and the 25- 
percent level varies from $60 to $70. In the cities with over 100,000 population, 


The remaining two jobs, program manager and chief engineer, are basically similar in 
job content to the two jobs with the same titles in radio broadcasting. The latter two 
jobs are described in appendix A. 
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9 of the jobs, art director and promotion manager, show generally the same 

“percentage impact” pattern. The 10-percent “impact” in the 2 cities with a 

population falling within 100,000 to 500,000 varies from $51 to $65 and, in the 

2 largest city sizes from $75 to $90. The third job, farm director, is at a higher 

salary level, but even here the 10-percent “impact” never reaches $100 in any 

market-size group. The 25-percent “impact” reaches $100 in only 1 large city 
size, and $100 would affect 50 percent of all stations in the 2 (probably 3) lowest 
ity sizes. 

¢ 3. Conclusion.—F rom this large volume of data let me make four short points 

which provide the crux of the broadcasting industries stake in this vital 

roblem : 

" (a) Small-market stations are low-cost, low-revenue, small-staff operations 
providing a local service to their listeners 16 to 18 hours per day, 7 days per 
week. 

(b) Broadcasting at the station level is a local product market industry. 

(c) As with all local product market industries, wages and salaries in 
broadcasting vary directly and substantially according to market size and 
establishment size. 

(d) Increases in the current dollar standards which would cause an un- 
reasonable degree of dislocation among otherwise exempt employees will 
further complicate the already difficult problem of small station compliance 
with the Wage-Hour Act. 


APPENDIX A 


JOB DESCRIPTIONS FOR SELECTED RADIO AND TELEVISION JOBS 


Promotion manager, television 


Supervises and directs the work of the employees of the promotion department. 
Plans and directs sales promotion campaigns designed to sell the station’s time 
placed in newspapers, magazines, radio and television, etc. Plans campaigns 
designed to build audience for station. Develops publicty for station and station 
personalities in newspapers, magazines, trade press, etc. Supervises the plan- 
ning and execution of merchandising campaigns for advertisers. Coordinates 
with sales department, programing department, advertising agencies, ete. 


Producer-director, television 


Supervises the general planning of a program. Disburses funds from the 
program budget for various program elements. Selects scripts, determines sets 
and props required, secures guests, selects talent, selects music. Rehearses the 
cast, perfects performance, and directs on-the-air program. 


Art director, television 


Consults with producer-director to determine the visual elements of the pro- 
gram. Selects, often in consultation with the producer-director, the necessary 
sets and props. Creates the sets’ or props if required. Directs the work of 
artists in creating visual elements of the program. Supervises the installation 
of the sets and props by floormen. Often, in consultation with the promotion 


manager, plans and creates visual audience and sales promotional material for 
the station. 


Farm director, television 


Plans and supervises the execution of programs directed at farm audience. 
Usually appears on the air on farm programs. Supervises the building of 
scripts, gathering of farm news. Prepares programs from personal observation, 
interviews with news services, etc., consultation with farm experts. 


Head of film department, television 


Supervises the film department employees who splice and edit all film used 
on the station. Often recommends the purchase of feature and syndicated film. 
Often responsible for buying routine film, standby film, or securing free film. 
Often schedules or assigns work to projectionists. If station does any original 
filming, the film director often assigns crews and supervises the developing of 
this film. Recommends the purchase of necessary equipment, 


Chief engineer, radio 


Supervises the operation of the station’s technical equipment, both studio and 


transmitter. Supervises the assignment of control-room engineers, transmitter 
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engineers, and maintenance engineers. Generally hires and fires or recommends, 
establishes workweek and schedules and assignments. Directs installation and 
construction, maintenance and major repair work. Plans expansion of facili- 
ties. Makes effective recommendations for the purchase of equipment. 


Program director, radio 


Administers program department, determines salaries in cooperation with the 
general manager, plans overall program schedule, auditions and employs talent, 
plans and creates programs in consultation with program department. Makes 
policy recommendations concerning type of programs to be carried. Oversees 
the budget requirement for the program department. Purchases packaged pro- 
grams from agencies or producers. Coordinates with chief engineer in arrang- 
ing for the necessary technical equipment and crews. Coordinates with promo- 
tion department to develop promotion and publicity for programs. Coordinates 
with sales department in developing programs which have sales value. 


Mr. Tower. One final item if we may for the record, this is just a 
page and a half definition of standard metropolitan area, Census 
Bureau definition. It goes with the legislative language which we 
have here. May we submit both of these statements? 

Senator Purrert. Without objection that will be included in the 
record. 

Mr. Tower. Thank you. 

(The document referred to follows :) 


STANDARD METROPOITAN AREAS 


Explanatory Material from United States Bureau of the Census. United States 
Census of Population: 1950. Vol. I, Number of Inhabitants, Chapter 1: 
United States Summary (1952), page XXXI 


It has long been recognized that for many types of social and economic analyses 
it is necessary to consider as a unit the entire population in and around a city 
whose activities form an integrated social and economic system. Prior to the 
1950 census, areas of this type had been defined in somewhat different ways for 
different purpose and by various agencies. Leading examples were the metro- 
politan districts of the census of population, the industrial areas of the census 
of manufactures, and the labor market areas of the Bureau of Employment 
Security. The usefulness of data published for any of these areas was limited 
by this lack of comparability. 

Accordingly, the Federal Committee on Standard Metropolitan Areas, com- 
posed of representatives of interested Federal agencies, including the Bureau 
of the Census, and sponsored by the Bureau of the Budget, established the 
“standard metropolitan area” so that a wide variety of statistical data might be 
presented on a uniform basis. Since counties instead of minor civil divisions 
are used as the basic component of standard metropolitan areas (except in the 
New Engiand States), it was felt that many more kinds of statistics could be 
compiled for them than for areas which were not defined in terms of countries. 

Definition.—Except in New England, a standard metropolitan area is a county 
or group of contiguous counties which contains at least 1 city of 50,000 in- 
habitants or more. In addition to the county, or counties, containing such a 
city, or cities, contiguous counties are included in a standard metropolitan 
area if according to certain criteria they are essentially metropolitan in charac- 
ter and socially and economically integrated with the central city. 

The criteria of metropolitan character relate primarily to the character of 
the county as a place of work or as a home for concentrations of nonagricultural 
workers and their dependents. Specifically, these criteria are: 

1. The county must (@) contain 10,000 nonagricultural workers or, (b) 
contain 10 percent of the nonagricultural workers working in the standard metro- 
politan area or, (c) have at least one-half of its population residing in minor 
civil divisions with a population density of 150 or more per square mile and con- 
tiguous to the central city. 

2. Nonagricultural workers must constitute at least two-thirds of the total 
number of employed persons of the county. 
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The criteria of integration relate primarily to the extent of economic and 
social communication between outlying counties and the central county. as 
indicated by such items as the following: 

1. Fifteen percent or more of the workers residing in the contiguous county 


work in the county containing the largest city in the standard metropolitan 
area, or 


2. Twenty-five percent or more of the persons working in the contiguous county 
reside in the county containing the largest city in the standard metropolitan area, 
or 


3. The number of telephone calls per month to the county containing the lar- 
gest city of the standard metropolitan area from he contiguous county is four 
or more times the number of subscribers in the contiguous county. 

In New England, the city and town are administratively more important than 
the county, and data are compiled locally for such minor civil divisions. Here 
towns and cities were the units used in defining standard metropolitan areas, 
and criteria relating to the number and proportion of nonagricultural workers. set 
forth above could not be applied. In their place, a population density criterion 
of 150 or more persons per square mile, or 100 or more persons per square mile 
where strong integration was evident, has been used. 

Senator Purreru. Is there any testimony that the gentlemen ac- 
companying you want to give? 

Mr. Tower. They have no further testimony. If there are any ques- 
tions you have that I can’t answer, they will try to answer them. 

Senator Purrett. You covered the field very well. I have no 
questions. 

Senator Attorr. I have no questions. 

Senator Purrert. Thank you. 

Next witness will be Arthur J. Packard, president of the Packard 
Hotels Co. Mr. Packard is from Mount Vernon, Ohio. Glad to 
have you with us, sir. 


STATEMENT OF ARTHUR J. PACKARD, PRESIDENT, PACKARD 
HOTELS CO., MOUNT VERNON, OHIO; ACCOMPANIED BY CHARLES 
W. MERRITT, COUNSEL; AND M. 0. RYAN, MANAGER, WASH- 
INGTON OFFICE, AMERICAN HOTEL ASSOCIATION 


Mr. Pacxarp. Thank you, Senator. For the record, Senator Pur- 
tell, T have Mr. Merritt our legal counsel and Mr. Ryan of our Wash- 
ington office. 

Senator Purreii. Glad to have the two gentlemen with us. Will 
you state your name for the record ? 

Mr. Merrirr. Charles Merritt, 25 Broadway, New York City. 

Senator Purrert. You're general counsel of the American Hotel 
Association. 

Mr. Merrirr. Yes. 

Mr. Ryan. M. O. Ryan, manager of the Washington office of the 
American Hotel Association. 

Senator Purrert. Thank you, you may proceed, Mr. Packard. 

Mr. Packarp. Thank you, Senator. 

[am Arthur J. Packard, Mount Vernon, Ohio. I am president of 
the Packard Hotels Co., which owns and operates a number of small 
hotels, all within the boundaries of the State of Ohio. 

[ am currently serving as chairman of the governmental affairs 
committee of the American Hotel Association and thus IT will attempt 
to speak for our industry. 
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I have been appearing on this particular problem in front of this 
committee off and on for the past 12 years. 

I have been in the hotel business all my life, following in the foot- 
steps of my father, who owned and operated a hotel. Now my son 
has concluded his college course and is pursuing a similar career, So 
I speak to you out of a long period of acquaintanceship with this type 
of business and its problems. 

I have tried to study carefully the five bills which are before your 
subcommittee and the statement in which Secretary of Labor Mit- 
chell presented the administration’s point of view with reference 
to amendments to the Fair Labor Standards Act. 

The wide differences between these bills and the program which 
the administration advocates, makes it next to impossible for a wit- 
ness to discuss the impact of all such proposals upon his industry. 

We note especially that two of the bills currently before your com- 
mittee would ae coverage into our field. We are pleased to note 
also that Secretary Mitchell would exclude from overtime pay the 
newly covered establishments in the retail and service categories and 
would include tips in the minimum wage. Even so the Secretary’s pro- 
posals would be crippling to the great bulk of our industry. 

Whether the Congress ultimately enacts some measure comparable 
to S. 1267, S. 1273, or a program which parallels that which is advo- 
cated by the Secretary, we are unable today to tell you just how many 
establishments in our industry would be covered. 

The regulations which would be drawn by the Department of Labor 
would tell part of the story. But the rest of the tale would depend 
upon wide fluctuations, in the volume of business, and in the number 
of employees in individual establishments, from year to year. 

For instance I could sell off several of my hotels and thus gain 
exemption. On the other hand even a small hotel if it were bought 
up by one of the larger chains might promptly be covered. 

I cannot imagine any more distressing factor to inject into a service 
industry such as ours. This would upset every formula which has 
been employed heretofore in determining the worth, and the salability, 
of small hotel properties. And I think the same thing would be 
true of any small retail or service establishment. 

The minimum wage is not a new type of law under which hotels 
are obliged to operate. I have lived under it for a long time in Ohio. 

There is merit in the proposal put forward by Senator Ives the 
other day that the committee might consider exempting establish- 
ments in those States which have their own minimum-wage laws. 

After all where the States employ a differential between large in- 
dustrial areas and small rural communities the minimum wage formula 
makes sense. But if we are to consider imposing the same wage 
standards on the smallest hamlet in the Deep South as business estab- 
lishments in industrial and metropolitan centers in the North it is 
inevitable that we would usher in grave inequities and impractical 
operating problems. 

The argument is sometimes advanced that there are some States 
which do not have minimum wage laws and thus the Federal Govern- 
ment must move into this field. I think that argument is unrealistic. 

If a State, in all its sovereignty has decided that it does not need 
to legislate a minimum wage it does not follow that it abdicates that 
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responsibility and invites the Federal Government to come in and 
take over. 

I have in my hand a recent release published by the Department 
of Labor showing the wide variance in average hourly earnings in our 
industry by jobe ategories in many cities throughout the T Inited States. 

In some cities the same job pays three times as much as it does in 
the smaller towns in other parts of the country. 

This springs from many local factors, including the cost of living. 
There is no ‘better barometer for wage levels. “It is ineredible to 
imagine that you can equalize this situation overnight and establish 
uniform w age levels simply by selecting out of thin air some arbitrary 
figure for a minimum wage. 

Senator Purrety. I don’t think—I must remark here that it doesn’t 
follow that the policy made and pending before this committee are 
for the purpose of establishing uniform wage levels except at the 
minimum base. 1 would agree with you that they may follow a pat- 
tern, once you established the minimums, but I do think that I ought 
not to let that statement go without also explaining we are not trying 
to set uniform wage levels above—at least these proposals are not— 
above a minimum wage and then extending them into certain fields. 

That is what we are presently considering. 

Mr. Pacxarp. I understand. What I had in mind on that, is if you 
established a minimum wage that was applicable we will say in New 
York, certainly a minimum wage in New York City would be unreal- 
istic to some small town in a Southern State, and at the same time 
you couldn’t use the same yardstick in every State or every size city 
so the problem then might arise as to what the basic minimum wage 
should be. 

Senator Purrety. It isn’t a question of whether we could do it or 
not; the fact of the matter is we have already done it. We are operat- 
ing under it here in the field of interstate commerce as it has been 
defined. 

Mr. Packarp. Yes, str. May I observe that proposals to establish 
new and higher minimum wages are raining down on the 48 legisla- 
tures these days as well as on the C ongress. The moving forces behind 
this are well known. It was indeed wholesome, however, to learn just 
this week of one State up North where a large labor union opposed an 
increase from 75 cents to $1 in the State minimum wage, and favored 
continued exemption of service industries such as hotels. 

It would appear that some union groups realize the grave mal- 
adjustments which can flow in the wake of this practice of arbitrary 

rage fixing by statute. 

In his state of the Union message, President Eisenhower urged 
labor and management to guard vigilantly against inflationary tend- 
encies which arise from wage increases where they are not tied directly 

in with higher productivity. 

We in the hotel business have had reduced productivity over a 
period of time, even with higher wages. And where our business is 
concerned, there simply is no ehance in the world that any further 
increase in labor cost could be absorbed by management. 

Our occupancy has dropped steadily year after year, from 1946 to 
1955, when it came to rest at 72 percent. | 

89646—57——-16 
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Last year marked the first time that this trend was arrested, but 
even then the occupancy barely held its own with the preceding year, 

The Treasury Department is authority for the statement that hotels 
are one of the two least profitable industries in America today, from 
the standpoint of return on investment. 

So I do want to assure you that it is impossible for our industry to 
make substantially increased wage payments, which would be forced 
upon us, without raising our rates proportionately to the point of 
pricing ourselves out of business, in many instances. 

May I recite quickly the six principal premises upon which we 
urge our continued exemption from this Federal statute: 

(1) Hotels are one of the very few places of business which are 
obliged to remain open 168 hours a week. On the basis of a 40-hour 
week this means more than 4 shifts of employees. One-half to two- 
thirds of employee time is not productive, because they must be on 
duty during hours of the day and night, and on the 3 days of the 
week, when our properties are nearly empty, or are idle. 

(2) Inasmuch as we produce no goods for commerce, and ship 
nothing into commerce, we contend that we are truly intrastate in 
character. We feel that we should continue to be subject only to 
state regulatory bodies. Were this Congress to bring local retail 
and service institutions under the Fair Labor Standards Act, the 
next step would be to invade State jurisdictions and to bring Main 
Street under other labor statutes and other Federal regulatory bodies. 

Senator Purretx. At that point you indicated a sympathy toward 
the suggestion made by Senator Ives which I certainly feel requires 
a great deal of attention and I think a great deal of attention will be 
given to it that where the State law—and I am sure where you stated 


it I think I better quote that. You mentioned it in your testimony 
here, I believe, a reference to Senator Ives. 

Mr. Pacxarp. Yes, sir, I did. That he felt that where there was 
a State minimum-wage law. 

Senator Purreiy. Yes, that is it. You said: 


There is much merit in the proposal put forward by Senator Ives the other 
day that the committee might consider exempting establishments in those States 
that have their own minimum-wage laws. 


I doubt whether Senator Ives had in mind those States which had 
minimum-wage laws which might be lower than the minimum in the 
Federal law. 

I want to ask you now, if where the State had a minimum law some- 
what in conformity with Federal law, certainly as to the minimum 
requirements, there would be an advantage I would think—and we 
are going to explore it more—in having the administration of that 
law at the State level. That would remove some of the objections, 
not your chief objections, but some of the objections to the law itself. 

Mr. Packarp. The only objection I would have to that would be 
whether or not the Federal law were far in excess of our State law. 
In the State of Ohio we had a new minimum-wage law go into effect 
on the 1st day of January. 

If, in the opinion of our legislature in the State of Ohio, it were 
decided that people should draw a certain basic minimum wage, taking 
into consideration that most States have a differential as you do, Sena- 
tor Allott, in Colorado, depending upon the size of the town, that is 
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one thing. I can’t help but feel that they are fully competent, in the 
State of Ohio, to fix a minimum wage based on living conditions in 
that area. ‘They have a breakdown of towns up to 5,000 population, 
another bracket up to 50,000, and another minimum wage in cities over 
100,000. Surely, through their familiarity with their own State, they 
are fully competent to prescribe minimum wages for our people. 

Senator Purrett. Under your new Ohio law are the hotels exempt 
or are they treated differently ? 

Mr. Packarp. No. 

Senator Purretn. You are subject to the minimum law without 
provisions made for considering types and that sort of thing? 

Mr. Pacxarp. We have a breakdown on that. We have a formula 
for service employees of 55 cents an hour, as an example. Nonservice, 
70 cents. That replaces a law that came into effect in 1947 which 
was considerably lower. 

Since 1947 there has been a cost-of-living increase of 17 percent in 
the State of Ohio, but our minimum wage has been raised 23 percent. 
For service employees, in the State of Ohio, the raise amounted to 
almost 33 percent. 

Senator Purrett. Isn’t it true that the States which have minimum- 
wage laws also have formulas which are applicable to hotels, service 
organizations such as yours. They are not subject to an across-the- 
board flat minimum; is that correct ? 

Mr. Pacxarp. Our law in the State of Ohio—I can’t answer for all 
the other States—applies only to females and minors. 

Mr. Mrrrirr. I can answer that. Every State that I know of, that 
has a minimum-wage law, has subdivisions that are broken down, and 
are applicable to different industries to meet those conditions. 

Senator Purreti. I thought so. Let me quote from the record as 
to what Senator Ives said. I think it is important. He said, “It 
occurs to me that there might be a possible out here to reduce your 
cost. The suggestion has been made that in those States which have 
a standard or standards as high or higher than the one you here pro- 
pose, there be exemptions made and they be exempt from the coverage 
of this act.” I think it is important to note that’ difference, because 
he said where their standards are as high or higher. 

Mr. Packarp. Meaning, in other words, if your State minimum is 
higher than the Federal minimum why you would then revert to the 
State. 

Senator Purrety. Yes. It would be a question of administration. 

Some objections have been raised on the basis of the introduction 
or intrusion of the Federal authority into the field. I mention it only 
because you mentioned it here earlier. 

Mr. Packakp. I am happy to know that because I didn’t interpret 
his statement that way. 

Senator PurreLtt. You may proceed and I’m sorry I had to inter- 
rupt. 

Mr. Pacxarp. Hotels probably have more types of fringe pay bene- 
fits than any other business in the country. For the purpose of com- 
puting $1 an hour cash wage, how would we evaluate items such as 
meals, lodgings, uniforms, tips, ete. / 

Several bills currently before the House would deny a resort hotel 
the opportunity to place any value on meals and lodgings, for instance, 
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if the property is outside of town, and other competitive restaurant 
and housing facilities are not available to the employees. 

According to the Bureau of the Census, there are 3,418 seasonal 
hotels which had 11,223 employees as of the last enumeration. 

I say to you that every one of these establishments would be in dire 
peril if this element of real wage were set aside entirely and the em. 
ployers compelled to pay a minimum cash wage of $1 over and above 
other benefits. 

(4) The hotel industry has always prided itself on employing large 
numbers of high-school and college students in summer months, elderly 
persons, even housewives, as well as many handicapped persons. 

The reason is that many employees work inside where they are not 
exposed to the elements, and many work at idle times when only su- 
pervisory work is required. 

These people, together with the unskilled persons and seasonal em- 
ployees for whom the industry provides a substantial number of job 
opportunities, could not be further employed if we were obliged to pay 
a minimum of $1 an hour. 

If we were to discharge these people it is dubious whether many of 
them could find employment elsewhere. 

Further, such an obligation on the part of hotels would be a spur 
to mechanization whereby additional thousands of jobs over the coun- 
try would be permanently eliminated. 

(5) A very delicate balance exists in local service industries such 
as ours. 

Any attempt to regulate business from Washington will bring on 
more inequities than it will cure. According to the Bureau of the 
Census there are 735 hotels which employ 100 or more persons, and 
under Secretary Mitchell’s formula, where he uses enterprises this 
number of covered establishments would rise to more than 1,000, inas- 
much as small houses affiliated with a chain would be covered in addi- 
tion to those properties which alone possess more than 100 employees. 

And at a time when hotels are actually fighting for their very lives 
with competition from motels and motor hotels the Congress would 
give to these outlying housing establishments a terrific benefit over 
us since there are only 3 motels in the entire United States which 
have 100 or more employees. Also tourist homes, clubs, YMCA’s, 
and many other nonprofit organizations, would be spared this increase 
in costs to which much of our industry would be exposed, Such dis- 
crimination actually could spell ruin for us. 

(6) Whatever formula, whether it involves 50,000 hotel employees 
as Secretary Mitchell suggests, or whether it is some other number 
which were ultimately brought under the Federal minimum wage as 
a result of new legislation, our industry would be part in and part 
out. But the man who says that this would have no effect upon the 
small operator simply does not know what he is talking about. 

The small hotel on one side of the street must certainly pay equal 
wages to the big property a block away if he is to successfully recruit 
skilled employees from a commen labor pool. I operate in towns 
where some of the Nation's largest hotel chains have properties. 
Compared to them my hotels are small indeed. But right down the 
line, job for job, my payroll costs match theirs in most respects. 
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And at this time my room revenue per room would only be half 
what theirs is. My room average is $4, or $3.90, or $4.05, while the big 
hotel has an average of $9, or $10, or $11 a day. 

Senator AtLorr. Do you mean to say you can still get rooms for 
that ? 

Mr. Packarp. Yes, sir. We operate a thousand rooms in the State 
of Ohio in small county-seat towns of 20,000 to 50,000 people. Our total 
room average over all those thousand rooms is about $4.05. We cater, 
if I may say so, to the cookie salesman, the meat salesman, the com- 
mercial man who is there every Tuesday, or every 2 weeks, and who 
ison a limited expense account. 

I must have rooms available for him at $3 and $3.50. I have them. 
I can’t get a $9 average, or $10, or $15 average like you get in Wash- 
ington. I must sell rooms for less money than that, or I lose all of my 
business. 

Last year, when I last appeared before this subcommittee, the 
administration was asking for an increase in the Federal minimum 
wage up to 90 cents an hour. 

I had my accountants establish the increased wage cost to which 
this would expose us, and the increased charges we would be obliged 
tomake for guest rooms. 

At that time this would have meant an increase of $2 per day per 
room, or 53 percent of our present average room rentals. Already, 
before such increase, the labor cost in my hotels, which are typical, 
exceeded 42 cents on the dollar of sales. 

This is because we are a service business. 

Today, increasing the minimum wage to $1 an hour, with differential 
increases for other more highly paid employees, raising each echelon 
above the lower paid people, therefore, would force me to raise my 
wage costs to nearly 50 cents on the dollar of sales, and would mean 
an increase in my room rates of $2.45 per day in order to recoup this 
added expenditure. 

Frankly I do not believe that my guests would continue to patronize 
my hotels with such tariffs prevailing. We would find them in motels, 
in tourist homes, or sleeping in their cars along the roadside. 

It isn’t as though the hotel industry were guilty of slave labor wage 
scales. I invite your attention to the charts which are accompanying 
this statement which show the trends since 1929. You will observe 
that our wages have trebled in the past 25 years, 

And superimposed upon this figure are such real benefits as meals, 
tips, uniforms, et cetera, for a large number of our people. 

Please note how wages have continued to skyrocket far in excess of 
our industry’s gross income. 

And during the same period the number of employees in hotels has 
dropped. These are earmarks of a sick industry, gentlemen. 

We who are in this business can never forget the decade of the 
thirties, when 82 percent of all the hotels in America either went broke, 
or were obliged to refinance. So while our profits at the peak have 
been unusually low, the total wages paid have trebled in spite of a 
decline in the number of employees and the number of establishments. 

I have heard continued references to the fact that nobody has any 
desire to bring any Federal minimum wage over retail or service es- 
tablishments, except the big chains. I do not hesitate to tell you that 
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even the largest chains in the country are fearful that this additional 
increase in costs could definitely usher in a situation where they, too, 
were pricing themselves out of business. ' 

We understand that the Department of Labor expects to conclude 
its study of current wages in the retail field within 60 to 90 days, 
This detailed study should throw much light on the need for an 
arbitrary expansion of coverage into intrastate establishments. [ 
think it is extremely unfortunate that there is so much pressure upon 
your committee to rush through legislation on this important subject 
before you have had the benefit of these new figures to guide you. 

Thank you, gentlemen, for this opportunity to state the case for our 
industry. We are in dead earnest when we say that the public, our 
employees, and hotel owners, will all be the losers if you should blanket 
us under the Fair Labor Standards Act. 

Mr. Purtell, Senator Purtell and Senator Allott, may I have your 
indulgence for about 3 minutes ? 

Senator Purre.. Yes. 

Mr. Pacxarp. I have been in this business all my life. I would like 
to give you my personal reaction as to the expansion of coverage to 
the hotel field. 

Senator Purtett. We would welcome it. 

Mr. Pacxarp. To begin with, I don’t think the bill is good for em- 
ployees. We are the largest hirers, or the largest employers, over the 
country, of marginal labor. There are many menial jobs in the hotel 
where the productivity of our workers is low. We have to keep open 
168 hours every week, and it is readily understandable to you, even if 
you are not in the hotel business, that there is a great deal of unpro- 
ductive time during that period. 

Weare the employers of many who are almost unemployable. Over- 
aged people, people of part-time caliber, of students, and if we get into 
a dollar-an-hour wage for those people, they are going to be the losers 
because we can scarcely afford to employ them on our present schedule 
of wages. We can’t raise the rates because we are in a life-and-death 
struggle with the motel industry. Actually the figure of 72 percent 
that I have in my statement for the hotels in the United States includes 
the hotels in Washington and New York, and other large cities, but in 
the small hotels in towns of the size in which I operate, all over the 
United States, the occupancy is down in the low sixties, and in some 
instances the fifties. 

Senator Purtret.. This is the national average, 72 percent? 

Mr. Pacxarp. That’s correct. 

Such being the case the law isn’t good for the employee. I know it 
is not good for the employer, because back in the days of the thirties 
when 82 percent of the hotels in the United States were insolvent, 
in spite of an average wage scale of 30 cents an hour on most unskilled 
jobs. Today, if we get into a minimum wage of $1 or more per hour, 
the employer will not be able to pay it in many instances. 

I know it is not good for the public, because if I have to raise my 
rates $2 a day or more, and the price of my meals accordingly, the 
public will have to pay more for these services. So the public would 
be the loser. 

When you get to the Government, you are attempting to operate 
on a sound fiscal policy. We know that expansion of this coverage 
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would mean additional costs to government for administration of the 
act. It will take a lot of policing because this year under some of these 
bills that are in here I do $490,000 worth of business, and I am not 
covered. Next year I do $510 ,000, and I am under the act. The whole 
theory of a dollar yardstick, or a yardstick based on the number of 
employees is wrong. In one of my hotels, if I saw on the 1st day of 
December that I am headed for $510,000 worth of business, what is 

revent me from closing my dining room for redecorations. I thus 
es up with $495,000 volume of business for the year. So it isn’t good 
for the Government. If it isn’t good for the Government, the em- 
ployee, and the employer, and it won’t work a benefit for the public, 
it seems to me that the law should be left as it is, that the exemption 
that has been historical for us should still be left as it is. 

There are so many ramifications to our industry that do not apply 
to any other type of business. 

Senator Purteu. I think you recognize—I know you do—that the 
legislative bodies, both at the State and national level—have recog- 
nized in the past the problems that confront your industry and that 
they are somewhat peculiar to that industry. And I am sure that 
the people who will deliberate over this legislation will not be un- 
mindful of that also. 

Senator Atiorr. Does the average hourly earnings chart in your 
statement include tips? 

Mr. Packarp. No, they do not include tips. But they include 
management. 

Senator Attorr. What employees? 

Mr. Packarp. Tip employees. 

A waitress who under the State law of the State of Ohio draws 
55 cents an hour plus her meals and uniforms will not take a job as a 
hostess in one of my coffee shops (I pay my hostess a dollar and a 
quarter an hour) because the waitress at 55 cents has more money to 
take home every Saturday night, figuring in her tips, than the hostess 
has at $1.25 an hour. 

Those are basic things peculiar to this industry. That’s why it was 
recognized when the law was originally enacted. We don’t see any 
reason why it ought to be changed. The things are still the same 
as they were when the law was passed 20 years ago. 

Senator Purrenn. I can assure you that your testimony will be 
studied by the members of the committee when we mark up whatever 
bill or bills we may mark up. I thank you very much for coming 
here and also your associates. 

If there is any other information that you think will be helpful 
to the committee, the record may be open ¢ and you may submit it. 

(Supplemental information received from Mr. Packard appears 
in the Appendix, p. 1012.) 

(The full text of Mr. Packard’s prepared statement follows :) 


STATEMENT OF ARTHUR J. PACKARD, MOUNT VERNON, OHIO, PRESIDENT 


PACKARD 
Horers Co. 


Mr. Chairman and gentlemen of the subcommittee, I am Arthur J. Packard, 
Mount Vernon, Ohio. I am president of the Packard Hotels Co., which owns 
and operates a number of small hotels, all within the boundaries of the State of 
Ohio. I am currently serving as chairman of the Governmental Affairs Com- 
mittee of the American Hotel Association, and thus I will attempt to speak for 
our industry. 

I have been in the hotel business all my life, following in the footsteps of my 
father, who owned and operated a hotel. Now my son has coneluded his college 





228 MINIMUM WAGE PROTECTION 


course, and is pursuing a similar career. So I speak to you out of a long period 
of acquaintanceship with this type of business and its problems. 

I have tried to study carefully the five bills which are before your subcom- 
mittee, and the statement in which Secretary of ‘Labor Mitchell presented the 
administration’s point of view with reference to amendments to the Fair Labor 
Standards Act. The wide differences between these bills and the program which 
the administration advocates, makes it next to impossible for a witness to discuss 
the impact of all such proposals upon his industry. We note especially that two 
of the bills currently before your committee would extend coverage into our 
field. We are pleased to note also that Secretary Mitchell would exclude from 
overtime pay the newly covered establishments in the retail and service cate 
gories, and would include tips in the minimum wage. Even so, the Secretary’s 
proposals would be crippling to the great bulk of our industry. 

Whether the Congress ultimately enacts some measure comparable to 8. 1267, 
S. 1273, or a program which parallels that which is advocated by the Secretary, 
we are unable today to tell you just how many establishments in our industry 
would be covered. The regulations which would be drawn by the Department 
of Labor would tell part of the story. But the rest of the tale would depend upon 
wide fluctuations in the volume of business and number of employees in indi- 
vidual establishments, from year to year. For instance, I could sell off several 
of my hotels, and thus gain exemption. On the other hand, even a small hotel, 
if it were bought up by one of the larger chains, or by me, as an example, would 
promptly be covered. I cannot imagine any more distressing factor to inject 
into a service industry such as ours. This would upset every formula which 
has been employed heretofore in determining the worth, and the salability, of 
small hotel properties. And I think the same thing would be true of any small 
retail or service establishment. 

The minimum wage after all is not a new type of law under which hotels are 
obliged to operate. I have lived under it for a long time in Ohio. There is 
much merit in the proposal put forward by Senator Ives the other day, that the 
committee might consider exempting establishments in those States which have 
their own minimum-wage laws. After all, where the States employ a differential 
between large industrial areas and small rural communities, the minimum wage 
formula makes sense. But if we are to consider imposing the same wage stand- 
ards on the smallest hamlet in the Deep South as business establishments in 
industrial and metropolitan centers in the North, it is inevitable that we would 
usher in grave inequities and impractical operating problems. 

The argument is sometimes advanced that there are some States which do not 
have minimum wage laws, and thus the Federal Government must move into this 
field. I think that argument is unrealistic. Ifa State, in all its sovereignty, has 
decided that it does not need to legislate a minimum wage, it does not follow that 
it abdicates that responsibility, and invites the Federal Government to come in 
and take over. 

I have in my hand a recent release published by the Department of Labor, 
showing the wide variance in average hourly earnings in our industry, by job 
categories, in many cities throughout the United States. In some cities, the 
same job pays three times as much as it does in the smaller towns in other parts 
of the country. This springs from many local factors, including the cost of living. 
There is no better barometer for wage levels. It is incredible to imagine that 
you can equalize this situation overnight, and establish uniform wage levels, 
simply by selecting out of thin air some arbitrary figure for a minimum wage. 

By the way, Mr. Chairman, may I observe that proposals to establish new and 
higher minimum wages are raining down on the 48 legislatures these days, as 
well as on the Congress. The moving forces behind this phenomenon are well 
known. It was indeed wholesome, however, to learn just this week of one State 
up north where a large labor union opposed an increase from 75 cents to $1 in 
the State minimum wage, and favored continued exemption of service industries 
such as hotels. It would appear that some union groups at least realize the 
grave maladjustments which can flow in the wake of this practice of arbitrary 
wage fixing by statute. 

In his state of the Union message, President Eisenhower urged labor and man- 
agement to guard vigilantly against inflationary tendencies which arise from 
wage increases, where they are not tied directly in with higher productivity. We 
in the hotel business have had reduced productivity over a period of time, even 
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with higher wages. And where our business is concerned, there simply is no 
chance in the world that any further increase,in labor cost could be absorbed by 
management. Our occupancy has dropped steadily year after year, from 1946 to 
1955, when it came to rest at 72 percent. Last year marked the first time that 
this downward trend was arrested, but even then, the occupancy barely held its 
own with the preceding year. The Treasury Department is authority for the 
statement that hotels are 1 of the 2 least profitable industries in America today, 
from the standpoint of return on investment. So I do want to assure you that it 
is impossible for our industry to make substantially increased wage payments, 
which would be forced upon us, without raising our rates proportionately, to the 
point of pricing ourselves out of business in many instances. 

May I recite quickly for you the six principal premises upon which we urge our 
continued exemption from this Federal statute : 

(1) Hotels are one of the very few places of business which are obliged to 
remain open 168 hours a week by statute. On the basis of a 40-year week, this 
means more than 4 shifts of employees. One-half to two-thirds of employee time 
is not productive, because they must be on duty during hours of the day and 
night, and on the 3 days of the week, when our properties are nearly empty, or 
are idle. 

(2) Inasmuch as we produce no goods for commerce, and ship nothing into 
commerce, we contend that we are truly intrastate in character. We feel that 
we should continue to be subject only to State regulatory bodies. Were this 
Congress to bring local retail and service institutions under the Fair Labor 
Standards Act, the next step would be to invade State jurisdictions, and to 
bring Main Street under other labor statutes, and other Federal regulatory 
bodies. 

(3) Hotels probably have more types of fringe pay benefits than any other 
business in the country. For the purpose of computing $1 an hour cash wage, 
how would we evaluate such items as meals, lodgings, uniforms, tips, etc.? 
Several bills currently before the House would deny a resort hotel the oppor- 
tunity to place any value on meals and lodgings, for instance, if the property is 
outside of town, and other competitive restaurant and housing facilities are not 
available to the employees. According to the Bureau of the Census, there are 
8,418 seasonal hotels, which had 11,223 employees, as of the last enumeration. 
I say to you that every one of these establishments would be in dire peril if 
this element of the real wage were set aside entirely, and the employers com- 
pelled to pay a minimum cash wage of $1, over and above other benefits. 

(4) The hotel industry has always prided itself on employing large numbers 
of high-school and college students in summer months, elderly persons, even 
housewives, and many handicapped persons. The reason is that many of our 
employees work inside, where they are not exposed to the elements, and many 
work at idle times, when only supervisory work is required, as compared to 
heavy physical work. These people, together with the unskilled persons, and 
seasonal employees, for whom the industry provides a substantial number of 
job opportunities, could not be further employed if we were obliged to pay a 
minimum of $1 an hour. If we were to discharge these people, it is dubious 
whether many of them could find employment elsewhere. Further, such an 
obligation on the part of hotels would be a spur to mechanization, whereby addi- 
tional thousands of jobs over the country would be permanently eliminated. 

(5) A very delicate balance exists in local service industries such as ours. 
Any attempt to regulate business from Washington will inevitably bring on 
more inequities than it will cure. According to the Bureau of the Census, there 
are 735 hotels which employ 100 or more persons, and under Secretary Mitchell’s 
formula, where he uses “enterprises,” this number of covered establishments 
would rise to more than 1,000, inasmuch as small houses affiliated with a chain 
would be covered in addition to those properties Which alone possess for than 
100 employees. And, at a time when hotels are actually fighting for their very 
lives with competition from motels and motor hotels, the Congress would give to 
these outlying housing establishments a terrific benefit over us, since there are 
only 3 motels in the entire United States (Census figures) which have 100 or 
more employees. Also, tourist homes, clubs, YMCA’s, and many other non- 
profit organizations would be spared this increase in costs, to which much of our 
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industry would be exposed. Such discrimination actually could spell ruin for 
us. 

(6) Whatever formula, whether it involves 50,000 hotel employees, as Secre 
tary Mitchell suggests, or whether it is some other number, which were 
ultimately brought under the Federal minimum wage, as a result of new legisla- 
tion, our industry would be part in and part out. But the man who says that 
this would have no effect upon the small operator simply does not know what 
he is talking about. The small hotel on one side of the street must certainly 
pay equal wages to the big property a block away, if it is to successfully recruit 
skilled employees from a common labor pool. I operate in towns where some 
of the Nation’s largest hotel chains have properties. Compared to them, my 
hotels are small indeed. But right down the line, job for job, my payroll costs 
would match theirs in most respects. Last year, when I last appeared before 
this subcommittee, the administration was asking for an increase in the Federal 
minimum wage to 90 cents an hour. I had my accountants establish the 
increased wage cost to which this would expose us, and the increased charges 
we would be obliged to make for guestrooms. At that time this would have 
meant an increase of $2 per day per room, or 53 percent of our present average 
room rentals. Already, before such increase, the labor cost in my hotels, which 
are typical, exceeded 42 cents on the dollar of sales. Today, increasing the 
minimum wage to $1 an hour, with differential increases for other more highly 
paid employees, would force me to raise my wage costs to nearly 50 cents on 
the dollar of sales, and would mean an increase in my room rates of $2.45 per 
day, in order to recoup this added expenditure. Frankly, I do not believe that 
my guests would continue to patronize my hotels with such tariffs prevailing, 
We would find them in motels, in tourist homes, or sleeping in their cars, along 
the roadside. 

It isn’t as though the hotel industry were guilty of slave-labor wage scales, 
I invite your attention to the charts which are attached to this statement 
which show the trends since 1929. You will observe that our wages have 
trebled in the past 25 years. And superimposed upon this figure are such real 
benefits as meals, tips, uniforms, etc., for a large number of our people. Please 
note how wages have continued to skyrocket, far in excess of our industry's 
gross income. And, during the same period, the number of employees in hotels 
has dropped. These are earmarks of a sick industry, gentlemen. We who are 
in this business can never forget the decade of the 1930’s, when 82 percent of 
all the hotels in America either went broke or were obliged to refinance. So 
while our profits, at the peak, have been unusually low, the total wages paid 
have trebled, in spite of a decline in the number of employees and the number 
of establishments. 

I have heard continued references to the fact that nobody has any desire to 
bring any Federal minimum wage over retail or service establishments except 
“the big chains.” I do not hesitate to tell you that even the largest chains 
in the country are fearful that this additional increase in costs could definitely 
usher in a situation where they, too, were pricing themselves out of business. 

We understand that the Department of Labor expects to conclude its study of 
current wages in the retail field within 60 to 90 days. This detailed study should 
throw much light on the need for any arbitrary expansion of coverage into intra- 
state establishments. I think it is extremely unfortunate that there is so much 
pressure upon your committee to rush through legislation on this important 
subject before you have had the benefit of these new figures to guide you. 

Thank you, gentlemen, for this opportunity to state the case for our industry. 
We are in dead earnest when we say that the public, our employees, and hotel 
owners will all be the losers if you should blanket us under the Fair Labor 
Standards Act. 
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AVERAGE HOURLY EARNINGS IN THE HOTEL INDUSTRY 


(Source: Bureau of Labor Statistics, Department of Labor) 
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Senator Pure. If there are no other witnesses, the meeting will 
recess until 10 o’clock Monday morning in this same chamber, at 
which time I understand Mr. George Meany will be the first witness. 

(Whereupon, at 12:35 p. m., the hearing was adjourned, to recon- 
vene at 10 a.m. Monday, March 4, 1957.) 
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MONDAY, MARCH 4, 1957 






Unirep Srates SENATE, 
SuUBCOMMITTE ON Lapor OF THE 
CoMMITTEE ON Lanor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator John F. 
Kennedy, chairman of the subcommittee, presiding. 

Present : Senators Kennedy, Neely, Purtell, and Allott. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, as- 
sistant chief clerk; John S. Forsythe, general counsel; Michael J. 
Bernstein, professional staff member, and Joseph M. Stone, special 
counsel to the Subcommittee on Labor. 

Senator Kennepy. The subcommittee will come to order. 

The first witness this morning is Mr. George Meany, president of the 
AFL-CIO, and it is a great pleasure to have you here this morning, 
Mr. Meany. We are very anxious to hear what you have to say on 
these questions of expanding coverage on minimum wages. 

It is also particularly pleasant to have here our colleague, Senator 
Neely, who has been greatly missed. He is a valuable member of this 
subcommittee, and will be its chairman when he is able to resume with 
us fulltime. He is also a very valued and experienced member of the 
Labor Committee, and I am glad to have him here to hear your 
testimony. 


STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN FED- 
ERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZA- 
TIONS; ACCOMPANIED BY STANLEY H. RUTTENBERG, DIRECTOR, 
DEPARTMENT OF RESEARCH, AFL-CIO; ANDREW J. BIEMILLER, 
DIRECTOR, DEPARTMENT OF LEGISLATION, AFL-CIO; WILLIAM 
TYSON, MEMBER OF THE FIRM OF WOLL & TYSON, GENERAL 
COUNSEL, AFL-CIO; AND BERT SEIDMAN, ECONOMIST, DEPART- 
MENT OF RESEARCH, AFL-CIO 





Mr. Meany. Thank you very much, Senator. 

Mr. Chairman and Senator Neely, I appreciate this opportunity of 
appearing before this subcommittee to present the views of the Ameri- 
can Federation of Labor and Congress of Industrial Organizations on 
the urgent need for revision of the Fair Labor Standards Act to pro- 
vide coverage for millions of now unprotected, low-paid workers. 
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As we read the legislative road signs, this is the year in which this 
long-delayed action will come. 

C ‘jearly, broader coverage of the Fair Labor Standards Act can no 
longer be considered a partisan issue. The President, the legislative 
leaders of both parties, and the parties themselves in their 1956 plat- 
forms are publicly pledged to support legislation to provide this 
protection. Every responsible group in our society concedes the basic 
justice of the cause we plead. 

This is the cause of one-fifth of the workers in our Nation, workers 
who are now being paid less than $40 a week and who are dependent 
on this meager sum to provide a living for themselves and their fami- 
lies. Even by the conservative estimates of the Bureau of Labor Sta- 
tistics, this is far less than the minimum standard of decency in these 
days of high prices. 

Let me rake it very clear that we are not coming here to ask Con- 
gress to enact a pay raise for union members. The wage standards 
of union members for the most part are considerably above the present 
$1 an hour Federal minimum. We are speaking here for the unorgan- 
ized worker who, because he is unorganized, must look to Congress for 
alleviation of his substandard conditions. 

As we see it, the real issue before this committee and the Congress is 
not whether coverage of the Fair Labor Standards Act should be 
broadened, but to what extent it should be broadened. 

Looking at the problem logically, we find, first of all, that approxi- 
mately 20 million workers are now outside the shelter of this law. Of 
this total, about half—slightly more than 10 million workers—are 
employed i in intrastate commerce, by small-business firms or as hired 
hands on the small farms of the Nation. Despite their need, these 

categories of workers are outside the present legislative scope of 
Ciena. 

That leaves us, then, with about 10 million workers engaged in inter- 
state enterprises clearly within the Federal jurisdiction. “In general, 
they are the forgotten men and women in our economy—the clerks in 
the big chainstores, telephone-company employees, restaurant and 
hotel workers, and those agricultural and processing workers em- 
ployed by the big corporate farms. 

Today, these men and women have neither the protection of the law 
nor a trade union. To put it bluntly, they are being exploited. Their 
wages are set at the lowest. possible level to which their employers can 
force them. In our judgment, they are entitled, by every test of 
humanitarianism and justice, to the protection of the Fair Labor 
Standards Act. 

To accomplish this objective, the AFL-CIO supports without quali- 
fication S. 1267, a bill introduced by Senator Wayne Morse, of Ore- 
gon, and a number of other Senators. 

Of course, we believe that the Federal minimum wage should be 
raised to at least $1.25 an hour and that Congress should now begin to 
give serious consideration, in view of the advent of automation. to pro- 
posals for a shorter workweek. 

But, as we understand it, the chairman has said that these p: © ticular 
hearings will deal only with the question of coverage. We have no 
quarr el with that determination. While we consider the other matters 
of great importance, we have no desire to becloud the issue of broader 
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coverage with other aspects of improvement of the Fair Labor Stand- 
ards Act. 

Furthermore, may I say that I intend to deal in this statement only 
with the broad issues involved in this legislation. Mr. Stanley Rutten- 
berg, director of the department of research of the AFL-CIO, who is 
here with me today, will later supply you with documentary, statisti- 

cal, and analytical material i in support of our position. 

Mr. Ruttenberg also will give the details of a survey made by teams 
sent, out by the AFL-CIO in the last few months into such seattered 
communities as Asheville, N. C., Springfield, Mo., and Pottsville, Pa. 
These investigators tried to find out in human terms, not merely 
statistics, how families live on an income less than the present mini- 
mum wage. In a sentence, these investigators found the life of these 
families was the barest kind of existence. 

It has now become apparent that the main opposition to the enact- 
ey of S. 1267 will stem from these sources: 

. The minority of employers, who are too shortsighted to seek 
seater profits from the expanding purchasing power of a prosperous 
Nation, but prefer to base their business policy upon exploitation of 
their employees. 

2. Those in private and in public life who pretend to favor the ob- 
jectives of this legislation but insist upon placing such severe limi- 
tations upon its scope as to stultify and nullify those objectives. 

As to the first group, anyone familiar with the history of this legisla- 
tion will recognize and be forced to dismiss their chronic pleas. of 
poverty. In 1938, when the Fair Labor Standards Act was first 
adopted, we heard a great outcry from businessmen who predicted 
they would be driven into bankruptcy if they were required to pay 
aminimum wage of 25 cents an hour and comply with a 40-hour maxt- 
mum workweek. 

The profit record of American business since 1938 is the best answer 
to that sort of argument. We heard the same chorus from these 
prophets of doom when the minimum wage was raised to 40 cents an 
hour, then to 75 cents, and again last year ‘when it was increased to $1. 

Instead of the dire predictions coming true, we find, as we expected, 
that business has benefited as much as the workers directly affected 
from the establishment and the improvement of the minimum wage. 

The members of this committee should consider what happens to 
$40 a week received by workers who receive the bare minimum. I ean 
assure you it is not buried under a mattress or invested in yachts. 
It isspent. It is spent fast on food and clothing and other necessities 
of life. 

The farmer, the merchant, and the whole of American industry have 
prospered from the expanded purchasing power made possible by the 
Fair Labor Standards Act. That purchasing power is the fuel that 
makes the wheels go ‘round. 

If there were any actual danger that enactment of S. 1267 would 
have a damaging effect upon American business and industry, the 
AFL-CIO would not come before this committee to support it. We 
are not in business to put business out of business. Our interest is to 
create more jobs, not to destroy existing ones. 

We believe that to keep pace with our growing population and its 
growing needs, industry and the employment opportunities it affords 
must also expand—in fact, at a greater rate than at present. 
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The weak spot in our economy, as we see it, is the continued existence 
of substandard wages and working conditions among too many mil- 
lions of Americans, who are thus unable to buy and consume what they 
need. To that extent, and that extent only, we have a selfish interest 
in advocating this legislation. This is precisely the same interest that 
every responsible employer, farmer, and Government official should 
have. 

For these reasons, I am confident that this committee and the Con- 
gress will reject the unrealistic petitions of employers who plead 
inability to pay minimum wages. PEL 

However, the opposition that comes from those who give lipservice 
to the objectives of this legislation is far more subtle and plausible. 

Two years ago, when Congress was considering an increase in the 
minimum wage, President Eisenhower said in response to a question 
at a White House press conference : 


We wanted to put our emphasis, if this were possible, on the spreading of this 
minimum wage rather than raising it, because the minimum wage today, in any 
covered industry, affects very, very few people. But there are many, many 
thousands living who are not covered by the minimum-wage field at all. 


We were greatly encouraged by ee of the President, espe- 
cially when he subsequently reiterated this view in his state of the 


Union messages and when Secretary of Labor Mitchell also publicly 
advocated broader coverage for the Fair Labor Standards Act. 
Therefore, we were extremely disappointed and surprised when the 
Secretary of Labor appeared before this committee on February 25 
and unveiled for the first time the administration’s long-awaited spe- 
cific proposals. 
As we analyze the Secretary of Labor’s recommendations, this is 


what we find: 

1. Coverage of the minimum-wage provisions of the law would 
be extended to 2,500,000 additional workers, only 10 percent of whom, 
or 250,000, are now getting less than $1 an hour. 

2. Further, the maximum-hour protection of the law would still be 
denied to these workers. 

3. No relief at all was recommended for the other 7,500,000 workers 
who would be covered under the provisions of S. 1267. They would 
still be left outside the pale. 

This narrow, restricted, and unrealistic program—if you will par- 
don the word—is keyed to a new and trick definition of what consti- 
tutes interstate commerce within the meaning of this law. 

Now, as you know, S. 1267 would exempt from coverage of the law 
any retail or service enterprise which does a gross annual business of 
less than a half million dollars or which has four or fewer branches. 
That means that any such firm would be considered a small business 
and its employees would remain outside the scope of the act. 

From our point of view, that is a rather generous definition of what 
constitutes small business, but we felt we could go along with it. We 
do not believe the Federal Government should exercise the same regu- 
latory powers over the corner grocery or drygoods shop as the big 
chainstores. 

Furthermore, the National Labor Relations Board, under this ad- 
ministration, in an attempt to remove small business from its jurisdic- 
tion had adopted very restrictive standards. 
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But the Secretary of Labor went a lot further than the National 
Labor Relations Board. He proposed a new standard to this commit- 
tee—a million dollars or more of incoming merchandise or supplies 
moving directly across State lines. Not a half million dollars, but a 
million. Not sales, if you please, but supplies. Supplies are bought at 
wholesale cost, which is about 40 percent under retail prices. 

Thus, the Secretary of Labor’s figure is equivalent to $1,600,000 of 
sales, as against $500,000 of sales as provided in S. 1267. And it is by 
this convenient expedient, perhaps too technical for the layman to 
understand, that the Secretary of Labor, who professes to support the 
objectives of this legislation, would deny its protection to 7,500,000 
workers who need it most. 

The Secretary of Labor told this committee that he opposed applica- 
tion of the maximum-hour provisions of the law to the 3,000 enter- 
prises which would be covered by his proposal only on the minimum 
wage because that would present, as he put it, “peculiar and serious 

roblems” and would be “very difficult” for some of them. 

T submit that if the great majority of American business firms can 
cope with the problem of paying overtime for overtime work, so can 
these enterprises. The whole trend in industry and the urgent need 
of the future is for a shorter workweek; yet the Secretary of Labor 
would permit these exempted firms to maintain working hours in 
excess of 40 a week without penalty. 

Permit me to quote a single paragraph on this general subject from 
an editorial in the Baltimore Sun, Wednesday, February 27. It said: 

Whatever claims could have been made in the past against minimum-wage 
legislation in interstate commerce, the Fair Labor Standards Act has been on 


the books since 1938 and the special exemptions enjoyed by certain industries 
will be increasingly hard to defend. 


In the considered judgment of the organization I represent, those 
exemptions are now indefensible; and we, therefore, earnestly urge this 
committee and the Congress to enact S. 1267 without weakening limi- 
tations and without undue delay. 

Thank you very much. 

Senator Kennepy. Thank you very much, Mr. Meany. 

Senator Neely, do you have any questions ? 

Senator Nrety. Mr. Meany, I thank you sincerely for the informa- 
tion which you have supplied. 

You speak not only for your own organization, but as a devoted 
humanitarian for all the toiling men and women of the Nation, whether 
organized or unorganized. 

In my opinion, you have made an unanswerable argument in favor 
of the pending bill of which I have the honor of being one of the 
sponsors. . Your testimony has been enlightening and impressive. 

Fortunately for the prospective beneficiaries of the proposed legis- 
lation, our subcommittee is presided over by a great friend of labor— 
the profound and brilliant Senator Kennedy of Massachusetts. 

Senator Kennepy. Mr. Meany, it is your opinion that, as I under- 
stood your testimony, only a couple of hundred thousand people would 
be affected by the recommendations of Secretary Mitchell out of the 
24 million for whom he recommended an extension of coverage. 

Would you not say even those two-hundred-odd thousand, if that is 
the figure, are not receiving very much less than a dollar 

89646—57——17 





238 MINIMUM WAGE PROTECTION 


Mr. Meany. That is right. 

Senator KENNEDY (continuing). So actually it is not going to mean 
very, much from the point of view of increasing purchasing power, 
and it is really not going to mean very much to the workers who would 
be affected. 

We have been hearing for 3 years, in this subcommittee, about the 
recommendations of the administration as far as extending coverage, 
I know that Mr. Mitchell has made many statements during the last 
7 or 8 months about that subject. 

Was it not the expectation of the AFL-CIO that a substantially 
greater number would be included in the recommendation of the 
Secretary as far as coverage went ? 

Mr. Meany. Well, we were led to believe, by the statements of Mr, 
Mitchell and the President, that they really meant to include prac- 
tically all the people that have been included by Senator Morse and 
his associates under his bill. 

And, as I say in this statement, we were greatly disappointed when 
the recommendations finally came out, because they do not reall 
approach this problem at all, from our point of view. I find nothing 
in their recommendations that runs to what you might call the hemae 
tarian angle in this. 

After all, we have got to consider business, and in an economy such 
as ours we have got to consider small business. But the major pur- 

i ainly has something to do with our 
eniaiee ibs major purpose of this law, to my way of thinking, isa 
humanitarian purpose ; that we would not be interfering with business 
at all unless there was some humanitarian angle to this, and that is 
that people just can’t bring up their families in a decent American 

way on this low wage that is s being paid in certain areas of the country, 
and in certain industries. 

Now, in addition to the humanitarian angle, there is the very sound 
business proposition which I mentioned in this statement, that the 
very base of this whole economy of ours is purchasing power. 

I am told, of course, from time to time, and in re: iding articles and 
statements made by representatives of business organizations, that the 
key to our economy is business, big business that “makes jobs. 

Well, I submit that you just can’t make jobs, you can’t make any- 
thing unless you have got somebody to purchase the things that you 
make. And I feel that the key to the economy is to be found at the 
bottom of the economic structure, the key to the economy is the mass 
purchasing power in the hands of the great mass of people in this 
country. 

And this law, this law runs right to the bottom of the structure. 

As I point out, this does nothing directly for the people who are 
organized. People who are or ganized have been able to take care of 
themselves to a degree. They at least have somebody to talk for 
them, and this bill does not directly affect their wages. 

But we cannot close, do not close, our eyes to the ‘fact that indirectly, 
indirectly every one of our organized workers has a stake in this bill, 
and it is the same concern that the businessman should have and the 
farmer and everybody else should have, that we are developing a 
greater amount of purchasing power at the bottom of the economic 
structure ; that every dollar that goes to these people in additional 
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wages goes right into the economic bloodstream of the country; that 
it is not si alted away ; that it is used. 

People who are getting $40 a week or a dollar an hour certainly do 
not have any great opportunity to salt any money away. Their 
money goes right into the economy in the way of purchasing power. 

We have a “direct t, overall interest in that, and everybody in the 
country, bankers, employers, and everybody else, should have the 
same interest, because this dynamic economy that we have got in this 
country cannot stand still. it has got be move forward. It “has got to 
move forward at a steady rate eac he yea 

And as the productive capacity increases through the introduction 
of new methods, new machinery, well, so must our purchasing power 
increase along with that increase in our productive c: apacity ; and 
if it doesn’t, why, we are going to go into an economic tailspin. 

So we have this, as I say, certainly we don’t pretend to have an 
altruistic interest. We have a humanitarian interest in the affairs of 
everyone who works for wages, but we have a very practical interest 
in increasing the mass purchasing power upon which this country 
depends to keep its economy going. 

Senator Kennepy. As I gather from your statement, do you not 
agree that perhaps the most serious omission is the failure to make 
any recommendations dealing with overtime ? 

Mr. Meany. That is also very serious. 

Senator Kennepy. If the 214 million people, with the exception 
of perhaps 200,000, are already receiving the dollar, then the primary 
benefit they might get from being included in the cover age would be 
the overtime. 

Mr. Meany. Yes, it would be coming in the overtime provisions 
which Secretary Mitchell recommends be denied to them. 

Senator Kennepy. I think we can go into more detail on some of 
these technical points of coverage with the counsel, but I think prob- 
ably Senator Purtell—— 

Senator Purreti. I want to say I am glad to see you again, Mr. 
Meany. 

You state that the minority of employers are opposed to S. 1267. 
On what do you base that statement, Mr. Meany? Are you implying 
by that statement also that a majority of employers support it ? 

Mr. Meany. Yes, I am. 

Senator Purrett. On what do you base that, Mr. Meany ? 

Mr. Meany. Well, I base it on the fact that the majority of em- 
ployers have responded to this idea of increasing purchasing power 
over the years by signing agreements with labor, and that results in 
this increased purchasing power. 

Senator Purre... It is not a result of any survey you have made? 

Mr. Meany. Not any special survey; no. 

Senator Purret.. So it really is more or less of an assumption, is 
it not ? 

Mr. Meany. I think it is an assumption, but I am quite sure it is 
an assumption which can be backed up by fact. 

Senator Purrett. May I ask another question ? 

Mr. Meany. After all, Senator, when an employer signs an agree- 
ment to raise wages, after collective bargaining negotiations, we have 
got to assume that he was just not forced at the point of a gun. That 
he can see something good in increased wages can be seen from the 





240 MINIMUM WAGE PROTECTION 


tact that most of the negotiations are prefaced by offers on the pact 
of the employer to increase wages. 

Senator Purreti. Well, I agree that it usually is not at the point 
of a gun. 

You said coverage of the minimum-wage provisions of the law 
would be extended to 21% million additional workers, only 10 percent 
of whom, or 250,000, are now getting less than a dollar an hour—— 

Mr. Meany. Yes. 

Senator Purtriy, (continuing). Can you tell me where you got 
those figures ? 

Mr. Meany. Yes. We got them from our statistical bureau. We 

‘an document that. I understand that that was Mr. Mitchell’s own 
figure, which they are now in the process of revising. They have 
found some way to run it up to 15 or 16 percent. But. those were 
Mr. Mitchell’s figures. 

Senator Purretn. As I recall, when the testimony was given here 
by Mr. Mitchell—and my memory may not serve me as well as I 
believe it does—I do not think he made any statement about 10 percent 
or 250,000 only being covered. And I wondered whether that was the 
result of some figures that you had compiled; and if so, if you could 
give our committee the benefit of those figures. 
~ Mr. Meany. Iam quite sure we can document that. 

[ think—I would like to check that—I think Mr. Mitchell did use 
that figure. 

Senator Purteitzi. Well, the record will show. 

One more thing, Mr. Meany. 

Mr. Meany. Yes. 

Senator Purreiy. May I assume that by setting the $500,000 sales or 
the man-days tests in the proposal you refer to, that you agree in 
principle with the propriety of such arbitrary, set cut-off points, 
regardless of the nature of the business involved¢ And I judge you 
do, by your testimony. 

Mr. Meany. Yes—— 

Senator Purrety. To distinguish between the Federal and the State 
jurisdiction; is that correct ? 

Mr. Meany. Yes. 

Senator Purreiy. If that is so, then you will agree that reasonable 
men could disagree as to where these cutoff points could be set and as 
to the facet of business in which they should be applied ? 

Mr. Meany. I assume so, yes. 

Senator Purre.t. So that there could be a disagreement between 
reasonable men as to where we should have a cutoff point ? 

Mr. Meany. That is correct. I think this, however: that the Senate 
and the Congress, in deciding on this point, should certainly take 
into consideration the number of people who would be denied protec- 
tion under one form as against another. In the final analysis, insofar 
as the worker is concerned, when he comes home and tries to bring 
up his family on $40 a week or less, it doesn’t alter his problem insofar 
as he is concerned or his family is concerned, if he happens to be 
working for a million dollar corporation or a hundred thousand dollar 
corporation, his problem at home is just the same. 

Senator Purrety. Mr. Meany, I am in complete agreement with 
you, as I think my votes on the Senate floor indicate. However, we 
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are trying to find out how to do this, and do it best without hurting 
the economy and not incidentally getting into an area where we prop- 
erly and probably do not belong, limiting it to the area where the 
Federal Government should operate. 

Let me ask you this: As a practical matter, is it not true that many 
small retail businesses will be covered by applying the $500,000 annual 
sales test? Small retail business will be covered by applying this 
small annual retail sales test ? oie 

Mr. Meany. It depends on what you call “small.” I think $500,000 
is a pretty liberal figure there. 

Senator Purreni. Then what you really come down to, again, is 
what I refer to as an area in which reasonable men can disagree. 

Mr. Meany. That is right. 

Senator Purre.t. Now 1 or 2 more questions. 

In the retail and servicing area, you propose a cutoff designed to dis- 
tinguish between large and small business, and you set this standard 
that we have been referring to. 

Mr. Meany. Yes. ; 

Senator Purreii. Though it would leave covered many establish- 
ments and only a handful of employees. If such a distinction is 
proper, then why does your bill cover without distinction all small 
newspapers, loc al transit companies, agricultural processing opera- 
tions, smal] telephone exchanges, small taxicab companies, and small 
lumbering and forestry operations! 

Mr. Meany. Well, the $500,000 limitation applies only to retail 
trade and service. 

eeiee Purreni. That is right. 

Meany. Well, you refer to them as small, and I say again, that 
is a "question of judgment in which you say reasonable men can dis- 
agree, uid perliaps also agree. 

“Senator Pcrreny. Let me get back to some of these areas we have 
covered. In many rural areas, there are cooperatively owned tele- 
phone exchanges. We had some testimony here the other day about 
the telephone exchanges. The switchboard is in a home, and it is 
operated by a house wife in conjunction with her domestic duties. 
Why should she be subject to the minimum wage and overtime re- 
quirements of the act? How could you possibly determine, Mr. 
Meany, the number of hours she worked in performing her switch- 
board duties? This is one of those additional problems which will 
come up if we extend the coverage as you propose we do. 

How would you treat that situation? How would you determine 
what her overtime was, the number of hours she worked in performing 
switchboard duties, and so forth? 

Mr. Mrany. Well, I think the Labor Department would have ma- 
chinery which would handle that. 

Senator Purreit. And you think it should be done? 

Mr. Meany. I think in that case I say. yes. The fact that she works 
in her home should not be controlling. 

Senator Purret.. You would, then, set up some arbitrary means of 
measuring the time she devoted to the switchboard, even though she 
was operating 

Mr. Meany. I would. If I were a Labor Department official, I 
think I would be able to find some means of measuring the time. 
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Naturally, I wouldn’t say they would have to be arbitrary means, 
I think there would be some rules you would have to go by. 

Senator Purrety. You feel, Mr. Meany, No. 1, she ‘should be covered 
and, No. 2, it should be done?’ 

Mr. Mrany. Yes, that is right. 

Senator Purretx. Am I also correct, Mr. Meany, in the deduction 
that you propose to cover farmers employing about six hired hands 
on the average? And, if that is so, is this your definition of large, 
industrialized farms? 

Mr. Meany. Of course that is not my definition of a large, indus- 
trialized farm. 

Senator Purret. But your proposal might well cover it. 

Mr. Meany. I don’t know whether it would or not. You Say six 
hired hands would cover this? 

Senator Purreti. Under some conditions, it might well do so. 

Mr. Meany. Well, I would say it should be covered if they come 
in this definition. 

Senator Purrets. And you think it also should cover or apply to 
related seasonal processing and handling operations. And incident- 
ally, I might say we had some testimony the other day which pre- 
sented some problems to us, such as hotel, restaurant, and laundry 
owners, and employers of outside salesmen and buyers, and some news- 
boys, and many retail store owners who would have to pay time and 
a half or a dollar and a half or more to all of their employees over 
40 hours and, incidentally, to keep the necessary records. 

I point those out, Mr. Meany, because I wondered whether you 
intended to cover those too as the law would cover them. 

Mr. Meany. If they come within the definition in the Morse bill, 
yes, the answer “Yes.” 

Senator Purretit. What effect do you think, then, the broad ex- 
tension of coverage proposed in S. 1267 would have on agricultural 
processing industries ? 

Mr. Meany. I think it would have a very good effect on the people 
who work there. 

Senator Purret.. But it would be coupled with the elimination of 
the agricultural processing exemptions in these industries where they 
might not be covered. In other words, do you think it is wise to cover 
country grain elevators, let us say, and small processing plants em- 
ploying 3 or 4 employees? 

Mr. Meany. Well, I don’t know how you get the small processing 
plants with three or four employees into this figure. 

Senator Purrey. If they meet the criteria of the bill. 

Mr. Mrany. If they meet the category, I think they can afford to 
keep the records. } 

Senator Purre.y. Those are all the questions I have. 

Senator Kennepy. Senator Allott? 

Senator Atiorr. Mr. Meany, I have before me the testimony of the 
Secretary before this committee. In response to a question of Mr. 
Kennedy, Senator Kennedy, which was as follows: 

Yes, but there is no doubt of the constitutionality. How m: any of these 2% 


million workers whom we would bring in do you feel, according to your latest 
figures, are getting less than a dollar an hour? 
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Secretary MircHeri. That we do not know specifically. The information 
which we do have, which is not accurate entirely, would indicate that there may 
be some, but we feel that the effect of the dollar in the area that we have recom- 
mended will not seriously affect the employment of these people nor the enter- 
prises in which they are employed. 

Then I have before me a letter from him to Senator Kennedy in which 
he states, in the second paragraph: 

You requested information as to how many of the employees who would be 
brought under the act by the Department’s proposal are pajd less than $1 an 
hour. Our judgment is that the number is in the neighborhood of 400,000. 
A more precise estimate will be developed after the results of the retail trade 
wage survey have become available. 

I just bring this out because I do not find, and the staff was appar- 
ently not able to find, the 100,000 figure which you said the Secre- 
tary testified to before this committee. 

Mr. Meany. Well, I find this in the record, that Senator Kennedy 
made the statement: 

Is I understand it, even though you are going to provide us with additional 
figures, it is your judgment pretty much that firms as large as the ones which 
we are now talking about, $1 million, and a hundred employees, are those 
excluded or not? 

Senator Attorr. Could I ask you what page you are on? 

Mr. Meany. Page 25. 

Senator Kennepy. Do we have a copy of that letter from Mr. 
Mitchell ? 

Senator Atnorr. Iam sure you must have. 

Senator Kennepy. None of the staff seems to have it. 

Mr. Meany. Mr. Mitchell made this statement: 

I believe that nationwide—You may recall when the dollar minimum wage 
was instituted in the industries already covered, I believe that nationwide only 
about 10 or 12 percent of the employees so affected were getting less than $1. 
That is from his own testimony. 

Senator Kennepy. Can we just hold up a minute? 

Mr. Meany. Then he makes this—— 

Senator Kennepy. Could you just hold up a minute? 

Senator, we do not have the letter. Now the staff tells me they 
donot have a copy of the letter. I have not seen the letter. I wonder 
if we could all have a copy of it before we get into discussion. 

Senator Attorr. I will be happy to put it in the record. I will 
put the whole thing in. 

Senator y echohgge Where did you get the letter, Senator ? 

Senator Atxorr. I do not know. My staff, the legislative assist- 
ant—— 

Senator Kennepy. I would like to ask the clerk of the committee 
if he received a letter in regard to some of the requests we made last 
week, 

(The letter referred to had not at that time been received by the 
committee clerk.) 

Do you want to read the letter, the part dealing with that, again, 
Senator ? 

Senator Atiorr. As long as the staff apparently does not have the 
letter. This is my copy, which is an undated letter, but it is marked 
in my office March 4, 1957, which is this morning. 
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Hon. Joun F. KENNEDY, 
United States Senate, 
Washington 25, D. C. 

DeEAR SENATOR KENNEDY: This is in response to your requests of the Secretary 
of Labor on which he agreed to submit additional available information. Jp 
accordance with the subcommittee’s desire to avoid duplication, materials gyb. 
mitted to the subcommittee in 1955 are not resubmitted here. 

You requested information as to how many of the employees who would be 
brought under the act by the Department’s proposal are paid less than $1 ap 
hour. Our judgment is that the number is in the neighborhood of 400,000, 4 
more precise estimate will be developed after the results of the retail trade wage 
survey have become available. 

You also requested an estimate of the proportions of taxicab and construction 
workers not now under the act who would be brought under the act by the 
proposal. For taxicab workers, the estimate is about one-fourth, for construe. 
tion workers, about one-tenth. 

In addition to the above items, materials are also submitted herewith on the 
following : 

Information on hours of work, together with a Census publication containing, 
in table Il, industry detail on hours worked. 

Comment on State minimum budgets for single women living alone. 

I am unable to estimate the proportion of workers receiving less than $1 an 
hour in the group which could “constitutionally” be covered by the Fair Labor 
Standards Act if the language of the Taft-Hartley Act were used, because the 
constitutional line that would thus be drawn has been outlined by the Supreme 
Court only in certain areas coming within the fact situations involved in the 
particular labor dispute cases that have been decided. I have, however, under- 
taken to provide reference to materials relating to earnings of workers who 
would be brought under coverage of the act by the definitions contained in S. 1267, 
introduced by Senator Morse, and am enclosing additional publications that 
might be helpful to your committee in this connection. 

Also enclosed are summaries and publications on minimum wage and overtime 
requirements under State laws. 

Sincerely yours, 
NEWELL Brown, Administrator. 

(See p. 46 for enclosures accompanying Mr. Brown’s letter.) 

Senator Kennepy. Thank you, Senator. 

I suggest to the Department of Labor representative here that, in 
the future, letters be submitted to the committee staff so that all mem- 
bers may recelve a copy. 

Would you continue with the questioning, Senator. 

Senator AtLorr. Yes. I do not suppose there is any objection to 
delivering copies of communications to the staff of members of the 
committee. 

Senator Kennepy. Not a bit, but I would also like to have it de- 
livered to the committee staff. 

Senator Atxiorr. I wanted to get back to the questions that I 
started to ask, Mr. Meany. 

First of all, Mr. Meany, I would like to ask you this question: Was 
S. 1267 drawn by your staff? 

Mr. Meany. I don’t know. I don’t think so. I would suggest you 
ask Senator Morse. He might be able to tell you who drew it. 

Senator Atxorr. Well, I am just asking you. 

Mr. Meany. Well, I say I don’t know; and Mr. Ruttenberg tells 
me it was not. 

Senator Axxorr. Let’s get to this matter about the size of these 
various things. 

Senator Purtell has already pointed out that reasonable minds may 
differ as to the amounts that may go into it. Now, would you consider 
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a grocery store which has about a 140-foot total length and 25-foot 
width a big business ? 

Mr. Meany. Would I consider that a big building? 

Senator Atiorr. A big business. 

Mr. Meany. I couldn’t, certainly couldn’t, judge by the size of the 
store. 

Senator AxLLorr. Well, I just—you are very outspoken in what you 
consider to be big business. 

Mr. Meany. Well, I can show you stores 

Senator AtLorr. Do you think a grocery store—— 

Mr. Meany. I can show you stores that are smaller than that which 
are big business. 

Senator Atitorr. Do you know of grocery stores smaller than that 
which are big business ? 

Mr. Mrany. No. I said in my statement we do not propose to 
cover the corner grocery store. 

Senator AtLorr. Would you consider the grocery store which did 
business in a store with a 25-foot front a big business? 

Mr. Meany. No, I would say normally not. It would depend, of 
course, on how much business they have done. 

Senator ALLorr. Do you know there are grocery stores of that size 
which do a gross business of over $500,000 a year ¢ 

Mr. Meany. I certainly don’t know. 

Senator AtLorr. I will tell you that there are. 

Now, on what basis—— 

Mr. Meany. The food stores that are covered by this bill are less 
than 4 percent of all the stores. 

Senator Atiorr. Do you consider that a food store, for example, 
which sells in, well, in some little town in Ohio, or any other little 
town in this country, competes with a food store in Colorado or a food 
store in San Francisco ? 

Mr. Meany. No. 

Senator Attorr. Now, what I am trying to get at is this: On page 
3 of S. 1267, at the bottom of the page, if you wish to refer to it, do you 
know of any Supreme Court decision which would tend to broaden 
the meaning of “commerce” to those activities which compete with any 
activity in commerce ¢ 

Mr. Meany. Mr. Tyson here says that there are cases. 

Senator Axiorr. Says that what ? 

Mr. Mrany. He said yes, that there is a case which uses that same 
definition. 

Senator Axvorr. I would like to have the case. 

Mr. Meany. United States v. Wrightwood Dairy Company. 

Senator Axxtorr. United States versus what ? 

Mr. Meany. Wrightwood Dairy Company. 

Mr. Tyson. Three Hundred and Fifteenth United States Reports, 
page 110. 

Senator Axtorr. Three Hundred and Fifteen, United States 
Reports, page 110. 

What was the finding of the Court, could we have the language 
there which says this? 
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Mr. Tyson (reading) : 


Where the Supreme Court sustained the authority of the Secretary of Agr. 
culture to regulate the price and marketing of milk produced and sold intrastate 
which competed with the sale of milk moving from another State into that State, 

Senator Atrorr. What is the language of the Court? 

Mr. Tyson. I don’t have the decision, but that is what the Court 
said. 

Senator Attorr. You are just reading from a case note then? 

Mr. Tyson. I am reading from a memorandum which was written 
on that subject; yes, sir. 

Senator Atxiorr. Who wrote the memorandum ? 

Mr. Tyson. I did. 

Senator Atxorr. Do I have the citation, Three Hundred and Fif. 
teenth United States Reports, page 110 right ? 

Mr. Tyson. Right. 

Senator Atxorr. In other words, Mr. Meany, and I want to read 
this whole paragraph into the record, paragraph (p) of S. 1267 

“Activity affecting commerce” includes any activity in commerce, necessary 
to commerce, or competing with any activity in commerce, or where the pay- 
ment of wages at rates below those prescribed by this act burdens or obstructs 
or tends to burden or obstruct commerce or the free flow of goods in commerce, 

Now, I would like to ask you this question: Under that definition, 
can you conceive of any business that is not within this definition? 

Mr. Meany. Mr. Tys son will testify about that. 

Senator Axxorr. I would like to ask you, Mr. Meany. 

Mr. Meany. This is substantially the same definition used in Taft- 
Hartley, the Labor-Management Relations Act. 

Senator Anrorr. In what? 

Mr. Meany. Inthe Labor-Management Relations Act. 

Senator Atxiorr. I beg your pardon, sir, but it is not. This is 
actually a greater broadening and widening of the powers of the Fed- 
eral Government than has ever been anticipated. 

Personally, I do not think it would hold up in the courts 2 minutes, 
but that is just 1 person’s opinion. But the point of it is that if 
Congress can regulate all of the business of the United States as out- 
lined and defined by subparagraph (p.) of S. 1267, the State laws and 
State entities no longer have any significance. Do you realize that, 
sir? 

Mr. Meany. No; I don’t make that same interpretation that you 
put on it. 

Senator Atiorr. Then will you answer my question as to any busi- 
ness which cannot be regulated under this clause ? 

Mr. Meany. You mean under this clause as it relates to the whole 
act, or under this bill as it is written ? 

Senator Atiorr. Under this clause as it is written. 

Mr. Meany. Well, of course, if you are to take the position that 
we were going by this clause without anything else in the bill, of 
course the answer is “No; there is no business that wouldn’t come 
under it.” But naturally the other portions of this bill do place 
limitations. 

Senator Atiorr. Then the only limitations which are placed in the 
definitions of this bill upon the right of Congress to control business 
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and regulate so-called commerce in the United States is on an arbi- 
trary basis of the size of sales or the size of the inflow of goods or 
the number of employees or the numbers of places of business? Have 
you answered that question, sir? 

“ Mr. Meany. I answered the question; yes. 

Senator Atiorr. I did not hear it; 1 am sorry. 

Mr. Meany. You asked the question, did I know of any business 
that would be outside the scope of Congress’ activity under this defini- 
tion, lacking any other prohibitions or eliminations in this law, and 
the answer was, “No.” 

Senator Arnorr. All right, sir. Then the only prohibitions and 
the only restrictions, if this were the law of the land, upon the ability 
of Congress to regulate and control commerce, wherever it occurred, 
would be because of an arbitrary value placed on it, as in S. 1267 of 
$500,000 in sales and 4 places of business; is that not right ? 

Mr. Meany. No; that is not right. 

Senator Atiorr. What else would it. be? 

Mr. Mrany. All right. The exemptions are spelled out in the bill, 
Senator. 

Senator Atxuorr. That is right, and on page 7 of the bill, at the 
bottom of the page, it says specifically what I just quoted to you, sir, 
and I do not intend to try to misquote to you: 

(2) Any employee employed in any retail or service establishment by an 


employer having neither more than 4 such establishments nor more than a 
total annual dollar volume of sales of goods or services of $500,000. 


Mr. Meany. Yes. 

Senator Atiorr. So that the statement I made, which was that if 
the concept of this bill was adopted, Congress could control and 
govern and regulate all commerce of every kind and description ex- 
cept as it was limited by this arbitrary $500,000 and 4 places of 
business, is true, is it not? 

Mr. Meany. You mean in retail trade and services? 

Senator Atuorr. Yes. 

Mr. Mrany. But there are other businesses outside of that. 

Senator Attorr. Yes, but let’s talk about retail trade and services. 

Mr. Meany. Yes. 

Senator ALtLorr. Now, if Congress can pass a law under the so-called 
commerce clause—and “interstate commerce” does not occur in the 
Constitution—which includes not only businesses which are in inter- 
state business but which can even include all businesses which, as the 
act says, compete with any activity in commerce, Congress than has 
right to pass laws regulating all businesses and all matters of com- 
merce—— 

Mr. Meany. Well, that is something 

Senator ALLorr (continuing). According to your point of view. 

Mr. Meany. That is something that would have to be argued by the 
lawyers, and I sure that you will find lawyers who will agree with 
your interpretation, and those who won’t agree. 

Senator Atiorr. Well, I am not worried about that, Mr. Meany. 
Now, you are one of us. Do you agree that the State laws and the 
significance of States should be completely broken down ? 

Mr. Meany. No; I donot. You know that I don’t. 

Senator Atorr. I do not know, sir. 
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Mr. Meany. Well 

Senator Atxorr. I do not know you that well. 

Mr. Meany. Perhaps that was a mistake to say you know. I might 
say you should perhaps know it. 

Senator Attorr. Well, I don’t know. Have you ever written any 
articles on this subject? j 

Mr. Meany. I have made some talks on it; yes. 

Senator Attorr. Then, since you do not believe in that, there is no 
justification for such a clause in this piece of legislation, is there ? 

Mr. Meany. No; that is not so. You claim that this gives Congress 
the right to go into intrastate business. That is your opinion. T hat 
is not “the opinion of the people who are backing ‘this bill, and it cer- 
tainly is not the opinion of our people who analyzed the bill. 

Senator Atxorr. Well, I do not know who analyzed it. I know 
that I can read English, and I know what it says, and I have asked 
you to specify a business which that would not include, exclusive of 
other things, and I would like to know what they are. 

Mr. Meany. Well, it does not include 96.3 percent of all the food- 
stores in the country. 

Senator AtLorr. Now, wait a minute. 

Mr. Meany. It does not include 99 percent of the eating and drink- 
ing places in the country. It does not include 98 percent of the ap- 
parel and accessories stores in the country. It does not include 99.8 
percent of the gasoline stations in the country. It does not include 98.8 
percent of the ‘drugstores i in the country. 

Senator Arzorr. All right. Now, let’s just—I cannot take those 
down as fast as you talk, ‘but I would like to pick up the first two, 
which I think I have. 

Mr. Meany. And if you listened to my statement you will find out 
that the bill we are supporting doesn’t touch one-half of the 20 million 
people who are now out ; it doesn’t touch them at all. 

Senator Atiorr. Well now, this is not responsive to the proposition 
which—you say this does not touch 96.3 percent of the food stores. 

Now actually, Mr. Meany, if you assume a food store which is com- 
petitive, every other store in that town is competitive with it, is it not? 
In other words, if you have a food store in a town which does come 
under the interstate- -commerce provision, every other food store in 
that town is in competition with it. 

Mr. Meany. Well, they are exempt by this bill if they have got less 
than $500,000 in sales. 

Senator Atxorr. You are throwing back in an arbitrary feature 
here, which I say Congress does not have the right to do. 

Mr. Meany. All right, then, your argument is that all the food 
stores in a town are competitive. 

Senator Atsorr. Yes. 

Mr. Meany. I will assume that is so: I will assume that is so. 

Senator An.orr. And, to the extent that a clothing store is there 
which is under the interstate regulation or subject to interstate regu- 
lation, it is in competition with all other stores. 

Mr. Meany. I don’t know whether that generalization can be ac- 
cepted. I mean, there are lots of clothing stores in this town that are 
not in competition with other clothing stores because they are in a 
different field. different neighborhood, carry different lines of goods. 
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Senator Autorr. Well, to a rough extent, they are all competitive 
with each other. 

Mr. Meany. Well, that is a question. 

Senator Atxorr. I do not think it is. 

Now, you made the statement, which I was very interested in, that 
you cannot make jobs without high wages and without purchasing 
power, and I agree to that. 

Mr. MEANY. “Yes. 

Senator ALLorr. But you cannot make jobs, either, without capital 
investment ; can you / 

Mr. Meany. No; of course not. 

Senator ALLorr. Do you happen to have figures there on the average 
capital investment for all American workers ! 

Mr. Meany. No; I haven't. 

Senaor Aruorr, Would you say, Mr. Meany, that your proposal 
would be, in terms of inflation, more or less inflationary than that 
made by Secretary Mitchell ? 

Mr. Meany. I haven’t examined it. I just don’t think this money 
is inflationary. Now, of course, that may be a question of opinion. 
But I think that money which goes in the pay envelopes of people 
getting less than $40 a week cer tainly is not inflationary. 

Senator Attorr. Well, then, the Secretary’s proposal would not be 
inflationary, either; is that aorrect, judging by what you said? Could 
you give me any examples of employers whose wage rates tend to 
burden or obstruct commerce or the free flow of goods in commerce ? 

Mr. Meany. Can I give you examples? Yes; I will be glad to sup- 
ply you with material on that. 

Senator ALvorr. Well, I mean, could you do it here? 

Mr. Meany. No. 

Senator Attorr. Could you name any employer who would not be 
covered under this burden proviso of the law ¢ 

Mr. Meany. Well, you are talking about firms in retail trade now? 

Senator Anuort. Yes. 

Mr. Meany. Well, naturally Woolworth would be covered, Kresge, 
Grant’s, Newberry, Safeway ; Sears, Roebuck, and I would say outside 
of the large firms, very few would be covered. 

Senator Aviorr. For ex cample, I believe Terminal Barber Shops 
here have four barbershops in town. They might be covered. Are 
they not in direct competition with your barbershop or any other 
barbershop in town? 

Mr. Meany. They would be covered if they had $500,000 worth of 
business; yes. 

Senator Atiorr. Well, assume that they do. 

Mr. Meany. Well—— 

Senator AuLorr. And yet they are in direct competition with locally 
owned, mostly single-unit barbershops, are they not? 

Mr. Meany. Well, certainly not to their disadvantage. If they are 
in competition, they are doing pretty well, and it is quite obvious this 
bill would not affect them, because they are all making more than a 
dollar an hour anyway. 

Senator Atiorr. Incidentally, I believe that S. 1267 provides in the 
disjunctive, they have 4 places of business or $500,000, either one, is that 
not right? I think that is correct. So it would not matter whether 
they had $500,000 or not. 
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Do you think that this should apply to such firms, for example, as 
local automobile firms, purely local in character? 

Mr. Meany. Well, I think it should apply to a certain percentage of 
them. 

Senator Atxorr. In other words, if their total sales came to over 
$500,000 a year? 

Mr. Mrany. It wouldn’t affect 84 percent of them, 83 percent of 
them. It would only affect about 16 percent. 

Senator Atorr. Are those figures in Mr. 

Mr. Meany. They are alli in the brief we are going to submit. 

Senator Atxorr. They are in Mr. Ruttenberg’s statement ? 

Mr. Meany. Yes. 

Senator ALvorr. Since we did not have a copy of Mr. Ruttenberg’s 
statement or yours, either, perhaps the answer to this is in it, I do not 
know, but I would like to know: Have you estimated how much, in 
terms of direct costs, S. 1267 would cost the employers of this country? 
In other words, how much would it raise the total w age in this country? 

Mr. Meany. According to the estimate we have, the maximum con- 
ceivable adjustment involved in the proposed coverage of retail trade 
and service is estimated to amount to an increase in the price of retail 
goods of less than one-half of 1 percent. 

Senator Atiorr. You do not have it in dollars of effect upon the 
raising of wages? . 

Mr. Meany. No. 

Senator Artorr. Would you say that your proposal is likely to 
create unemployment in some industries? 

Mr. Meany. No. 

Senator Atxorr. Did you listen to the testimony or have you 
been 

Mr. Meany. We have been listening to that for many years. 

Senator Atxorr. Well now 

Mr. Meany. All we can go by is our experience, and our experience 
has been that these minimums or the application of these minimums 
does not affect employment. 

Senator Arrorr. Then you do not agree there should be any exemp- 
tions in any act—— 

Mr. Meany. We are supporting an act that has quite a few exemp- 
tions in it. 

Senator Atxorr. If you would let me complete my statement—— 

Mr. Meany. So that should be an indication that the statement you 
are attempting to have me say is not true. You say that I say there 
should not be any exemption. I am supporting an act that has an 
exemption. 

Senator Atxotr. If you would let me complete my question, Mr. 
Meany, I wanted to ask you if you had the opportunity to hear the tes- 
timony the other day, or read it, of the people who testified on behalf 
of the telephone workers, these small branches. Have you had an 
opportunity to see that or hear that? 

Mr. Meany. No. 

Senator Atzorr. The testimony of these people was that they are 
all very small, and that it would throw many of these out of business 
because it would raise the price to farmers s, mostly, in rural com- 
munities. 
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Mr. Meany. You mean to say they do not have, that most of the 
telephone workers are not above this minimum ? 

Senator Atxorr. In the small communities; yes. 

Mr. Meany. Well, Senator 

Senator AtLorr. Small exchanges. 

Mr. Meany. Let me make this statement: If a business has got to 
depend for its existence on paying less than a decent wage, then I 
think it has a very poor reason to continue its existence. 

Senator ALtorr. Your statement, Mr. Meany, does not mean the 
consideration 

Mr. Meany. I mean, do you feel that a business should prevent— 
should provide for its continuity only on one basis, the basis of paying 
less than a decent wage to the people who are employed 

Senator Auuorr. No, sir. That is just the opposite of what I be- 
lieve. I believe that every business should pay an employee just as 
much as he can earn produc tively. 

Mr. Meany. If the American Telephone & Telegraph pays a dollar 
minimum, shouldn’t its competitors pay a dollar ‘minimum ? 

Senator Atiorr. This is not the American Telephone & Telegraph 
we are speaking of. At this particular point we are talking about 
small, independent companies. 

The situation there is—maybe you have never been out and seen 
these things, I do not know—but in many, many thousands of small 
communities in this country, for example, an exchange is put in a 
small house, or office. A man and his wife, or a woman only may live 
in the building. She may only have to attend the telephone once 
every half-hour. She may spend some considerable time in the morn- 
ing, and it is very strictly a part-time job. It may not ring all night. 

And in those cases, they do not pay and ‘annot pay a minimum 
wage, nor can they meet the overtime provisions. And the reason I 
asked if you had seen that statement, it seems to me that those people 
made a very clear and good case the other day when they appeared 
before this committee. 

Mr. Meany. I haven’t seen their statement. However, there is a 
number of these large companies. For example, the General Tele- 
phone, which has an investment in plants alone of $700 million. Now, 
we do not think that they should be exempt. 

Senator Atnorr. Well, I agree with you on that. Of course, they 
are currently interstate in character, are they not. 

Mr. Meany. Yes, but one of these companies has been paying sub- 
standard wages because of the fact that their employees don’t have 
the protection of the minimum wage law, and they are in competition 
with the other systems, some of “the systems which—for instance, 
A. T. & T., they do not have anybody below the minimum wage. 

Senator AtLorr. Well, are independent telephone companies gener- 
ally in competition with A. T.& T. or A. T. & T. subsidiaries? I think 
you will find not, generally. ‘They do not occupy the same area, gener- 
ally speaking. 

Mr. Meany. Well, I think you will find that the large systems are 
moving into these small areas. 

Senator Arorr. That may be true, but do you know of any places 
where they are? I know of only one. I have run across only one in 
my entire lifetime. 
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Mr. Mrany. Well, the information we have, of course, is that they 
are in competition. 

Senator At.iorr. Let’s move over to the farm thing, on page 8 of this 
bill. At the bottom of the page it says, “a farm enterprise which 
used less than 400 man-days of hired farm labor during each of the 
preceding 4 quarters.” 

Did you hear the testimony of the farm people who appeared before 
this committee last week? 

Mr. Mrany. I did not hear it, no. 

Senator Atnorr. Have you had a chance to read it’ 

Mr. Meany. No. 

Senator Arnotr. Well, the testimony which was developed at that 
time was that this would not of necessity be a large farm at all; 400 
man-days of labor a year or during a quarter is not a large farm. 
And I would like to know upon what basis you believe that the employ- 
ment of people under these circumstances constitutes a large business, 

Mr. Meany. Well, there are 70,000 so-called large farms with 5,000 
or more acres, in the West. 

Senator Axxorr. Sir, that is no basis upon which to judge a large 
farm, when you get into some sections of the country. 

Mr. Meany. What is the question, Senator ? 

Senator Atnorr. The question is: On what basis do you consider 
that this constitutes a large farm ? 

Mr. Meany. Which constitutes a large farm ? 

Senator Atiorr. The proviso of the act, the act that you support, as 
contained on the bottom of page 8 and the top of page 9, 400 man-days 
of labor during each of the preceding 4 quarters. 

Mr. Meany. Other than—that is, other than labor performed by 
members of the family. 

Senator Atrorr. That is right. In other words, 400 man-days of 
labor of employed labor. 

Now, why do you believe that is a big business ? 

Mr. Meany. I didn’t say it isa big business. This bill doesn’t say it 
is a big business. This bill says these people should be covered, and 
I think they should. 

Senator Atiorr. Upon what basis do you think they should be 
covered? That is not a large farm. 

Mr. Meany. Well, that is a question of what you would consider a 
large farm. Is it in competition with a farm, maybe, that has 500 
man-days in a quarter ? 

Senator Atiorr. No; that is still a family-sized farm, Mr. Meany, 
and that is the reason I am asking this question. 

Mr. Meany. Well, that is a question of opinion, whether it should 
be covered or not. I think it should be covered. It is in competi- 
tion—— 

Senator Atxorr. That is what I am trying to get at. On what basis 
do you think it should be covered ? 

Mr. Meany. Because I think it is a large enough business. If it has 
400 man-days outside of the family in a quarter, I think it should be 
covered. 

Senator AtLorr. Now, Mr. Meany, I have just 1 or 2 other questions. 

May I conclude from your remarks that you believe that need is 
the sole criteria in determining the extent of expanding the coverage 
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— 


of that in this act; that is the need of the individual, and that, without 
regard to anything else? 

Mr. Meany. Well, we must have regard for some other considera- 
tions because under the bill 7 e are supporting there are 10 million who 
won't be covered. We feel, however, they need it. So it is quite 
obvious, Senator, that while we stress the humanitarian end of this 
that we are practical enough to admit that that is not the only criterion. 

Senator AtLorr. And if the line were drawn in some places it can’t 
conceivably hurt irrevocably some businesses. 

Mr. Meany. I don’t—you say “conceivably”—I don’t know. I don’t 
think that—actually you are talking of the people that are not the 
prime offenders from our point of view. You talk about. farm? We 
have got multimillion dollar farm corporations that are really agri- 
cultural production lines and factories and some of those are wealthy 
corporations which have thousands of farmworkers who are below 
the present mininium and we would like to cover them. 

Senator Atxorr. That might be true, but I would like to correct 
the impression that I am afraid your words leave. The testimony 
before this comnuttee the other day shows that these multimillion farm 
corporations are very few in number. I will grant you that there is 
one, I believe, referred to as the DiGiorgio Farm out. in ( ‘alifornia, 
which has 2,000 employees, but they do not constitute, and I think it 
would be wrong to leave the impression that they do constitute any- 
where near the bulk of the farm operations in this country. 

The testimony of the American Farm Bureau the other day was 
that farming is still essentially a family enterprise. While we are 
on that company I ask what your attitude is toward this. The ques- 
tion was brought up the other day in the farm situation that there 
are certain people who are not physically up to par, perhaps not men- 
tally up to par, perhaps are past the age of full output, for whom 
simply a $1 an hour minimum was not justified. What would be your 
attitude toward the employment of such people, particularly on 
farms ¢ 

Mr. Meany. I don’t know how the bill would apply there, but in 
my opinion would be that we should certainly try to make provision 
for handicapped workers and if insisting on a minimum would keep 
them out of employment, I think that there should be some way to 
meet that problem. 

Senator AuLorr. You would agree that such people working at any 
wage are better off than drawing relief? 

Mr. Meany. That’s right. 

Senator Atuorr. As I understand it, you have spoken of some 10 
million workers whose wage rates might properly be left to the States. 
Now, how are we going to distinguish these 10 tmillion workers? If 
you say that S. 1267 is, in your view, constitutional, then the 
500 ,000- 

Mr. Meany. I didn’t make so bold as to say anything was consti- 
tutional. I don’t know. 

Senator Arorr. But you relied on your people who told you that. 

Mr. Meany. I think it is a good bill, Whether it is constitutional 
or not, that will be found out later on. 

Senator Arvorr. If the $500,000 is proper in this, then the next 
Congress can lower it to 250 000, and the next Congress could lower 
it to 100,000. 


SU646— 57——i8 
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Mr. Meany. Or could raise it to one million and a half. 

Senator Atxorr. Or you could do without any restrictions 
exemptions whatever. 

Congress could pass a bill without any restrictions. 

Mr. Meany. Of course it could. 

Senator Atxorr. It would still be proper ? 

Mr. Meany. That is what you said. I didn’t say that. 

Senator Atxorr. I never said it was proper. 

Mr. Meany. Then I never did either. 

Senator Attorr. I understood you to say awhile ago that the people 
who advised you said it was constitutional and it was proper and 
vou agreed ve it. 

Mr. Meany. I said it was a good bill. 

Senator acid: That’s all you will say now about it, just that it isa 
good bill ? 

Mr. Meany. Senator, I have been around long enough never to go 
out on a limb and say what is constitutional. I don’t know what is 
constitutional. I am a plumber. I am not a lawyer. Sometimes 
the lawyers themselves find out after much litigation that they don’t 
know what is constitutional. The nine men over there are the fellows 
who decide and even they change their minds from time to time. 

Senator Atrorr. That’s the reason for lawsuits. 

Mr. Meany. How would you expect me to have the temerity to say 
that anything is constitutional or not 

Senator Atxorr. I was just going on what I understood you to 
say—that your people have advised you that it was constitutional. 

There is one other thing about this act. Penne are such things 
which are a legal question, Mr. Meany, but there are a great many 
institutions such as in the West, mutual ditch cana and others 
that are not included in this bill and since you have just qualified 
yourself as a plumber, I know you don’t know anything about mutual 
ditch ee and I won't ask you anything about “that. I think 
that is all I have to ask. 

Senator Purrett. May I ask one more question? I would judge 
from your testimony here that you subscribe then to the proposed 
section 3 change on page 3 which is the last section proposed (P). 
Activity affecting commerce inc ludes any activity in commerce, neces- 
sary commerce, or competing with any activity in commerce or whether 
the payment of wages at rates below those prescribed by this act 
burdens or obstructs or tends to burden or obstruct commerce or 
the free flow of goods in commerce, you subscribe to that philosophy ; 
is that correct ? 

Mr. Meany. Yes. 

Senator Kennepy. Thank you. 

It is my understanding that Mr. Ruttenberg is going to go into 
more details on the recommendations of the AFL-CIO and perhaps 
go into some of the constitutional points that have been raised when 
he testifies. I want to thank you very much, Mr. Meany, for coming 
before the committee this morning and I understand that your research 
director is going to give us some additional information on these points 
that you have raised. 

Mr. Meany. Yes, thank you, Senator. 
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Senator Kennepy. Thank you for giving us the benefit of your 
experience. 

Senator Purretn. We are happy to have you before us today, Mr. 
Meany. ZA a : 

Senator Krennepy. Thank you. 


STATEMENT OF STANLEY RUTTENBERG, DIRECTOR OF RESEARCH, 
AFL-CIO, ACCOMPANIED BY ANDREW J. BIEMILLER, DIRECTOR, 
DEPARTMENT OF LEGISLATION, AFL-CIO, AND BERT SEIDMAN, 
ECONOMIST, RESEARCH DEPARTMENT, AFL-CIO 


Mr. Rurrenserc. Shall I go ahead, Senator / 

Senator Kennepy. Yes. Will you proceed ¢ 

I understand that you have a lengthy statement which you may want 
to file in the record even though we would enjoy your reading it 
under ordinary conditions. 

Mr. Rurrenserc. | don’t intend to read it. I would appreciate it 
if the entire statement which runs 44 pages plus 4 appendixes will be 
included in the record in full. 

Senator Kennepy. Without objection I will so do. 

(The document referred to is as follows :) 


STATEMENT BY STANLEY H. RUTTENBERG, DIRECTOR OF RESEARCH, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


As President Meany has already indicated, the American Federation of Labor 
and Congress of Industrial Organizations recommends enactment of S. 1267 
introduced by Senator Morse. S. 1267 would extend the coverage of the Fair 
Labor Standards Act to millions of low-paid workers now denied its pro- 
tection by : 

1. Relaxing certain restrictive definitions now contained in the act. 

2. Basing coverage on the type of business engaged in by the employer rather 
than on the activity engaged in by the individual employee as is now the case 
under the act. 

3. Extending the act’s protection to employees of any employer engaged in 
any activity affecting commerce. 

4. Eliminating 8 specific exemptions now in the act and tightening and clarify- 
ing the remaining 7 exemptions. 

Enactment of these changes would extend the act’s coverage to approximately 
one-half of the workers now exempt from its protection. 


PRESENT SCOPE OF COVERAGE 


The latest official estimate of coverage of the Fair Labor Standards Act by 
the Department of Labor is for September 1953. At that time, 20 million of the 
45 million workers who could be covered by the act were excluded from cover- 
age. These 20 million noncovered workers constituted nearly one-half (45 per- 
cent) of all wage and salary earners.’ By September 1956, nonfarm employment 
bad risen by some 4 percent, but while precise estimates are not available, there 
is little reason to believe that the proportion of covered and noncovered workers 
has appreciably changed. Of course, this is to be expected because there have 
been no statutory changes in the act’s coverage since September 1953 when the 
Department of Labor prepared its estimates. 

Appendix A, table 1 shows a detailed picture of the status of wage and salary 
earners under the Fair Labor Standards Act in September 1953 as indicated by 
the Department of Labor estimates. 





The 45 million wage and salary earners who could be covered by the act do not inelude 
the folowing groups: Proprietors, self-employed workers, unpaid family labor, 12 million; 
Government employees, 6 million: executive, administrative, and professional employees, 
4 million ; personnel of the Armed Forces are also excluded. 
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It will be seen from this table that approximately 13.5 million of the 20 million 
noncovered workers are exempt because they do not meet the present narrow 
tests of being “engaged in commerce or in the production of goods for commerce.” 
In addition, some 6.7 million are denied the protection of the law because they 
work in occupations or industries specifically exempt by section 13 (a). If jg 
important to realize that even if all these specific exemptions were eliminated 
from the act, unless the present narrow definition of “interstate commerce” jg 
altered, 13.5 million workers will still be excluded from coverage. 

Appendix A, table 1 shows that of the 20 million workers who are not protecte@ 
by the act, approximately one-third are in retail trade. In the Case of retajj 
workers, elimination of the retail exemptions might bring approximately 
1,140,000 exempt workers under the act, but unless the tests of basic coverage 
are liberalized, 5.5 million retail workers will continue to be excluded. 

In addition to the one-third of exempt workers in retail trade, another thir@g 
are about equally divided between service occupations and the agricultural, for- 
estry and fishery groups. The remaining third are employed in a wide variety 
of industries and occupations. : 


1949 AMENDMENTS NARROWED COVERAGE 


The basic provisions affecting coverage under the Fair Labor Standards Act 
have not been changed since 1949. In that year when Congress raised the mini- 
mum wage from 40 to 75 cents (sulisequently increased to $1 in 1955), it also 
enacted a number of changes which substantially narrowed the act’s coverage 
and thereby seriously restricted its effectiveness. 

As a matter of fact, it is impossible to determine the exact effects of the 1949 
amendments with respect to coverage because many of them are so intricate, 
complicated and extremely technical that even experts find it all but impossible 
to draw an accurate line between exempt and covered workers. Aside from 
the basic injustice involved in denial of the law’s protection to low-paid workers 
who deserve to be covered, the extremely complex problems involved in attempts 
to determine who is covered and who is not covered seriously hamper administra- 
tion of the law and tend to encourage deliberate as well as unintentional viola- 
tions. 

The 1949 amendments narrowed the law’s coverage in two ways: 

1. The basic scope of the act was narrowed by the insertion of a more re- 
stricted definition of “interstate commerce” in the act. 

The Fair Labor Standards Act both as originally enacted in 1938 and as 
amended in 1949 covers employees who are “engaged in commerce or in the pro- 
duction of goods for commerce” (secs. 6 (a) and 7 (a)). However, the defi- 
nition of “production” was narrowed in the 1949 amendments. In the original 
act, “production” was defined to include not only production of goods itself, but 
also “any process or occupation necessary to the production thereof” (sec. 3 
(j)). In the 1949 amendments, the definition of “production” was changed s0 
as to include only production of goods and “any closely related process or occu- 
pation directly essential to the production thereof” (sec. 3 (j) ). 

2. A large number of workers were removed from the act’s protection by the 
introduction of 6 new specific exemptions and enlarging of 4 exemptions which 
were already in the law. In fact, only one exemption was curtailed in 1949. As 
a result of amendments with regard to specific exemptions, workers in all or 
part of the following industries lost the act’s protection in 1949: Retail and 
service, laundry and dry cleaning, irrigation, newspaper, telephone, taxicab, 
telegraph, and logging. 

If the act is to serve the fundamental purpose of assuring at least a minimum 
level of earnings to low-paid workers, its coverage must be extended as broadly 
as possible, limited only by the principles of our Federal system of Government 
and feasibility of administration. It is with this goal in mind that we are rec 
ommending changes in the law which will both broaden its basic coverage and 
remove unnecessary and unjust specific exemptions. 

Before outlining our specific recommendations, however, I want to indicate 
some of the basic considerations which underlie our recommendations. They 
relate essentially to two questions: 

1. What are minimum standards of living and what does it mean to workers 
and their families to be deprived of a minimum standard of living? 

2. Why cannot workers employed at substandard wages look to State legisla- 
tion for adequate protection? 
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MINIMUM LIVING STANDARDS 


The basic goal of the Fair Labor Standards Act is to eliminate “conditions 
detrimental to the maintenance of-the minimum standard of living necessary for 
health, efficiency, and general well-being of workers.” It is appropriate there- 
fore to determine just what level of earnings is necessary to maintain the mini- 
mum standard of living the act seeks to foster. For this purpose, we have two 
guides. 

The first is the city workers’ family budget of the Department of Labor. This 
pudget is the minimum necessary to provide a “‘modest but adequate” standard of 
living. 

Unfortunately, the Department of Labor has not recomputed this budget this 
1951. In fact, even the 1951 survey was based largely on pre-World War II 
patterns of living and therefore does not take account of many items which 
should be included in a “modest but adequate” budget today but which may not 
have been considered a necessary item 20 years ago. Despite these limitations, 
we thought that it would be worthwhile to atempt to bring the 1951 budget up 
to date in order to estimate the minimum needed to provide a “modest but 
adequate” standard of living for a worker and his family today. 

Our computations which were for February 1956, indicated that minimum 
earnings of $4,300 would be needed to provide the items included in the Labor 
Department budget. Assuming steady employment all year and a 40-hour 
workweek, this annual budget would require wages of about $83 a week or $2.07 
an hour. In the year since we recomputed the budget, the price level has in- 
creased by an additional 3 percent so that the actual amount needed today would 
be about that much higher. 

It might perhaps seem irrelevant in these hearings to even consider a budget 
requiring more than twice the present statutory minimum wage. Yet, we think 
itis by no means irrelevant because the city workers’ family budget actually 
provides a very modest level of living. 

Let me indicate a few examples of the items included in this budget. Al- 
though it is intended to cover a family of 4, including 2 children, it provides for 
less than 2 quarts of milk a day. Clothing purchases permitted under this 
budget are quite limited. For example, the husband can buy 1 heavy wool 
suit every 2 years and a light wool suit every 3 years. It permits three phone 
calls a week on a pay phone outside the house and allows no leeway whatsoever 
for savings. Thus, it can be seen that this budget falls far short of providing 
even a reasonably comfortable standard of living. 

If a $2 an hour income can provide only such a modest standard of living, it 
does not take much imagination to realize how very little can be afforded when 
afamily must eke out an existence on the $1 an hour assured as a minimum to 
covered workers under the act. As a matter of fact, $1 an hour is even less than 
enough to provide for the minimum needs of a single woman worker with no 
dependents. Based on recent studies in 13 different States, it is estimated that 
in 1956 a inedian annual income of over $2,300 would be necessary for a mini- 
mum adequate budget for a single woman. This would require an hourly rate 
of $1.15 based on 2,000 hours worked per year or $1.28 based on 1,800 hours per 
year. 

Thus the best estimates of minimum needs leave no question that the present 
ninimum wage of $1 an hour cannot begin to afford even a single worker without 
dependents a minimum standard of living. Yet, there are millions of workers 
in this country who somehow support families on wages of less than $1 an hour 
heeause they are forced to work in jobs that are not covered by the Fair Labor 
Standards Act. How do they manage? 

To find out, the AFIL—CIO sent research teams into three typical communities 
in different sections of the country. Our investigators went into Asheville, 
X. C., Springfield, Mo., and Pottsville, Pa. They were not trying to amass cold 
statistical tabulations. Rather, they were trying to find out the impact in basic 
iuman terms on families whose breadwinner works in a noncovered industry 
at wages under $1 an hour. They interviewed hotel workers, waitresses, retail 
derks, laundry workers, and other employees in service and trade occupations. 

Some of the workers interviewed were afraid that they might lose their jobs 
if they permitted their names to be used, but when assured of the protection 
of anonymity they were eager to tell the interviewers about their work and their 
lives. Through their front of brave cheerfulness in some cases and quiet des 
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peration in others, the interviewers could discern a basic injustice which should 
be the shame of our Nation. 

Here are some of the wages being paid to retail and service workers in Ashe. 
ville, N. C.: Sales clerks in department stores, 38 to 73 cents per hour for 
workweeks of 41 to 4744 hours or more; chain drugstore clerks, 39 cents per 
hour for a 58-hour week; dime-store clerks, 50 cents an hour; grocery store 
clerks, 58 cents per hour for a 60-hour week ; hotel elevator operators, 371% cents 
per hour for a 48-hour week; waitresses, 30 cents per hour plus tips which 
amount to not over $15 per week. 

Although Asheville, N. C., and Springfield, Mo., are separated by half a conti- 
nent, the level of wages for employees in retail and service firms are much the 
same in the two cities. The following are typical wages in Springfield: dime. 
store clerks, 50 cents an hour; supermarket checkers, 72 cents an hour for q 
52-hour week: laundry workers, 71 cents an hour; hotel dishwashers, 48 cents 
an hour for a 7-day workweek of 56 hours. 

In Pottsville, where there is a high degree of union organization among mann- 
facturing industries, wages in the service and retail trades run a little higher. 
But even in Pottsville, department store clerks’ hourly wages range from 66 
to 90 cents; dime stores from 65 to 70 cents; and supermarket checkers from 
85 to 90 cents. (It should be noted that even these low wages are higher than 
the level prevailing a year ago when the pressure of a union organization drive, 
even though largely unsuccessful, forced employers to raise retail wages 5 to 10 
cents.) Substandard wages are also prevalent in the service trades. Hotel 
cleaning women earn about 66 cents an hour. Laundry workers make from 
75 to 90 cents. 

The claim has often been made that even if retail and service workers have 
to work for such wages, most of them have only themselves to support and can 
somehow get by. We have already shown that even a single person with no 
dependents needs more than $1 an hour to provide even a minimum standard 
of living. The sad truth is, however, that millions of low-paid workers in retail 
and service and other uncovered occupations have somehow to stretch their 
meager incomes to provide for children, parents and other relatives who are 
dependent on them. Our investigators found that it was the rule rather than 
the exception that workers employed at substandard wages were supporting 
dependents as well as themselves. As a matter of fact, a number of the workers 
interviewed reported that they had sought the low-paid jobs in desperation in 
order to provide for disabled husbands and sons no longer able to obtain steady 
employment. Others were supporting children or in some cases even grand- 
children. 

Our investigators interviewed Mrs. Smith in Asheville. (Smith is a fictitious 
name. We do not want to disclose her real name in order to protect her from 
loss of her job.) Mrs. Smith is a laundry worker earning $27.50 for a 5214-hour 
week. This amounts to 52 cents per hour. 

She and her 2 children live in a 5-room frame bungalow for which the rent is 
$40 per month. The only heat comes from a wood-burning stove which is not 
enough to heat the whole house in cold weather. Her furniture in the house 
which Mrs. Smith keeps spotiessly clean consists of the wood stove, an old torn-up 
eabinet and old-fashioned beds badly in need of decent mattresses. 

The Smiths are rarely able to have meat for their evening meal. Once ina 
while they get a frying chicken for Sunday dinner. Mrs. Smith buys 1 quart 
of milk every other day for her underweight son. She buys no clothes for herself 
and only enough clothes for her children so that they have something to wear to 
school. Both she and her children need medical and dental care but simply can- 
not pay for it. 

Asked what would be her most immediate expenditure if her wages were raised 
to $1 an hour, Mrs. Smith said: “First thing, I’d buy more substantial food for 
my children. Next I'd have my eyes tested and my glasses fixed. I’d have my 
daughter’s teeth fixed. I’d pay on my debts and then I would buy the mattresses 
we need and a few clothes.” 

In Springfield our investigators saw Mrs. Cora Martin who gets $4.47 a day 
in take-home pay at the Colonial Hotel where she works as a maid. The Martins 
are parents of 11 children, 3 of whom are still at home. Mrs. Martin is the main 
breadwinner for her family in which her husband and their 19-year-old daughter 
also work. The daughter is an elevator operator at the same hotel. Mr. Martin's 
income amounts to only about $10 a week which he earns in odd jobs such as 
trash hauling. He lost an eye 2 years ago when over his protests his employer 
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ordered him to wreck a refrigeration unit which exploded hurling acid into his 
face. 

The Martins’ meals are extremely meager. The evening meal is frequently 
just a big pot of soup. At the time of the interview, it had been a month since 
the Martins had even had a hamburger dinner. The few vegetables in their 
diet are grown in their own garden. 

A large part of the Martin’s income goes for payments on their 5-room house 
which they purchased 8 years ago when they moved to Springfield. They heat 


. by a wood stove because gas costs too much. Any clothing which Mrs. Martin 


buys goes for the children. She has to stretch her income to meet heavy medical 
and dental bills as well as the cost of operating a secondhand car needed to get 
her and her daughter to work from their home some distance from Springfield. 

Mrs. Martin told our interviewers that if her wages were raised to $1 an hour 
she would pay off her bills as quickly as possible, buy better food and clothes 
for her children, and get their teeth fixed. 

The plight of the Thomas family in Pottsville, Pa., points up the need for ade- 
quate minimum wages in the retail trades in economically depressed communi- 
ties. (Thomas is a fictitious name. We do not want to disclose the real name 
in order to protect them from loss of job.) 

In Pottsville, unemployment among men was about 16 percent in 1956. Women 
have an easier time finding work. Women’s unemployment rate was less than 5 
percent. 

When Jim Thomas was laid off from his job, his wife Ann was forced to go to 
work in a department store at an hourly wage of 66 cents to support their 3 
children. 

Jim earns $1.46 when employed as a paintmixer in a factory in Reading, Pa. 
But he has been unemployed for 13 months. In 1956 he earned a total of $900 in 
wages and unemployment insurance. 

The family spends $25 a month rent for a 6-room house that is over 50 years old. 
There’s no central heating; a coal stove heats the downstairs. Their only 
appliances are an old radio and a washing machine which doesn’t work. 

In the 2-year period since Jim has been having trouble getting work, the 
Thomases have incurred debts of over $1,000 from banks and finance companies. 
They should be paying $70 a month on these debts, but can’t meet payments. 

Almost all of Ann’s salary of $26.40 a week has to go for food. Ann doesn’t 
like to cut down on needed foods. She buys about 14 quarts of milk a week 
and about a dozen apples. However, they can rarely afford meat. 

Apart from food, Ann’s most pressing financial problem concerns the future 
of her 17-year-old daughter. Ann’s daughter is a good student. She was accepted 
for nursing school at a nearby hospital. But, before she can pass her physical 
exam, her teeth must be fixed. Ann doesn’t know where she will get the money 
to meet the bills for this dental care. This would be her most immediate expen- 
diture if her wages were raised to $1 an hour. 

(More detailed summaries of our community surveys will be found in appen- 
dix B.) 

STATE LAWS ARE INADEQUATE 


Low-paid, uncovered workers like the ones our research teams interviewed 
ean look to very little protection from State minimum-wage legislation. An 
analysis of State minimum-wage provisions makes it clear that State legislatures 
have failed to protect workers who are not covered by the Federal law. 

One-half of the States provide no minimum-wage protection at all for workers 
in nonmanufacturing industries. In 2 other States, Arkansas and North Dakota, 
the State minimum wage, less than 25 cents an hour, is so low that it is 
meaningless. 

In all, only 8 States have minimum-wage laws applying to both men and women 
workers and 21 States have minimum-wage laws applying only to women, and, in 
some States, only to women in specified industries. Nineteen States have no 
minimum-wage laws whatsoever. 

While a few States have revised their laws to include men as well as women 
and minors, as yet only eight States plus Puerto Rico, Alaska, and Hawaii have 
laws applying to all employees. Moreover, even where States have added 
separate provisions for men, they frequently exempt important industries. For 
example, in 1949 New Hampshire added such a provision, but exempted hotel 
and restaurants. Thus in that industry minimum-wage coverage in New Hamp- 
shire is still restricted to women and minors. 
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Gaps such as these are typical of State laws because of the method of rate 
setting. Until recently, the usual means provided in the laws was the “wage. 
board procedure,” under which rates were established for each industry sepa- 
rately under special boards appointed by the labor commissioner. This pro- 
cedure has led to serious discrepancies in rates as well as coverage among 
different industries. For example, Pennsylvania established wage orders in 
1947 for restaurant and hotel and laundry and dry-cleaning trades, but no wage 
order was ever established for retail trade. Thus retail workers in retail 
trades have never had protection under Pennsylvania’s State minimum standards, - 
In New Jersey, a 1956 wage order raised minimums for restaurant workers from 
87 cents to $1 an hour. Hotel workers, however, are not included. Workers 
in the beauty-culture industry in New Jersey are still operating under a 1943 
wage order of $18 a week for a 48-hour week or 37% cents an hour. In New 
Hampshire, laundry workers employed in nonprofit hospitals fall under the 
1949 statutory minimum of 70 cents an hour. Private-laundry workers are 
covered by a 1853 wage order of only 60 cents an hour. 

Recently some States have departed from the wage-board procedure and es- 
tablished a basic minimum rate in the law itself. Today, however, there are 
still only 7 States or Territories (Alaska, Connecticut, Idaho, Hawaii, Massa- 
chusetts, Rhode Island, and Wyoming) that provide statutory minimum-wage 
coverage of 75 cents or more for all workers. In industrial States minimum 
wages generally range from 50 cents to $1, while in nonindustrial States they run 
from 20 to 60 cents. (See detailed summaries of State minimum-wage laws for 
retail trade, laundry and dry cleaning, hotel and restaurant and canning ip 
appendix C.) 

Opponents of effective minimum-wage protection often claim that this is a job 
that should be left to the States, but the record of State inuction in his field 
speaks for iself. Since 1938, when the Federal law was passed, only 5 States 
and Puerto Rico have enacted new minimum-wage laws, and of these, 3 became 
law in 1955 and 2 in 1956. 

The fact is that the State laws have been completely inadequate. The only 
way of assuring decent minimum-wage protection to employees who need it most 
is by extending to large groups of uncovered workers the minimum wage pro- 
tection of the FLSA. 

GENERAL COVERAGE 


Most Federal statutes based on the power of Congress under the Constitution 
to regulate “commerce among the several States,” and with foreign nations, are 
drafted to apply broadly throughout the full scope of such power. This is true 
of the original National Labor Relations Act, and the present Labor Manuge- 
ment Relations (Taft-Hartley) Act. Where such statutes were not drafted in 
broad terms originally, later amendments have extended their scope. 

Almost alone among important Federal statutes based on the Constitution’s 
commerce clause, the Fair Labor Standards Act continues to exclude milliens of 
low-paid workers who could be protected by its minimum wage and maximum 
hours safeguards if the act were broadened to encompass the full scope of the 
constitutional power of Congress over interstate and foreign commerce. In the 
more than 18 years since the act was passed in 1938, Congress has never taken 
any action to broaden its coverage. Indeed, the only changes that have thus 
far been made in the scope of the act have reduced its coverage. 

It is high time for the Fair Labor Standards Act to be modernized with re- 
spect to its coverage, as well as with respect to the minimum wage. With 20 
million workers, nearly one-half of all the workers who could be protected by 
the act, still denied the safeguards provided by the act, such action is a long- 
overdue necessity. 

There are three principal ways in which the scope and application of the Fair 
Labor Standards Act are restricted, contrary to its broad humanitarian and 
remedial purposes: (1) The basic coverage concept used in the act, namely, 
whether an employee is “engaged in commerce or in the production of goods for 
commerce,” removes substantially whole trades and industries from the scope 
of the act and produces uneven and inequitable application of the act even in 
covered industries; (2) the definition of “produced,” as used in the basic cover- 
age language of the act, was narrowed by technical amendments in 1949 that 
removed from the coverage of the act employees who are not engaged in oc- 
cupations “closely related” and “directly essential” to production; and (3) the 
act contains a multitude of exemptions that deny the protection of the act to 
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millions of workers, even though they are “engaged in commerce or in the pro- 
duction of goods for commerce.” The subject of specific exemptions is dis- 
cussed in later sections of this statement. 

The minimum wage and maximum hours provisions of the Fair Labor Stand- 
ards Act apply at the present time only to employees who are “engaged in com- 
merce or in the production of goods for commerce.” Approximately 13,500,000 
workers are presently excluded from the act as a result of (a) limiting coverage 
to activities “in commerce” or “in the production of goods for commerce,” and 
(b) basing coverage on activities engaged in by individual employees, rather 
than the activities engaged in by their employer. 

The present act excludes broad areas of industrial and business activity from 
the application of its protective minimum wage and maximum hours safeguards. 
While 97 percent of wage and salary workers in mining, 96 percent of those 
in manufacturing, and 87 percent of those in transportation, communications, 
and utilities are within the protection of the act, only 3 percent of wage and 
salary workers in retail trade, 17 percent of those in services and related busi- 
nesses, anil 24 percent of those in construction are protected by the act. 

The United States Department of Labor pointed out in a report filed with the 
Subcommittee on Labor of the Senate Committee on Labor and Public Welfare 
in May 1955 (hearings before the Subcommittee on Labor of the Committee on 
Labor and Public Welfare, United States Senate, S4th Cong., Ist sess., on amend- 
ing the Fair Labor Standards Act of 1988, pt. 3 and statistical appendix, p. 
1779) : 

“* * * The present act extends far beyond interstate commerce, which is the 
central core of the Federal Government’s authority in this field, to apply to a 
whole complex of activities which precede commerce, broadly defined as pro- 
duction for commerce. It does not, however, extend at all beyond commerce to 
the other complex of activities which follow commerce.” 

Yet these activities clearly are as much related to the movement of goods in 
commerce, and the existence of substandard labor conditions in these activities 
has just as much effect upon commerce, as do the production of goods for com- 
merce and the existence of substandard labor conditions in such production 
activities. 

While about 6,500,000 workers could be brought within the protection of the 
Fair Labor Standards Act if all of the exemptions from its minimum wage and 
maximum hours requirements were eliminated from the act, the elimination of 
these exemptions would not in any way improve the status of some 13,500,000 
employees who do not meet the test of being “engaged in commerce or in the 
production of goods for commerce.” If the protection of the act is to be ex- 
tended to any of these 13,500,000 workers—and we believe that it should be 
extended to as many of them as can legally be brought within the protection 
of the act—the basic coverage of the act must be broadened. 

As has already been pointed out, under the present test of coverage that is 
used in the Fair Labor Standards Act, it is the activity engaged in by individual 
employees, not the activities engaged in by their employer, that determines 
whether the act applies to such employees. In every case, the test is whether 
the work in which the employee is engaged in such that he may be said to be 
engaged in commerce or in the production of goods for commerce. 

All too frequently some employees of giant corporations having farflung 
interests all over the country are denied the protection of the Fair Labor 
Standards Act because they are not technically engaged in commerce or in the 
production of goods for commerce. At the same time, some employees of even 
the most local type of small business are covered by the act because they are 
technically engaged in commerce or in the production of goods for commerce. 

Under the present tests of coverage included in the Fair Labor Standards 
Act, it often happens that some employees of an employer are covered while 
others, working alongside them and doing the same work, are not. For ex- 
ample, employees ordering merchandise from outside the State would ordi- 
narily be covered by the law since they are engaged in commerce or in the 
production of goods for commerce. Other employees of the same employer, 
however, who are engaged in ordering the same merchandise, but from within 
the State, are not covered by the act because they are not engaged in commerce 
or in the production of goods for commerce. 

Employers too are discriminated against under the present tests of coverage 
nsed in the Fair Labor Standards Act. The business that is able to have as 
few of its employees as possible engaged in commerce or in the production 
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of goods for commerce can obviously obtain a competitive advantage over com- 
peting concerns that are compelled, by the nature of their business, to have 
large numbers of employees engaged in activities covered by the act. This is a 
frequent situation under the act’s present coverage provisions. Such uneven 
coverage between competing concerns results in unfair competition and inequity 
wholly at variance from the constructive purposes of the act. 

The present coverage provisions of the Fair Labor Standards Act permit 
substantial segments of industry and trade to continue to spread and per- 
petuate “labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers,” contrary to the expressed purpose of the act. It enables employers 
to adjust their operations to noncompliance with the law and thereby encour- 
ages resort to unfair methods of competition in commerce, likewise contrary 
to the intent of the act. Clearly, too, restricted coverage can lead to labor 
disputes burdening or obstructing or tending to burden or obstruct commerce 
and the free flow of goods in commerce in the excluded industries, trades, and 
services, in defiance of the act’s remedial objectives. 

To overcome these indadequacies, inequities, and injustices, this bill makes 
two basic changes in the coverage provisions of the Fair Labor Standards Act. 
Under the terms of this bill (1) the act would apply wherever an employer is 
engaged in any activity affecting commerce and (2) coverage would be based 
on the activities of employers, as well as on the activities engaged in by indi- 
vidual employees. 

Under this bill, the minimum wage and maximum hours provisions of the 
Fair Labor Standards Act would apply, not only to every employee who is en- 
gaged in commerce or in the production of goods for commerce, but also to every 
employee who is employed in or about or in connection with any enterprise 
where his employer is engaged in any activity affecting commerce. The present 
coverage of the act is preserved under the bill so that employers and employees 
who have been operating in conformity with the law will understand that there 
is nothing in the new coverage provisions that relieves them from continuing 
to do so. The phrase “activity affecting commerce” is defined in the bill as 
including “any activity in commerce, necessary to commerce, or competing 
with any activity in commerce, or where the payment of wages at rates below 
those prescribed by this act burdens or obstructs or tends to burden or obstruct 
commerce or the free flow of goods in commerce.” 

The bill would broaden the coverage of the Fair Labor Standards Act so that 
it would apply throughout the full scope of Congress’ power under the Constitu- 
tion to regulate interstate and foreign commerce in the fields with which it deals, 
namely, minimum wages, maximum hours, and prevention of oppressive child 
labor. The act’s coverage would be substantially the same as that of the Labor 
Management Relations Act, which applies to every industry affecting commerce, 
defined as meaning “any industry or activity in commerce or in which a labor 
dispute would burden or obstruct commerce or tend to burden or obstruct com- 
merce or the free flow of commerce” (Labor Management Relations Act, 1947, 
sec. 501 (1)). Uneven coverage within plants would be eliminated, and the 
fair employer would be protected from unfair competition by the chiseler, since 
all of an employer’s employees would be covered in any plant or establishment 
where he is engaged in any activity affecting commerce, and coverage would ap- 
ply equally to employers engaged in any activity affecting commerce, including 
employers who are in competition with such an employer. 

It is our belief that if there are specific groups of employees to whom the 
application of the minimum wage and maximum hours safeguards prescribed by 
the Fair Labor Standards Act may be inappropriate because of the local nature 
of their employer’s activities or special circumstances peculiar to their employ- 
ment, specific exemptions can be written to cover such situations. No employee 
should be denied the protection of the act, however, by restrictions of its basic 
coverage not required as a matter of law. 

The definition of the term “produced,” as it is used in the basic coverage 
language of the Fair Labor Standards Act, was narrowed by technical amend- 
ments in 1949 that removed from the act’s protection employees working in oc- 
cupations that are not closely related and directly essential to production. 

This bill would remedy this backward step. It would restore the definition 
of “produced” that was included in the Fair Labor Stanards Act when it became 
law in 1938 and that was in effect more than 11 years before technical, restrictive 
changes were made in it in 1949. Consonant with the liberal, humanitarian 
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purposes of the act, employees who are engaged in any occupation that is “neces- 
sary to” production, as well as those engaged in direct production operations, 
would be brought within the protection of the minimum wage and maximum 
hours provisions of the act. 


SPECIFIC EXEMPTIONS 
Retail trade and service 

The 9 million workers in all types of retail trade and service enterprises com- 
prise about one-fifth of all wage and salary workers. Of the nearly 7 million 
workers in retail trade, only some 230,000 employed in mail-order houses and in 
central offices and warehouses of chainstores are covered under the FLSA. In 
addition, most of the 2 million workers in retail service firms are also exempt. 

The original FLSA as enacted in 1948 exempted any employee employed in any 
retail or service establishment, the greater part of whose selling or servicing is 
in intrastate commerce, that is, within a single State. The original act con- 
tained no definition of “retail.” 

For fear that some retail workers might be considered by the Wage and Hour 
Administrator to be covered, the retail industry secured enactment of a pro- 
vision in the law (sec. 13 (a) (2)) when it was amended in 1949 which defined 
“retail” by a complicated formula to exclude virtually all retail workers. 

Under this provision, a retail establishment is exempt from coverage if more 
than 75 percent of its sales are recognized as retail sales or services in the in- 
dustry and are not for resale, and at least 50 percent of its sales are made within 
the State in which the establisment is located. In addition, a separate pro- 
vision (sec. 15 (a) (4)) exempted workers in certain retail establishments 
which make or process goods sold on the premises such as bakeries, ice-cream 
plants, etc. 

These formulas which has been used to exempt retail establishments are 
so broad that it can readily be seen why it is that nearly all retail trade and 
service firms have been exempt from coverage. 

This bill eliminates the exemption for employees of chain or large independent 
retail or service enterprises and for employees of enterprises in the selling and 
service fields that do an essentially nonretail business even though they do make 
some retail sales or perform some retail service functions. With the chang 
provided in this bill, coverage would be extended to employees employed in a 
retail or service establishment by an employer having 5 or more establishments 
or a total annual dollar volume of sales of goods or services of more than 
$500,000. An establishment would be deemed to be a “retail or service estab- 
lishment” only if not more than 25 percent of its annual dollar volume of sales 
of goods or services is for resale or is made to customers Who are engaged in 
a mining, manufacturing, transportation, commercial, or communications busi- 
ness. 

Adoption of this amendment would extend the law’s protection to nearly 4 
million retail and service workers now exempt. However, genuinely small retail 
and service establishments such as the small corner grocery store, the Main 
Street shoeshine parlor, the neighborhood drugstore, and the like would con- 
tinue to be exempt. 

Structure of retail industry 

In order to indicate in specific terms the extent of coverage contemplated in 
the change in the retail exemption which we are recommending, it may be worth- 
while to examine the structure of the retail industry. The census of business 
for 1954 provides the latest available detailed statistics with regard to retail 
establishments. 

According to the census, 1.6 million retail establishments operated throughout 
the year 1954. The census reveals that 4 of every 5 stores had sales of less 
than $100,000 and only 3 percent of all stores had sales of $500,000 or more. 
However, these 3 percent of retail establishments accounted for more than one- 
third of total employment, 40 percent of sales, and 43 percent of payrolls. Only 
1,2 percent of all retail establishments had sales of over $1 million, but they 
accounted for more than one-fourth of both sales and employment and 30 
percent of payrolls. 

These are overall figures for all of retail trade. However, a similar degree 
of concentration is to be found in most of the major branches of the industry. 
The details will be found in appendix A, table 2. This table shows that, if 
establishments with sales of $500,000 or more had been covered in 1954, the 
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proportion of firms covered in each of the major branches of retail trade would 
have been as follows: 


Percent of Percent of Percent of 
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These figures clearly reveal the disproportionate share of the industry’s sales 
and employment accounted for by the relatively small number of establishments 
which would be covered if this bill is adopted. 

As a matter of fact, the share of large firms in the industry has increased 
markedly in recent years and will undoubtedly continue to expand. This is 
shown by a comparison of the census of business for 1948 and for 1954. Such a 
comparison indicates that there was actually a decline in the total number of 
retail establishments during that 6-year period. Moreover, from 1948 to 1954, 
establishments with sales of $1 million or more had an increase in their sales of 
73 percent while the less than $100,000 firms had only an 8 percent rise in sales, 
The trend toward increasing concentration of employment in the larger firms is 
even more pronounced. The $1 million-and-over firms had nearly 20 percent more 
employment in 1954 but the $100,000-or-less firms had more than 10 percent fewer 
employees in 1954 than in 1948. The details are shown in appendix A, table 3, 

Perhaps this trend toward increasing domination of the retail industry by the 
larger units has been most spectacular in the foodstore area. In 1939 when the 
FLSA was enacted, supermarkets accounted for less than one-fifth of total food 
retail sales. Now supermarkets sell one-half of the total dollar volume of food 
in the United States. As a matter of fact, during the past 15 years, the number 
of supermarkets has more than tripled. By 1955, the supermarkets averaged 
almost $1 million worth of sales and their volume of business is undoubtedly even 
larger today. 

Along with increasing concentration in the larger stores, retail trade has be 
come increasingly dominated by giant chain organizations, many of which oper- 
ate from coast to coast. The names of these huge retail firms are well-known 
in nearly every household. Millions of Americans are regular customers of such 
giant chain enterprises as F. W. Woolworth, S. S. Kresge, W. T. Grant, and J. J. 
Newberry in the variety store field; A. & P., Safeway, and Kroger’s among the 
food supermarket chains; Sears, Roebuck, J. C. Penney, Montgomery Ward, 
Federated Department Stores, Macy’s, and Gimbel among the large chain depart- 
ment stores ; and hotel chains such as Hilton-Statler, Sheraton, Knott, and Albert 
Pick. In his staff report to this subcommittee on the retail industry, Prof. Fred 
H. Blum has given some examples of the geographic scope and size of large chains 
in the variety store, department store, food, apparel, and drug fields. (See ap- 
pendix table XXXV in the staff report.) 

These giant chains have won immunity from the requirement to pay the statu- 
tory minimum wage under a law which was intended to exempt only small 
neighborhood establishments—the corner grocery store, the small clothing store, 
the locally owned variety store and the like. The difference between the huge 
chains and the small local stores which attempt to compete with them is like 
the difference between day and night. 

The chain enterprises operate through centralized headquarters with central- 
ized purchasing and control. They have virtually eliminated the wholesaler. 
Their policies and procedures and operations with regard to employment, per- 
sonnel, and labor relations are centrally controlled with local management merely 
carrying out the basic policies established by the central offices. 

; a Secretary of Labor Mitchell stated in the hearings on FLSA amendments 
ast year: 

“These multistate enterprises are basically not local or intrastate in the most 
important characteristics including ownership, control, financing, management, 
and personnel policy.” 
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RETAIL WORKERS PAID LOW WAGES 


The wages of retail workers have lagged far behind those of industrial workers 
whe are more highly organized and have the protection of the FLSA minimum 
wage. It is probably not generally recalled today that in 1932 the average retail 
worker had higher weekly earnings than the average factory worker. In that 
year the retail worker averaged $20.71 a week as compared with only $17.05 
for the average factory worker. 

Today the picture is completely reversed. While the average weekly wage 
for factory workers in November 1956 was $82.42, retail workers had earnings 
of only $60.04. Retail workers employed in general merchandise stores, however, 
were paid only $42.41 and in stores selling apparel and accessories only $47.75. 
Of course, as our investigators found in the three cities they visited, many retail 
workers sre paid far less than these average amounts. 

According to Labor Department estimates for April 1955, in multistate retail 
estublishinents, which are zenerally the larger and higher paying ones, 5 percent 
of all employees were paid less than 75 cents an hour, 15 percent less than 90 
cents, 25 percent less thun $1, and fully 50 percent less than $1.25. Separate 
estimates for general merchandise stores, including principally department 
stores nnd variety stores, showed for the Nation as a whole, 10 percent under 75 
cents and 40 percent under $1, and for the South, 35 percent under 75 cents and 
65 percent under $1. 

Departinent of Commerce figures show that in 1955 annual earnings of full- 
time eniployees in retail trade were lower than in any other major nonfarm 
group except services. In that year the average annual earnings for a full-time 
employee in retail trade were $3,221 or 26 percent under the level in manu- 
facturing. (Detailed figures are shown in appendix A, table 4.) 

Figures svailable from State surveys of retail trade confirm the low-earnings 
figures indicated by nationwide statistics. For example, a 1954 survey for 
Maine showed that 23 percent of all workers in retail trade had earnings of less 
than 75 cents an hour and 40 percent of service workers were in the same wage 
bracket. In fact, the average hourly wage for service workers was just at the $1 
level which meant that more than 50 percent of all workers were earning less 
than ¥1 

Illinois made a survey of women and minors in retail trade in April 1954 which 
showed that 10 percent received less than 75 cents per hour and 25 percent less 
than ST cents per hour. Although hourly earnings varied substantially by type 
of trade, median hourly earnings ranged from 80 cents in variety stores to $1.12 
in departiment and apparel stores. Even in Cook County, average hourly earn- 
ings in variety stores were only 92 cents. 

An Arizona survey of women workers in retail trade made in February 1954 
showed that in retailing as a whole 23 percent earned less than 75 cents an 
hour and 58 percent less than $1 an hour. In limited-price stores the prevalence 
of substandard wages was even worse. In this branch of retail trade 54 percent 
of the women workers earned less than 75 cents an hour and 93 percent less than 
$1 an hour. 

In June 1954, according to a New Jersey survey, covering both men and women, 
2 percent of the men and 6 percent of the women earned less than 75 cents and 
10 percent of the men and 35 percent of the women earned less than $1 an hour. 
One interesting sidelight on the New Jersey survey is that almost 60 percent of 
the firms employing over 40 percent of the employees had no overtime policy. 
Only 28 percent of the firms employing a little over 40 percent of the employees 
paid time and one-half for overtime hours. 

The same picture of extremely low wages was found in a survey made in 
Ohio in March 1955. In that large industrial State, average hourly earnings in 
retail trade for all employees, both male and female, was only $1.03. In limited 
price stores the average was 78 cents for women and 94 cents for men. In Ohio, 
6 percent of men employed in retailing and 15 percent of women earned less than 
7 cents an hour and 20 percent of men and 56 percent of the women earned less 
than $1 an hour. Even in food stores, which had higher wages than limited 
price, variety and drugstores, about one-fourth of the men and 36 percent of 
the women earned less than $1 an hour. 

The latest State survey is for New York State in September 1955. In that 
relatively high-wage area, 2 percent of employees had an hourly rate of less 
than 75 cents, 12 percent less than 90 cents and 17 percent less than $1. Even 
in New York City, 11 percent of all workers received wages of less than $1 
an hour. In variety stores in New York City, average earnings were only 
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$1.02 and there women workers in variety stores averaged only 92 cents. Ip 
other parts of New York State wages of retail workers were considerably lower, 


RETAIL INDUSTRY CAN ADJUST TO EXTENDED COVERAGE 


Those who oppose extension of minimum wage protection to retail workers 
claim that the industry cannot afford to pay the minimum wage. What are the 
facts regarding the ability to pay of the large retail employers who would be 
eovered under this bill? 

Taking the entire group of establishments with sales of $500,000 or more in 
1954, payrolls constituted only 11 percent of sales. Except for eating and drink. 
ing places where payrolls were 30 percent of sales, it ranged from 7 percent in 
food stores to 17 percent in department, variety, and apparel stores. Detailed 
figures will be found in appendix A, table 5. 

However, payrolls include not simply the wages of sales personnel, but also 
the salaries of executives, office employees and other nonsales employees, who, 
in the main, would continue to be exempt, are already earning more than $1 
an hour. Thus the percentage of sales reflected in the wages of workers whose 
earnings might actually be increased by restriction of the present exemption is 
even smaller on the average than the overall 11 percent figure. 

The large retail interests often attempt to advance relatively low margins as 
proof that they cannot afford to pay decent wages. One indication that this 
argument has little validity isthe substantial wage increases won by many union- 
ized retail workers from employers’who have remained in business and continue 
to make sizable profits. 

Of course, it is well known that in some branches of retail trade, net income 
margins have been traditionally small and have shown a long-term downward 
trend. However, declining margins in part reflect the shift from small store 
retailing to mass distribution outlets. The latter are, of course, better able to 
pay higher wages than their smaller and weaker predecessors. 

These facts are well recognized in the industry. For example, the editor of 
the Progressive Grocer stated about a year ago: 

“Margins have steadily declined over the years, a trend that has contributed 
immeasureably to the success of food store products and to the well-being of the 
food industry and the public as well.” * 

In an August 1955 article, Fortune magazine has made the following prediction 
for the retail industry for the years ahead: “Productivity will rise, costs will 
fall, and so will margins on many products.” 

Retailers frequently contend that theirs is a low productivity industry. Best 
estimates indicate, however, that with increasing concentration in larger and 
more efficient units, productivity in retailing has increased considerably since 
before World War II. As a matter of fact, detailed statistics are not necessary 
to prove this point. Anyone who has shopped in a modern supermarket or in a 
large metropolitan or suburban department store or in one of the huge new 
self-service drug department stores cannot seriously doubt the tremendous im- 
provements in efficiency which have been made by the large firms in virtually 
all branches of retail trade. 

However, to the extent that productivity in the retail industry still lags behind 
technological advances in the rest of the economy, a iarge part of the blame 
must be assigned to the prevalence of low wages paid by retail firms. 

In a study of the retail industry made by Fortune magazine in 1952, entitled 
“What’s Wrong With Retail Salesinanship?” there were two principal answers 
to the question asked: (1) Lack of training and (2) low pay. However, the 
lack of training was itself largely a result of the low wages paid because low- 
paid employees had a high turnover and therefore the firms found that it didn't 
pay to conduct effective training programs. In a later issue, Fortune editori- 
alized: 

“In the course of Fortune’s research on retailing, a special effort was made to 
find out which stores were most conspicuously ahead of the competition on such 
cold figures as turnover rates, gross-sales increases, transactions per salesperson. 
Not surprisingly, they turned out to be precisely the stores that have had the 
most enlightened pay and training policies.” 


2 Robert W. Mueller, Movements in the United States Retail Distribution of Food, paper 


read at the meeting of the American Economic Association and of the American Marketing 
Association, New York, December 1955. Mimeographed release, pp. 12-13. 
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These facts clearly indicate that, if decent wages were paid to retail workers, 
increased efficiency and productivity in the industry would more than offset any 
increase in costs resulting from the higher wages. But even if no allowance is 
made for the expansion in productivity which is sure to take place, the maximum 
potential impact on the industry of an increase in presently substandard wages 
to the $1 minimum is of minimal proportions. 

In his excellent staff report to this subcommittee, Professor Blum has calcu- 
lated that if the $1 minimum wage were applied to the entire retail industry, 
“the maximum conceivable adjustment is estimated to amount to an increase 
in the price of retail goods of less than one-half of 1 percent.” Since the ratio 
of payroll to sales is almost exactly the same for establishments with sales of 
$500,000 or more as for the industry as a whole, Professor Blum’s estimate of the 
impact for the industry as a whole can be assumed to be the same as the impact 
if coverage is restricted to firms with sales of over $500,000. 

Thus, to put it another way, if there were no other compensating adjustments 
and if consumers were to bear the entire cost of the increase in retail workers’ 
wages from substandard levels, the maximum effect would be the equivalent of 
an increase of one-half percent in the Consumer Price Index. Certainly every 
principle of decency and justice dictates that this would be a very small price 
to pay to assure a minimum standard of health and decency to retail workers 
and their families. 


Laundries and dry-cleaning establishments 


The original retail exemption applied to laundries and dry cleaning as well 
as to other retail establishments. However, exemption of laundry and dry- 
cleaning workers was reinforced by a 1949 amendment (see. 183 (a) (4)) which 
specifically exempted nearly all employees of laundry and dry-cleaning estab- 
lishments. No more than about 57,000 of the 580,000 employees in laundry and 
dry-cleaning establishments, principally those in firms providing laundry service 
for industrial and commercial customers, are presently covered by the FLSA. 

The wages of workers in these industries are among the lowest in the entire 
economy. The Bureau of Labor Statistics made a survey of average hourly 
earnings of selected occupations of workers in power laundries and dry-cleaning 
establishments in May—July 1955 in 29 cities. Average hourly earnings (includ- 
ing male and female) were only $1.06. 

They were as low as 63 cents in Birmingham and Nashville, 66 cents in 
Atlanta, and 67 cents in Memphis. Average hourly earnings of females in Nash- 
ville were actually 57 cents, or not even three-fifths of the minimum wage of 
$1. Since these are averages, obviously many workers were receiving hourly 
wages of 50 cents and even less. 

Even in New York State average hourly earnings of all laundry workers in 
October 1955 were only $1.08, according to a New York State Department of 
Labor survey. About 17 percent of the workers earned less than 90 cents an 
hour and 35 percent earned under $1. Although wages were somewhat higher 
in cleaning and dyeing establishments, 12 percent of cleaning and dyeing workers 
received less than 90 cents an hour and 20 percent less than $1. 

While it is often claimed that laundry and cleaning and dyeing workers are 
protected by State minimum-wage orders, actually only about half of the States 
have minimum-wage orders covering laundry workers, and still fewer cover 
cleaning and dyeing workers. Moreover, even in those States which have 
mimimum-wage orders applying to laundry and cleaning and dyeing workers, 
they are extremely inadequate and most of them are sadly out of date. 

For example, Minnesota, Illinois, and Ohio have not revised their orders since 
the 1930’s. The laundry order in Arkansas actually dates back to 1915 and pro- 
vides as the minimum rate $1.25 for an 8-hour day or 15.6 cents an hour. Even 
some of the advanced industrial States have not done much better. For example, 
in Illinois the rates for these workers range from 23 


23 to 28 cents an hour; in 
Minnesota from 23 to 32 cents; and in Ohio the rate is 27 


27.5 cents for laundry 
and 35 cents for cleaning and dyeing. Only recently, New Mexico promulgated 
a 50-cent minimum hourly rate for this industry. 

Thus it is clear that workers in the laundry and cleaning and dyeing in- 
dustries receive virtually no protection from State minimum-wage laws. 

This bill would remove the exemption from large-scale chain laundry and clean- 
ing and dyeing establishments; that is, firms having 5 or more establishments 
and/or an annual business of at least $500,000. Minimum-wage protection would 
be extended thereby to large industrial and commercial laundries and cleaning 
establishments but the small home laundry would continue to be exempt. 
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With this change, coverage would be extended to approximately 160,000 ad- 
ditional employees so that, with those already covered, a total of about 217,000 
or slightly more than one-third of the workers in these industries would be 
covered. Indeed, it might even be both feasible and desirable to provide an 
even greater extension of coverage than the above formula would make possible, 


Hotels 

The present retail exemption also applies to hotels. Reference has already 
been made to the big-business character of a large part of the hotel industry, 
which employs roughly 500,000 workers. 

Wages of hotel workers are notoriously low. The BLS made a survey of 
earnings of hotel service workers in 19 cities during the summer of 1955. This 
survey showed very low wages generally as well as wide regional variations 
for the same occupation. 

For example, citywide averages for chambermaids ranged from 40 cents or 
Jess an hour in 4 southern cities to $1.27 in San Francisco. Even in Phila- 
delphia and Washington, they averaged only about 80 cents an hour. The vari- 
ation for pantrywomen was even greater, ranging from 39 cents an hour in 
Birmingham to $1.68 in San Francisco. Average hourly earnings for dish- 
washers ranged from 32 cents in Houston to $1.34 in San Francisco. 

Employees in these occupations, despite their low wages, receive no tips. As 
a matter of fact, contrary to the widespread impression, only a small proportion 
of hotel workers receive tips. Thus a New York State survey for January 1956 
found that only 22 percent of the State’s hotel workers received tips from cus- 
tomers in addition to their cash payment. 

The extremely low wages paid to a large proportion of hotel workers emphasize 
the urgent need of hotel workers for minimum-wage protection. The provision 
in this bill revising the retail exemption would also apply to hotels. If it were 
adopted, some 235,000 employees, or roughly one-half of all hotel workers, would 
gain minimum-wage protection. 


Wholesale trade 


About 10 percent of the Nation’s 2144 million wholesale workers are exempt 
from coverage under the FLSA. Mainly because of the restricted definition of 
“interstate commerce” in the present act, in most wholesale establishments only 
part of the employees are protected. Moreover, the same employee may be sub- 
ject to the act in one week but not in another. 

There can be no question of the interstate character of the wholesaling in- 
dustry, and therefore there is no reason for exclusion of wholesale workers 
from the act’s protection. Moreover, a considerable number of wholesale workers 
receive very low wages. Thus in a recent BLS survey covering wholesale trade, 
it was found that average hourly earnings for material-handling laborers in 
Atlanta were $1 an hour and for one category of truckdrivers only $1.07. In 
Baltimore, janitors in wholesale establishments averaged only $1.08. Since the 
averages in these categories were at or barely above the statutory minimum, it 
is obvious that many workers were actually receiving less than the $1 minimum 
wage. 

The change in the basic coverage of the law which would be brought about 
with enactment of this bill, which has been previously discussed, would extend 
FLSA coverage to virtually all of the nearly quarter of a million workers in 
wholesale trade now exempt. 


Telephone 


Under section 13 (a) (11), the law exempts from its protection “any switch- 
board operator employed in a public telephone exchange which has not more 
than 750 stations.” It is worthwhile to recall that the original FLSA did not 
exempt any telephone operators. In 1939 the law was amended to exempt 
operators in exchanges with less than 500 stations-and 10 years later the exemp- 
tion was extended to exchanges with 750 stations. 

As of October 1955, there were approximately 200,000 telephone operators 
employed in the Bell System, none of whom, so far as we have been able to 
ascertain, were receiving less than the $1 minimum wage. There are about 
38,000 telephone operators in the independent (non-Bell) branch of the telephone 
industry of which 22,000 are exempt from the FLSA because they are employed 
in telephone exchanges servicing less than 750 telephones. 
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Under the 750-station exemption, even the giant Bell System could legally pay 
less than the $1 minimum in its smaller exchanges and conceivably may be doing 
so in areas which are not organized by unions. However, large companies in the 
independent branch of the telephone industry are taking advantage of the 
exemption, including the General Telephone Co., a large holding company with 
a total plant investment of around $700 million. This company has been able 
to pay substandard wage rates because minimum wage protection has been denied 
to telephone operators employed in small towns. Many other comparatively 
large and prosperous telephone companies are also taking advantage of the 
exemption. 

There are, however, some independent companies which do pay all of their 
employees at least $1 an hour, including a number of companies operating 
exchanges in very small towns which would qualify for the exemption. The 
fact that these companies have not taken advantage of the exemption is a clear 
indication that other telephone companies could afford to pay the statutory 
minimum wage. Most States have no minimum wage orders for telephone 
operators. The result is that telephone operators exempt from coverage under 
the FLSA are also unprotected under State legislation. 

We strongly endorse the removal of the exemption for telephone operators 
which would be accomplished under this bill. 


Processing of farm commodities 


The exemptions applying to workers engaged in packing, canning, and other 
processing of agricultural commodities (secs. 18 (a) (10), 7 (b) (3), and 
7 (c)) are perhaps the most complicated in the act both in terms of deter- 
mining the application of these exemptions and administration of them. The 
Labor Department estimates that nearly a quarter of a million workers em- 
ployed in processing of farm commodities are exempt from minimum-wage pro- 
tection. In addition, large numbers of workers are denied overtime pay during 
all or part of the year in so-called seasonal industries. 

Here is what the Labor Department says about the various exemptions apply- 
ing to these industries: 

“The result produced by the complex of exemptions applicable to a portion of 
the employees in the industries engaged in handling and processing agricultural 
commodities is unsatisfactory from the standpoint of everyone concerned. The 
exemptions are often not understood by employers, are difficult to administer, 
and produce competitive inequities.” 

According to the Labor Department, approximately 230,000 workers engaged 
in handling and processing farm commodities are completely exempt from all of 
the act’s protections (minimum wage, maximum hour, and overtime) because 
they are employed “in the area of (farm) production.” The Department esti- 
mates that about one-sixth of these workers receive less than 75 cents an hour 
and two-thirds are paid less than $1 an hour. 

Although all sorts of arguments have been advanced for continuing the exemp- 
tion for this group of workers, in a statement submitted at the 1955 congressional 
hearings the Labor Department said that its own hearings on the definition of 
the “area of production” produced “substantial evidence that the payment of 
the 75-cent minimum occasioned no economic hardship on those establishments 
not within the exemption.” On the other hand, the continued exemption for a 
large proportion of the agricultural processing workers produces unfair compe- 
tition based on substandard wages between those employers who are exempt 
and those who are not. 

In addition to the 230,000 farm processing workers completely exempt, about 
660,000 additional workers are exempt from the overtime provisions of the act 
for all or part of the year. It is argued that the overtime exemption is neces- 
sary to permit expeditious handling of farm products in these highly seasonal 
industries. 

Just because workers in these industries have such irregular employment, the 
overtime exemptions should be abolished. Complete FLSA protection would 
assure the low-paid workers who are forced to find jobs in these seasonal indus- 
tries a more adequate income. Withdrawal of the overtime exemptions would 
also provide an incentive to employers in these industries to attempt to regu- 
larize their production to the maximum extent possible. 

That this can be done is evidenced by the fact that a number of canning firms 
under union contract do not have a seasonal overtime exemption even though 
it would be permitted under the present law. 
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In order to extend full protection of the law to workers in processing of agri- 
cultural products, this bill repeals all present exemptions applying to them, 
This would assure a minimum wage and overtime protection to nearly 900,000 
workers now completely or partially exempt from FLSA protection. 


Agriculture 


Examination of the size distribution of American farms reveals how much 
of farming today is big business. In 1954, of the 4.6 million farms in the United 
States, some 3.3 million sold less than 15 percent of the total marketable farm 
products. These are the smaller farms. They are rapidly disappearing due to 
consolidation of land into the ever larger units required for economical opera- 
tion to keep pace with the rapid technological strides in agriculture. 

They there are about 1144 million family farms, most of which were operated 
entirely by the farmer and the members of his family. They accounted for an 
additional 60 percent. 

At the other end of the scale, in 1950 (later figures are not available), there 
were only 70,000 large farms (5,000 or more acres in the West, 1,000 acres or 
more in the rest of the country) which covered one-third of the land in the 
United States and two-thirds of the land in the Western States. These farms 
are getting bigger and fewer. They produce one-fourth of the farm products 
sold on the market and employ the bulk of the Nation’s farmworkers. 

Agricultural workers are compietely denied the protection of the FLSA. Yet, 
perhaps more than any other group, they have the greatest need for the act’s 
protection. Since they are not covered under unemployment insurance, they 
have no income to fall back on when they are out of a job. Most of them are 
employed in highly seasonal work and are without work a good part of the year. 
Because they are exempt from coverage under the Labor Relations Act, they 
have no bargaining power and are completely at the mercy of their employers. 
All attempts of farm workers to organize into unions have been met with the 
most violent resistance by organizations of large farm employers and other 
powerful interests such as the notorious Associated Farmers in California. 

Today a large proportion of farmworkers are employed on large-scale mech- 
anized corporate farms which do not bear the slightest resemblance to the small 
family farms. These big business farms have been aptly described as “fac- 
tories in the field.” 

Workers on these mammoth farms are hired and paid in the same manner 
as factory employees and may be discharged or laid off whenever the employer 
desires. Most of them are engaged in simple repetitive operations which are 
not very different from those performed on factory assembly lines. 

There is no question that the large corporate farm enterprises can afford 
to pay the minimum wage. Actually, many of the larger farms are combined 
under single ownership and operation, either by wealthy individuals or corpora- 
tions, often engaged not only in producing but also processing and distributing 
farm products. Yet most of these firms, large and prosperous as they are, pay 
pitifully low wages to their employees who work in the fields as the following 
few examples indicate: 

The DiGiorgio Fruit Corp., of San Francisco, engaged in producing, processing, 
and distribution of fresh fruits, farms 18,000 acres in California and an addi- 
tional 4,000 acres in Florida. This farm employs 2,000 farmworkers whose 
wages range as low as 87 cents an hour. 

Southcoast Sugar Corp., of New Orleans, engaged in producing and processing 
sugarcane, farms 31,000 acres in Louisiana and employs 434 farmworkers and 
451 sugar mill and refinery workers on a regular basis. It pays as little as 
50 cents an hour for fieldwork, and its highest rate, which is for farm truck- 
drivers, is a measly 65 cents an hour. 

Some few companies with more up-to-date labor policies do pay wages above 
the FLSA statutory minimum even though the law does not require them to do 
so. For example, Seabrook Farms, of Bridgeton, N. J., engaged in producing 
and processing vegetables on 30,000 acres in New Jersey, employs 1,200 workers 
on a regular basis. The basic wage rate for farmworkers under the union Ccon- 
tract is $1.09% an hour. 

The United States Department of Labor collects warm wage data in connec- 
tion with the establishment of prevailing wages for workers imported from 
Mexico. (Incidentally, it is ironical that the Mexican workers employed on 
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United States farms are guaranteed at least some kind of a minimum wage 
while American farmworkers are denied all protection whatsoever.) The De- 
partment’s reports for September and October 1956 on selected farm activities 
show wages being paid in Pinal County, Ariz., for irrigation work, 70 to 80 cents 
per hour. Santa Clara County, Calif., grape picking, $1.25 per hour. Sonoma 
County, Calif., apple picking, $1 per hour. Merced County, Calif., harvesting 
almonds and walnuts, $1 and $1.25 per hour. Longmont, Colo., vegetable har- 
yest, 75 cents per hour. Bay City, Mich., harvesting lima beans, $1 per hour. 
Jackson County, Oreg., packing and storing of fruit, $1.25 to $1.42 per hour. 
(Most of the data collected by USDL is based on piece rates and is therefore 
of no value). 

The United States Department of Agriculture also publishes a monthly report 
based on going rates given by 20,000 farm reporters throughout the country. 
The report is given on overall average wage rates on a State by State basis. 
The USDA Farm Labor Report shows rates in 28 States—$1 or more per hour 
as of October 1, 1956. The highest rate reported was $1.25 per hour in Connecti- 
eut. The State of Washington had an average of $1.23 per hour; California and 
Oregon rates averaged $1.14 per hour for farmwork. In 5 States the average 
farm wage rate was in excess of 90 cents per hour. The lowest rates reported 
were 48 cents in South Carolina; 54 cents in Mississippi; 57 cents in Tennessee; 
and 59 cents in Alabama. 

Of course, since all of these figures are averages, it can readily be seen that 
large numbers of farmworkers all over the country are being paid far less than 
$ian hour. Yet the fact that some farmworkers do receive $1 and more indi- 
eates that extension of minimum wage protection to workers on large farms 
is both practicable and equitable. 

FLSA protection can be extended to the large proportion of the Nation’s 
farmworkers who are employed on the relatively few large farms. This can be 
accomplished with minimal effect on the small and family-sized farms which 
employ only a small proportion of farmworkers. Indeed, they would be better 
able to compete with the few large-scale farm enterprises if the latter had to 
pay their employees decent wages. 

In order to extend FLSA protection to 14%4 million farmworkers employed 
on large farms, this bill would extend coverage to any employee employed in 
agriculture, during any calendar quarter, by a farm enterprise which used 400 or 
more man-days of hired farm labor during any of the preceding 4 quarters other 
than labor performed by members of the family of a farmer-operated farm. 


Fish processing 


Under section 13 (a) (5), minimum wage coverage is denied to all fish process- 
ing workers except those engaged in canning fish. This exemption applies to 
some 26,000 onshore fish processing workers. 

In actual practice, plants engaged in both canning and in freezing or other 
types of processing do not discriminate among their canning and noncanning 
workers and therefore pay at least the minimum wage to all of their employees. 
We can see no reason why firms engaged in fish processing other than canning 
should not pay the minimum wage which some of their competitors already pay. 

In order to assure FLSA protection to all fish processing workers, this bill 
would remove the exemption now applying to such workers. 


Logging 


Section 13 (a) (15) exempts from coverage logging establishments with 12 
or less employees. This exemption was established in 1949, ostensibly on the 
grounds that small lumbermen could not compete with large operators unless 
they had a wage advantage. In actual practice, a cutoff point in the exemption 
as between small and large employers has been more theoretical than actual. 
While the law intends that only employers of 12 or less be exempt, the large 
firms have simply subcontracted a good deal of their business to the smaller 
firms thereby depriving workers who would ordinarily be employed by the large 
employers of minimum wage protection. 

By eliminating the present exemptions in the present law, this bill would 
Testore minimum wage protection to logging employees. 


Other 


By eliminating exemptions in the present law, this bill would also assure 
FLSA protection to various groups of workers in miscellaneous industries and 
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occupations not now covered. They include a considerable number of workers 
employed in the maritime trades, small newspapers, small telegraph agencies, 
local transit and taxicab companies, as well as an estimated 1,350,000 outside 
salesmen. Many of these workers receive very low wages and are badly in neeg 
of the protection of the FLSA. These exemptions are not only unfair to the 


workers not covered, but also create inequitable situations as between competing 
companies in the same industry. 


CONCLUSION 


With adoption of this bill approximately one-half of the 20 million workers now 
exempt would gain FLSA protection. The various groups of workers currently 


excluded from FLSA benefits who would be covered are roughly estimated as 
follows: 


Retailing and service (including laundry and cleaning) 
Outside salesmen 

Agriculture 

Construction 

Wholesaling 

Hotels and inns 

Agricultural processing 

Finance, insurance and real estate 


Small logging operations 
Mining and manufacturing 
Local transit companies 
Small newspapers 

Seafood processing 
Taxicab companies 

Small telephone exchanges 
Miscellaneous 


These workers are predominantly in low wage categories and are in fact 
in the greatest need of the law’s protection. There is no reason why the FLSA 
should continue to discriminate against them. 

The extension of coverage that would be effected under S. 1267 is moderate 
and practicable. It is basically fair and economically desirable. At the same 
time, enactment of S. 1267 would also ease many of the administrative problems 
which the Labor Department has had to meet in attempting to determine the 
precise limitations upon the act’s coverage. 

We ask the Congress to give careful and sympathetic consideration to the need 
for extension of coverage of the FLSA to large groups of low-paid workers 
now denied its protection. In order to accomplish this objective as soon as 
possible, we urge enactment of 8S. 1267 at the earliest possible date. 
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TaBLe 2.—Distribution of retail trade establishments by volume of sales, 1954 
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TABLE 2.—Distribution of retail trade establishments by volume of sales, 1954— 
Continued 
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TABLE 2.—Distribution of retail trade establishments by volume of sales, 1954~ 
Continued 


Sales 


Payroll 
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Employees 








Percent | Percent Percent Percent 
100.0 | 100.0 | 100. 0 100.0 
.2| . : l 3.3 | 2.7 
1.0 8.3 6.8 
27.3 50. 9 | 57.0 52.3 
71.5 38.6 31.4 38.8 
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Percent | Percent | Percent 
100. 0 100.0 | 100.0 
11,1 | 10.5 | 8.0 
13.0 | 12.4 | 10.3 
39.7 44.1 40.6 
36. 2 32.9 | 41.1 


Note.—Percentage figures may not add to totals because of rounding. 
Source: Computed from 1954 Census of Business, Retail Trade, Bulletin R-2-2 





TABLE 3.—Percentage changes of retail establishments by size, sales, and 
employment, 1948-54 


Number of employees 


Full 











| 
Sales | Total | work- Payroll 
week 
rae | w | 
31.2 | 4.7 | 4.6 | 34.4 
all hip pean pacaaipaRinaticaee stare 
73.1 18.1 14.2 | 51.7 
39.9 15.8 15.6 40.3 
24.3 9.9 | 8.2 34.3 
8.4 —12.4 —9.9 13.8 





























Industry 












All industry 
Retail trade 
Wholesale trade 
Manufacturing 
Finance, insurance and real estate 
Transportation 

















Government 












Taste 4.—Average annual earnings in United States for full-time employee, 1955 
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Source: U. 8. Department of Commerce, Survey of Current Business, July 1956, p. 20 
Asshown in: Sar Levitan’s Application of Fair Labor Standards Act to Retail Trade, Library of Congress 
Legislative Reference Service, Jan. 31, 1957, table 3, p. 10. 


Source: Computed from U. S. Census of Business, 1948, vol. 1, Retail Trade, Genera] Statistics, pt. I, 
table 2B; 1954, Retail Trade, Sales Size, Bull. R-2-2, advance report, table 2A. 
As shown in: Sar Levitan’s Application of Fair Labor Standards Act to Retail Trade, Library of Congress 
Legislative Reference Service, Jan. 31, 1957, table 3, p. 10. 
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TaBLe 5.—Payrolls as percent of sales in retail trade establishments with sales 
of $500,000 and over, 1954 
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Source: Computed from 1954 Census of Business, Retail Trade, Bull. R-2-2. 
APPENDIX B 


INVESTIGATION OF WAGES AND LiIvING CONDITIONS OF WorKERS Nor CovERED BY 
THE Farr LABOR STANDARDS AcT 


On the following pages are summaries of interviews compiled by AFL-CIO 
research teams in three cities—Asheville, N. C.; Springfield, Mo., and Pottsville, 
Pa. In some cases names are marked “fictitious” because workers were afraid 
they might lose their jobs if they permitted their names to be used. In every 
case, however, the AFL-CIO interviewers talked to the workers described, and 
in many instances visited the workers in their homes to obtain firsthand informa- 
tion on their living conditions. 


I. ASHEVILLE, N. C. 


Asheville, N. C., has a population of 53,000 (the metropolitan area includes 
about 124,000). Its principal industries are textiles, chemicals, and furniture. 
It is also an important resort area. 

When the higher minimum wage went into effect March 1 for those in 
“covered” industry, it brought raises to an estimated 1,200 workers in Buncombe 
County in which Asheville is located. This is about 10 percent of the total 
number of manufacturing workers in the county. 

North Carolina has no State minimum wage law. A maximum hour law pro- 


vides that no employer shall employ a female for more than 48 hours a week 
or 9 hours a day. 


1. Mrs. Mary Smith (fictitious name) 


Employment and earnings—Mrs. 8S. has worked 2 years in a laundry. She 
earns $27.50 for a 5214 hour week, or about 52 cents an hour. Her first year 
she earned only $25 a week. 

Family composition and sources of income.—Mrs. S8’s earnings are the sole 
source of income for herself and her 2 children living at home, ages 15 and 13. 

Living conditions.—Mrs. 8S. and her family live in a 5-room frame bungalow. 
They have inside plumbing, but no central heating. A wood stove heats the 
living room, and the family cooks on a coal stove. She has a refrigerator (pur- 
chased for her by her son-in-law) but no other appliances. The only furniture 
she owns is the stove, an old cabinet, and two old-fashioned beds which need new 
mattresses. (Mrs. S. is presently -borrowing a three-piece living room suite from 
a married daughter to help furnish her home, but at the time of the interview, 
this was soon to be returned.) 

Mrs. S. says she has not spent $10 in clothing on herself in the last 2 years. 
“I have gone back and forth to work with my feet on the ground—with holes in 
my shoes,” she said. Her children are also in need of shoes and clothes. 

She feels her son needs vitamins, but she is unable to buy them. Her daughter 
can’t get the dental care she needs, and Mrs. Smith herself needs new glasses, 
which she can’t afford to buy. 

The family spends nothing on recreation, unless the children earn money baby- 
sitting for other families to pay for a movie. The children have their noon 
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meal at school at a cost of $1.15 a week. Supper consists mostly of vegetables— 
dried beans, potatoes, tomatoes, corn, and bread. She buys no fresh fruit; just 
a couple of cans of applesauce. Mrs. S. buys 1 quart of milk every other day, 
ee she nor her daughter drink milk, because her underweight son needs it 
most. 

Immediate expenditures if wage was raised to $1 an hour.—“First thing, la 
buy more substantial food for my children. Next I’d have my eyes tested and 
my glasses fixed. I’d have my daughter’s teeth fixed. I'd pay on my debts and 
then I’d buy the mattresses we need and a few clothes.” 


2. Mrs. Dorothy Lane (fictitious name) 


Employment and earnings.—Mrs. L. earns 85 cents an hour as a salesclerk in 
an Asheville department store. Mrs. L. reports that salesclerks technically re. 
ceive “commissions” in addition to their hourly pay, but the quotas are set too 
high for them to earn such extra pay. She works a 48-hour week (during the 
Christmas season even longer). 

Family composition and sources of income.—Mrs. L. supports herself and 2 
boys, ages 15 and 4, on her salary. The only other source of income is a part- 
time job her older son holds which brings in about $6.50 a week. 

Living conditions.—Mrs. L. pays $50 a month rent for a 3-room apartment with 
bath. She pays for her own gas and lights. One of Mrs. L.’s major complaints 
is that, on an hourly wage of only 85 cents, the store expects its employees to 
wear clothes comparable to their customers’. On such a salary she simply can’t 
afford special clothes for every season of the year. 


3. Mrs. Fay Taylor 


Employment and earnings.—Mrs. Taylor earns $2.50 a day as a waitress in the 
Holiday Restaurant. She is allowed 2 meals a day on which the employer 
places a menu value of $3. Her tips amount to “not over $15 a week.” She 
works an 8%-hour day, 6 days a week, if business is good. 

Mrs. Taylor has to pay for uniforms out of her salary. The initial cost of 
the uniform runs from $7.50 to $15. White shoes cost $8.50 a pair. She must 
wear hose at a cost of about $1.35 a week. 

Family composition and sources of income.—Mrs. Taylor supports herself and 
her aging, ailing father. Her father receives $90 a month on a note owed him, 
but this will soon be paid up. His income is not sufficient to cover his high 
medical expenses. 

Living conditions.—The Taylors live in a modest home. They have a refrig- 
erator, a car, and a deep freeze. Mrs. Taylor raises many of her own vege 
tables for the deep freeze. She also raises chickens. 

Mrs. Taylor’s major financial problem is her father’s medical bills. He has 
angina and neuritis and must make frequent trips to the doctor and the hospital. 
She has bills of $600 to the Mission Hospital and owes the doctor $200. (Mrs. 
Taylor produced checkbook stubs for bills totaling $82.63 for November and 
December alone.) 

Immediate expenditure if wages were raised to $1 an hour.—“I'd clear up the 
indebtedness on my medical and hospital expenses. Next I’d get the dental 
work done that I need.” 


4. Information on laundry workers obtained by John Jervis, president, AFL-CIO 
Central Labor Union of Asheville 

Starting rate: $88 a month. 

“Going” rate: $98 a month. 

Hours: 48 per week. 

Bonus: If an employee does not miss any workdays in a given month, he re 
ceives a $5 bonus. 

Fringe benefits: Two weeks vacation with pay. 

5. Additional information on wages in local retail establishments 

A. Fain’s Thrift Store: Salesclerks, $18 to $24 per week; $30 per week maxi- 
mum. 

(Mr. L. C. Jones, a salesman in an Asheville clothing store, stated that this is 
representative of prevailing retail wages in the area.) 

Commission : $1 to $4 per month. Fain’s is said to have announced that those 
who failed to make their sales quota 2 months straight would be automatically 
fired. 

Fringe benefits —One week’s vacation for 2 years’ service; paid sick leave, life 
insurance, and hospitalization. 
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B. Eckerd’s Drugstore (chainstore) : Counter girl, 39 cents per hour for 58- 
hour week. 

C. Ivey’s Department Stores: Salesclerk, $25 per week. 

D. Rose’s Dime Store: Salesclerk, 50 cents per hour. 

E. Bon Marche Department Store: Cashier, $30 per week. 

F. Hatshop (not named) : Salesclerk, $26 per week. 

G. Grocery store (not named) : Clerk: $35 per week. 

Nore.—The above information was obtained from employees or close relatives 
of employees in the stores who did not want their names mentioned for fear of 
losing their jobs. 

II. SPRINGFIELD, MO. 


Springfield is the fourth largest city in Missouri, with a population of 91,900. 

Slightiy more than a third of its working population—16,300 out of a total 
employment of 45,600—hold jobs in trade and service industries. 

Missouri has no minimum-wage law. According to the Missouri division of 
Employment Security Office, most retail and service workers in Springfield in 
“ygncovered” employment earn less than $1 an hour. Among hotels, restaurants, 
laundries, retail foodstores, gas stations, and local department and variety stores 
wages range between 75 and 90 cents an hour. 

1. Lawrence Suggs 

Employment and earnings.—Mr. Suggs works in a laundry, loading laundry 
extractors and taking care of similar tasks. He makes 90 cents an hour fora 
40-hour week. Mr. Suggs reported, “Last week, I only worked 18 hours; it’s 
been a couple of months at least since I worked a 40-hour week.” He works 
Sundays and holidays with no overtime. He is a member of the laundry workers’ 
union and has been working at the Springfield Laundry for 4 years. 

Family composiiion and sources of income.—Mr. Suggs is the sole support of 
his wife and three young children. 

Living conditions.—The Suggs pay $30 a month for a 4-room frame house. The 
house is more than 5 years old and badly in need of repairs. There is no inside 
plumbing, no hot water, and no central heating. The house is heated by a wood- 
burning stove in the living room, which also doubles as a bedroom at night for the 
two small girls. Mr. Suggs “shops around” to get wood without cost, then pays 
$4 an hour to get it cut. He estimates the cost of the wood at about $30 a winter. 
The family has an oil stove in the bedroom, but it is seldom used. “We don’t 
have the money to get oil.” 

The family doesn’t have money to buy adequate food. Mrs. Suggs reported, 
“We get just 1 quart of fresh milk a month. Otherwise we get canned milk and 
add water to it. That runs about 17 cents a can, and it makes a whole quart, 
s0 that saves us 7 cents a quart right there. We have either hamburger or pork 
for meat, maybe three times a week. You get used to it and you like it because 
it’s less expensive, so you buy it all the time.” It’s been 4 years since the family 
was able to afford a turkey for Christmas. Christmas is also the only time the 
children get oranges. 

“We cut down on a lot of things so we can get by,” Mrs. Suggs said. “Food, 
doctors, clothes—we don’t buy what we should. We try to get the kids the shoes 
they need, but we only can do that one at a time. And they usually have to do 
without things to cover their legs—they haven’t had new jeans for a couple of 
years, and they grow fast, too.” 

The Suggs’ major debt is a bill for about $100 incurred to repair a water-pipe 
leak last year. 

Immediate expenditure if wages were raised to $1 an hour.—Mrs. Suggs said, 
“We'd get the bills straightened up and then use the money where we needed it. 
Things like dentist work for the children, and clothes. And we'd get a quart of 
milk every day. And oranges more-often than just at Christmas.” 


2. Mrs. Cora Martin 


Employment and earnings.—Mrs.’ Martin earns $4.47 a day, take-home pay, at 
the Colonial Hotel where she works as a maid. 

Family composition and sources of income.—Mrs. Martin is the main bread- 
winner for her family of three young children. Mr. Martin earns about $10 a 
week doing odd jobs such as trash hauling. Two years ago he lost an eye in an 
industrial accident, and since that time has been unable to get regular employ- 
ment. Rosemary Martin, a 19-year-old daughter, also works. She is an elevator 
operator at the Springfield Hotel. 
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Living conditions.—The Martins purchased a 5-room house 8 years ago and pay 
about $46 a month in mortgage, taxes, electricity, and heat. Formerly they useq 
butane gas for heat, but have switched to a wood stove to save money. 

The family owns a secondhand car, purchased to enable Mrs. Martin and Roge. 
mary to commute to and from work. They pay about $39 a month on the car, 
Furniture purchased on the installment plan costs about $40 a month. Mrs, 
Martin borrowed an additional $100 at Christmas to meet car payments. 

Buying adequate food for the family is a problem. The Martins eat very little 
meat. Asked about the family’s suppertime meals, Mrs. Marton said, “Well, ry 
make a big pot of soup sometimes, and we get by on that.” 

Medical expenses are another source of financial worry. Mrs. Martin has to 
go to the doctor’s every week for shots for trouble she’s had with her jaw. They 
cost $3 to $5 a visit. “I still owe about $70 on my husband’s hospital bill from 
his accident. I pay them whenever I can. One of the children had to go to the 
dentist, and it cost $3 to have a tooth taken out. Two more teeth have to come 
out, he said, but we don’t have the money for it.” 

Immediate expenditure if wages were raised to $1 an hour.—(a) “I'd pay off 
my bills as fast as I could and then get better food and clothes for the kids.” 
(b) We could get their teeth fixed too.” 


8. Mrs. Margaret Brown 


Employment and earnings.—Mrs. Brown earns 71 cents an hour at the Selmier. 
Peerless Laundry, a commercial laundry in Springfield. Although a 45-hour 
week is called for in the company’s contract with the Laundry Workers’ union, 
employees have been putting in 30 hours or less. Mrs. Brown testified that “last 
week my paycheck amounted to $19.57, and this week it will be less because hos- 
pitalization and other deductions will be taken out.” 

Family composition and sources of income.—Mrs. Brown has been helping to 
support her son, his wife, and two young daughters ever since he was completely 
disabled overseas in the Army Air Force. The only other source of income for 
the family is her son’s 100-percent disability allotment of $126 a month. 

Living conditions.—The family has to spend about $15 a week on food. Be 
tween food and other “must” expenses, they have barely enough left over to 
pay the utility bills. 

“We had some money in the bank, but that ran out because we had to have 
my son in the hospital. The Government paid his hospital bills when he was in 
the veterans’ hospital in St. Louis, but that’s almost 250 miles away and so cost 
us quite a bit to visit him.” 

The Browns are so far in debt now they have had to mortgage some of their 
furniture. 

Mrs. Brown hasn’t been to a movie in about 3 years. “TI haven’t had a new 
dress in so long I can’t think when I did get one. And the only new shoes I’ve 
had were given me as a Christmas present.” 

Immediate expenditures if wages were increased to $1 an hour.—Clean up 
debts. Food and medicine. “There’s medicine I need, but haven’t been able to 
buy just because I don’t have the money.” 


4. Mr. Ira Webb 


Employment and earnings.—Ira Webb is a dishwasher at the Colonial Hotel. 
He earns 56 cents an hour. 

Family composition and sources of income.—Ira supports his wife and two 
granddaughters. His son was unemployed, but recently got a job at the hotel 
with Ira. 

Living conditions—The Webbs live in a ramshackle three-room frame house 
which Mr. Webb purchased for $750 in 1945. Mr. Webb has put in electric wir- 
ing and a roof over its east portion himself. He has also installed indoor 
plumbing. As yet, the house does not have hot water. 

The family buys about a gallon of milk a day because “it’s good for the chil- 
dren,” but otherwise tries to eat “as cheaply as we can.” Although most of their 
income goes for food, Mrs. Webb feels the family doesn’t eat as good as they 
should. “I don’t mean meat every day; I mean meat once in a while, and fresh 
vegetables and fruit, and maybe a candy bar for the girls.” 

Clothing is also a problem. The 6-year old didn’t go to school 1 week in 
January because the weather was too cold and she didn’t have a winter coat 
and leggings to protect her from the cold during the 6-block walk. 

The Webbs have many outstanding debts. They owe 3 years back taxes on 
the house; they have a bank loan of $316, incurred when a new sewer had to be 
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put in. The family needs dental work but can’t afford it. “I have four teeth 


left—I pulled most of them out with my fingers when they got hurting so bad 
that I just had to.” 

The family’s only electrical appliance and source of recreation is a radio 
pought 6 years ago for $30. “The girls have never been to a movie in their life. 
And we can’t even afford to buy them a toy or a game.” 

Immediate expenditures if wages were raised to $1 an hour.—Pay up debts; 
buy better food ; and have dental care. 


Additional information obtained on wages in service trades in Springfield 


A. A hotel dishwasher showed interviewers his paycheck covering 14 days of 
work. His take-home pay for a 7-day workweek came to $27.07 or $3.86 a day. 
He supports three dependents on his salary. 

B. A Springfield hotel pays bellhops 23 cents an hour on the premise they also 
get tips. 

C. A retail clothing store sales clerk earns 67 cents an hour. 

D. Supermarket checkers earn 72 cents. 

E. “Dime” store clerks earn about 50 cents an hour. 


III. POTTSVILLE, PA. 


Pottsville, Pa., has a population of 23,500 (the metropolitan area, Schuylkill 
County, includes about 224,000). It is an area of chronic unemployment due 
to the decline of anthracite coal mining, once its most important industry. 
Today, Pottsville’s largest employment source is the apparel industry which 
accounted for about one-third of the area’s nonfarm wage and salaried employ- 


ro 


ment in 1953. 

As of November 1956, the unemployment rate among men was 16.2 percent of 
the available civilian labor force. Men account for nine-tenths of the unem- 
ployed, and over half are skilled or semiiskilled workers—many former miners. 
Because the apparel industry is largely women-employing, unemployment 
among women is only 4.7 percent. Based on this employment situation, it is 
common in Pottsville for wives and daughters to be the principal or sole wage 
earners in a family. Older women, who face an age barrier in the factories, 
are forced to accept whatever wages they can get in the retail and service trades 
to support their families. 

Pennsylvania’s minimum-wage law, enacted in 1941, covers women and minors 
only. Two wage orders have been issued under the statute as of January 1957. 
The restaurant and hotel minimum, effective in 1947, establishes an hourly rate 
of 29 cents for service workers and 39 cents for nonservice. Laundry workers 
are covered by a 1941 wage order establishing an hourly rate of 27 cents. No 
wage order has been issued on retail trade. 


1, Joan Leland (fictitious name) 


Emplcyment and earnings.—Joan Leland has worked 19 months as a checker 
in a large grocery store. She started out at $22 a week, was paid $25 a week for 
9 months, and now makes $38 for a 43-hour week. 

Family composition and sources of income.—Miss Leland is 20 years old. She 
lives with her mother, father, a 25-year-old brother, and 5 young children. Miss 
Leland is the only member of her family who was employed steadily in 1956. 
Her father can only find work intermittently. In 1956, he earned about $1,600 
including unemployment insurance. 

The 25-year-old brother has not been able to find steady work since he was 
discharged from the Army a few months ago. 

Living conditions—The Leland family of 9 own a 5-room frame house, over 
100 years old. They pay about $12 a month on the mortgage. 

The house has no central heating, no indoor plumbing. The downstairs is 
heated by a coal stove in the kitchen and living room. The upstairs is unheated, 
and in the winter, Mr. L. who generally sleeps in the attic has to sleep in the 
living room because the attic gets too cold. 

The house is in poor repair. Children are not allowed on the porch be ‘ause 
the floors are so rotted. Doors are sagging and the roof is in bad conditio 

The family has made many home repairs themselves. The older brother put 
in pipes for hot and cold water a few years ago. 

The house is neatly but sparsely furnished. There are no rugs on the floors. 
A brother in the Army keeps up payments on a car which the Leland family 
has the use of while he is away. He also gave them a TV set. Other appliances 
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include a fairly modern refrigerator, an old hand wringer washing machine, ang 
a coal stove. 

Mrs. L. estimates the family spends about $50 a week on food. They used to 
receive 8 quarts of milk a day, but had to cut down on it when milk prices went 
up. The children eat their main meal at lunch through the school program which 
costs $1.15 apiece for the four younger ones and $1.25 for the oldest. The 
evening meal is considered supper and generally consists of stew or soup. The 
family raises chickens to use as meat. Mrs. L. does all her own baking, ang 
baked 18 loaves of bread a week for the family until a year ago when she hurt 
her back. The family has no savings and no insurance. 

Immediate expenditures if wages were raised to $1 an hour.—A. The mother 
has been told by her doctor that she must have an operation which they presently 
can’t afford. This would be the family’s first expenditure. 

B. Milk.—The children need more milk, but had to cut down because it was too 
expensive. 

©. Clothes.—The children need new shoes for school. 

D. Lumber to fix the dilapidated porch. 

2. Doris Mason (fictitious name) 

Employment and earnings.—Doris Mason earns $38 a week as a bookkeeper 
for a 43-hour week in a grocery store. 

Family composition and sources of income.—Doris is 19. Her mother died 
2 years ago. She lives with her father and four small brothers. Doris is the 
only steady source of support for her family. Her father is a collier in the 
coal mines, but in 1956 he worked only about 6 months out of the year. Including 
unemployment insurance, his earnings came to less than $2,000. 

Living condions.—The Mason family lives in a “company house.” As Mr, M, 
said, “Last year they raised my wage. Two weeks later they raised the rent.” 
They pay $14 a month for a 75-year-old house. The roof blew off last year, 
There is no central heating, no indoor plumbing. The house js in very bad 
repair. Furniture is shabby. The family recently bought a secondhand wringer- 
type washing machine and a TV set on which they pay $21 a month on the 
installment plan. 

The family can’t save much money on food because Doris comes home too late 
to cook for the children. They eat out of cans. Doris does cooking and cleaning 
and laundry on her days off. The Masons have no savings or insurance. Shortly 
before Christmas, Mr. Mason had to take out a loan. 

Immediate expenditures if wages were raised to $1 an hour.—The M. family’s 
most immediate need is medical and dental care. One child should have his 


tonsils out. All the children have been told by the school physician that they 
need dental care. 


3. Miss Nora Matthews (fictitious name) 


Employment and earnings——Miss Matthews works as a clerk in a chain de 
partment store at 90 cents an hour. (Prior to a union-organization campaign, 
in 1956, she was earning 76 cents an hour. Her wages were increased when 
the union tried to organize the shop.) 

Family composition and sources of income.—Because she is 71, Miss Mat- 
thews qualifies for social-security benefits of $68 a month. She lives with 1 sister, 
Jennie, who works as a machine operator in the knitting mills at $1 an hour. 
The sister earned $1,800 in 1956. 

Living conditions.—The 2 sisters live in a 4-room house, left to them by their 
parents. Taxes and water bill come to about $150 a year. The house is in 
very poor condition; sagging floors, doors, rotted timber, broken stairs, and 
leaking pipes. The sisters are unable to make repairs themselves at their ad- 
vanced age, and haven’t the money to have repairs made. 

Miss Matthews’ income allows her to eat adequately, go to a movie occasionally, 
and manage without debts. However, she can’t afford the extra health care 
which, in view of her age, she should have. 

Most immediate expenditure if wages were raised to $1 an hour.— 

A. Orthopedic shoes, recommended by her doctor, but too expensive to afford 
at present. 

Bb. Arthritis treatments. 

Apart from these immediate needs, Nora wishes she could earn enough to be 
able to give up her old house and move to an apartment nearer to town with 
central heating. (She lives about 3 miles outside of Pottsville.) 
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4. Ann Taylor (fictitious name) 

Employment and earnings.—Mrs. Taylor earns 66 cents an hour as a sales- 
clerk in a department store. 

Family composition and sources of income.—Mrs, Taylor lives with her hus- 
band and three children. Her husband has been unemployed for 13 months. 
His total earnings, including unemployment insurance, in 1956 were $900. 

Living conditions.—The family spends $25 a month rent for a 6-room house. 
The house is over 50 years old, drafty, and of poor construction. There is no 
central heating. The only appliances the family owns are an old radio and wash- 
ing machine, which won’t work. Mrs. Taylor is concerned that her family eat 
adequately. They buy about 14 quarts of milk and a dozen apples a week. 
However, they rarely have meat. 

In a 2-year period, the Taylors have incurred debts of over $1,000 from banks 
and finance companies. They should be paying $70 a month on these, but can’t 
meet the payments. All three children need dental care badly. Mrs. Taylor’s 
oldest daughter has been accepted for nursing school at St. Joseph’s Hospital, 
but her teeth must be fixed before she can pass the physical examination. 
Ann doesn’t know how she can afford this expense. 

Immediate expenditures if wage was raised to $1 an hour—(a) Daughter’s 
dental care. (06) Tuition for parochial school. (Children had to leave school 
because she couldn’t afford to pay tuition.) (c) Repairs on the washing machine. 


5. Bertha Bradley (fictitious name) 


Employment and earnings.—Mrs. Bradley earns $36 for a 40-hour week (it 
was 44 hours until December 1956) in a variety store. 

Family composition and sources of income.—Mrs, Bradley is a widow. Her 
husband died about a year ago. Bertha has 1 son, 17 years old, living at 
home. She is about 45 years old. Presently she receives $708 a year under 
the railroad annuity. However, this payment will cease when her son reaches 
18. At this time, he will still be in school. Unless he quits school, Mrs. Bradley 
doesn’t know what she will do to support him. She may have to go and live 
with her second son, who is married and has a family of his own. 

Living conditions.—With the retirement money, Mrs. Bradley is able to main- 
tain a modest but adequate 5-room apartment for which she pays $40 a month. 
She has all the necessary appliances and utilities, and nice furniture. In fact, 
she originally went to work to pay for a new living-room and kitchen suite. 
After her husband got sick, she became the principal and, finally, the sole, wage- 
earner. 

Immediate expenditures if wage was raised to $1 an hour.—If Mrs. Bradley’s 
wages were raised to $1 an hour, it would partially make up the money she 
will lose next year when the railroad annuity expires. This is her major fear. 


6. Mary Cameron (fictitious name) 


Employment and earnings.—Mrs. Cameron earns $38 for a 40-hour week at a 
variety 5-and-10-cent store (before November 1956, she earned $36). She has 
been a department manager for 10 years. In 1946, she was earning $17.60, 
which was the going rate for years, until the unions started to try to organize 
retail workers in the Pottsville area. 

Family situation and sources of income.—Mrs. Cameron is a widow. She 
has two sons. One, who is a truckdriver, lives at home and pays the rent. The 
other is married, with children. 

Living conditions.—Mrs. Cameron has a neat, modest house. She is an un- 
usually good manager—buys clothes on sale, buys nothing on time, and is able 
to put away almost $10 a week. However, as soon as she accumulates a little 
nest egg, it’s eaten away by some unforeseen expense. She has been trying 
to save now for 5 years to take a real vacation away from home, but has never 
been able to manage it. She spends nothing on recreation, “goes on dates.” 

Immediate expenditure if wage was raised to $1 an hour.—Son wants to go 
to welding school to become a skilled mechanic. If he does, he will need welding 
equipment, which Mrs. Cameron would like to give him. 


7. Elizabeth Dolan (fictitious name) 


Employment and earnings.—Miss Dolan earns about 75 cents an hour doing 
general laundry work in Latz’ Laundry. She has been working for 13 years. 
She receives 6 holidays and 1 week vacation. She earned about $1,400 last year. 

Living conditions.—Miss Dolan is 43 years old and single. She lives alone in 
a room which rents at $10 a week. She eats her meals out, has no appliances, 
spends very little money on recreation. 
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Immediate expenditures if wage was raised to $1 an hour.—(a) More frequent 
medical attention. Miss Dolan needs false teeth. She suffers from asthma, but 
can’t afford any medicine. (b) A better room. (c) Better clothes. 


8. Mabel Jacobs (fictitious name) 


Employment and earnings.—Mrs. Jacobs earns 85 cents an hour for a 44-hour 
week as a chambermaid in a hotel. Uniforms are supplied by the hotel, but 
Mary must wash and iron them. She reports “Tips don’t amount to much ; maybe 
a couple of bucks a week.” 

Family situation and sources of income.—Mrs. Jacobs’ husband owns and 
operates a small barber shop. Mary started working when her elder son went 
into the Army and the family lost his income. She has 5 children under 18 now 
at home. 

Living conditions.—The Jacobs on a modest home and have enough appliances, 
Mrs. Jacobs reports there is nothing pressing that she needs. “A few more things 
for the children, like a bike. You know, five children are awfully expensive.” 


9. Arlene Gardiner (fictitious name) 


Employment and earnings.—Mrs. Gardiner earns 68 cents an hour as a Clean- 
ing women ina hotel. She earns no tips; works 44 hours a week. Mrs. Gardiner 
must wash and iron her own uniforms and is required to wear stockings which 
the hotel doesn’t furnish. (For Arlene this is a major expense.) 

Family situation and sources of income.—Mrs. Gardiner is the sole support of 
her family—3 children under 18 and a husband. Her husband is 56 years old. 
He suffers from miners’ asthma and can’t work. On the other hand, he is too 
young to qualify for a miners’ pension. 

The family receives $8.50 a week for partial home relief. However, this 
money must be partially repaid when the husband becomes eligible for his 
pension. 

Mrs. Gardiner went to work when her husband became ill. She tried to get 
a factory job, but was rejected because of her age. (She is 44 years old.) 

Living conditions.—The family lives in a frame house which was formerly 
owned by Mr. Gardiner’s parents. They pay about $60 a year in taxes and 
water. The house is in very poor condition, but they can’t afford to make re 
pairs. There is no central heating. 

Mrs. Gardiner owns an old wringer-type washing machine, but the wringer 
won’t work. She also has a TV set, bought 2 years ago when her husband was 
working. She cooks on a coal stove. Formerly she owned a bottled-gas stove, 
but had to give it up because the bottled gas was too expensive. She also had 
her telephone disconnected to have money. 

The family never has enough food. They have given up milk deliveries. They 
receive Government surplus food supplies of dried beans and dry milk, but as 
Mrs. Gardiner stated, “You can’t feed a family on nothing but beans. 
how to make soup 50 different ways.” 

The children all need dental care. Recently one child had to have an extrae- 
tion. The money had to come out of food because there was no other source, 

The family has a number of debts. They owe the Catholic school for the 
children’s tuition, but it isn’t being pressed. They also owe the egg man, but 
“He isn’t pressing me.” The coal man gave her 1 ton of coal and told her to 
“forget it.” She still owes for the other ton. She owes money in back taxes 
on their house. 

Immediate expenditures if wage was raised to $1 an hour—(a) Pay up bills. 
(6) More milk and better food for the children. 


I know 


APPENDIX C 
ANALYSIS OF STATE MINIMUM WAGE PROVISIONS 


An analysis of State minimum wage provisions makes it clear that State 
legislatures have failed to protect workers excluded from the Federal act. 


GAPS IN STATE LAWS 


One-half of the States provide no minimum-wage protection at all for workers 
in nonmanufacturing industries. In 2 other States, Arkansas and North Dakota, 
the minimum hourly rate of less than 25 cents an hour is so low it is meaningless. 
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Until recently, State minimum wage legislation provided for a wage-board 
procedure under which rates were established for each industry separately, on 
the authority of a wage board appointed by the labor commissioner of the State. 
This procedure has led to serious discrepancies, even among States which do 
have some established minimum rates. For example, Pennsylvania established 
wage orders in 1947 for restaurant and hotel and laundry and dry-cleaning 
trades, but no wage order was ever established for retail workers. Thus, workers 
in the retail trades in Pennsylvania have never had protection under State 
minimum-wage standards. In New Jersey, a 1956 wage order raised minimums 
for restaurant workers to a range of 87 cents to $1 an hour. Hotel workers, 
however, are not included in this order. Workers in the beauty culture industry 
in New Jersey are still operating under a 1943 wage order of $18 a week for a 
48-hour week. In New Hampshire, laundry workers employed in nonprofit 
hospitals fall under the 1949 statutory minimum of 70 cents an hour. Private 
laundry workers are covered by a 1953 wage order of only 60 cents an hour. 

Recently some States have departed from the wage-board procedure and estab- 
lished a basic minimum rate in the wage law itself. To date, however, there 
are still only 7 States or Territories (Alaska, Connecticut, Idaho, Hawaii, Massa- 
chusetts, Rhode Island, and Wyoming) that provide statutory minimum wage 
coverage of 75 cents to $1 for all workers. Alaska is the only jurisdiction pro- 
viding wage standards for all workers covered by the Territorial law equal to or 
above the Federal minimum. 

COVERAGE 


Only 8 States and 3 Territories in all have minimum-wage laws applying to 
both men and women workers. In 21 States, the minimum-wage laws apply only 
to women and minors, and in some States the laws apply only to women in 
specific industries. 

Even where States have added separate provisions for men brought under the 
State minimum-wage laws, they frequently exempt important industries. For 
example, in 1949, New Hampshire added such a provision, but exempted hotels 
and restaurants. Thus in that industry, minimum-wage coverage in New Hamp- 
shire is still restricted to women and minors. 


STATE MINIMUM WAGE LEVELS 


Alaska is the only jurisdiction providing wage standards for workers covered 
by the Territorial law equal to or above the Federal minimum. Less than one- 
third (28 percent) of the States and Territories have wage provisions of 75 to 
90 cents for retail, laundry, and hotel and restaurant workers. In some of 
these, the rate of 75 cents or above is only applicable in large cities. And in 
many of these States, other important industries such as beauty culture and can- 
ning are excluded. Thirty-six States have no wage orders covering canning. 
This includes relatively high minimum States such as Colorado, Minnesota, New 
Jersey, New York, and Utah whose wage orders for retail, laundry, and hotel 
and restaurant workers are in the 75 cents to $1 bracket. 


NUMBER OF WORKERS COVERED 


It is estimated that about 3,664,000 are covered by State minimum wage rates 
established since 1945. Thus only 18 percent of the 20 million workers excluded 
from the Federal act are protected by State minimums. This 3.6 million includes 
workers in States whose statutes provide for extremely low levels—States such 
as Pennsylvania for example, with minimums of 30 to 40 cents for hotel and 
restaurant employees. 

About 7 million workers excluded from the Federal statute are in retail 
trade. Only 1,568,000 of these employees are covered by State minimum-wage 
orders—about 22 percent of all the workers in retail trade. Workers in only 1 
State, New York, have standards equal to the Federal minimum wage of $1 
an hour. 

Approximately 38 percent of the 1,353,000 workers employed in eating and 
drinking establishments are covered by State minimum-wage orders. These 
orders range from 30 to 75 cents. Only 4 jurisdictions, Alaska, Massachusetts, 
Nevada, and Rhode Island, establish standards of over 75 cents for all hotel 
and restaurant employees. 

On the following pages are four tables showing State minimum-wage provisions 
in effect in each State for retail trade, laundries and dry cleaning, hotel and 
restaurant, and canning. 


$9646—57——20 





286 MINIMUM WAGE PROTECTION 


TABLE 1.—State minimum wage laws and orders applying to retail trade by State, 
1957 


States with minimum 
hourly rates of— Minimum hourly 


rate 


75 cents or more: 
Alaska $1.25... 
Callfornia 75 cents... 
Colorado 60 to 80 cents 
Clommectiont=..... ccccca| 10 CODES. .n.cccnas<- 
Distrist of Columbia-_._..}.....do--- 
powell ...._... hn ata 65 to 75 cents....-.- | 
Idaho- 75 cents_. 
Massachusetts ae eee 
TL <conasnenoghos 60 to 85 cents 
tee 75 to 874 cents__-_- 
New Hampshire 75 cents. ......-....| 
New Jersey 2? 60 to 8246 cents._--| 
New Mexico 3 75 cents. - 
New York 90 cents to $1_-. 
Rhode Island.....--.----| 90 cents--.-..-- 
Utah_. | 66 to 80 cents_- 
Wyoming 75 cents_. 

60 to 74 cents: 
North Dakota 
Oregon 
Washington 
Wisconsin__- 





De ONE 6 a seteinawe 
70 cents........... | 
65 cents_. | 





30 cents to 59 cents: | 
ae | 
Kentucky 
Illinois 4 
Puerto Rico 

Less than 30 cents: | 
ale carers 
South Dakota 


55 cents..... 
33 to 43 cents 


Estimated total em- | 
ployed under wage 


bial latieeidiastadinindnD imcistles 

| | 

| Estimated 
Year present | 

rate Type of employee 

established | 


number of 

employees 
covered 
by law 





Thousands 
Men, women, and minors_ (1) 
200 


eae. i dinncel 7 

| Men, women and minors.-} 92 

|} Women and minors. 22 
Men, women, and minors_| (1) 


os eeidn 21 
ss ai 28 
of 
Women-. 3 
1955 Men, women, and minors 7 
1949 Women and minors. 7 
1955 Men, women, and minors 
1957 dete 
1956 ew. ee ; 
1956 | Women and minors. 
1955 Men and women..___- 


1957 |; Women. ee . 
1952 Women and minors. 
1949 
1956 





1954 | Women 

1947 | Women and minors 
1948 ae sat 
1955 | Men, women, and minors | 
' 


1915 al in cclascanait se 





WITH NO MINIMUM WAGE STANDARDS 5 


Alabama: No minimum wage provision. 
Delaware: No minimum wage provision. 
Florida: No minimum wage provision. 
Georgia: No minimum wage provision. 
Indiana: No minimum wage provision. 
Towa: No minimum wage provision. 
Kansas: No minimum wage provision. 
Louisiana: No minimum wage orders issued, 
Maine: No minimum wage orders issued. 
Maryland: No minimum wage provision. 
Michigan: No minimum wage orders issued. 
Mississippi: No minimum wage provision. 
Missouri: No minimum wage orders issued. 


1 Data on coverage is not available. 


Montana: No minimum wage orders issued. 

Nebraska: No minimum wage provision. 

North Carolina: No minimum wage provision. 

Ohio: Nominimum wage provision (for retail! trades). 

Oklahoma: Law held unconstitutional (1939). 

Pennsylvania: No minimum wage provision (for 
retail] trades). 

South Carolina: No minimum wage provision. 

Tennessee: No minimum wage provision. 

Texas: No minimum wage provision 

Vermont: No minimum wage provision, 

Virginia: No minimum wage provision. 

West Virginia: No minimum wage provision. 


2 Court order restraining 1956 wage order of $1 issued on Oct. 1, 1956. Case on appeal. 
? Minimum wage law declared unconstitutional December 1956. Case on appeal. 


* Tilinois circuit court held order void June 7, 1949. 


6 States designated ‘‘no orders issued”’ indicate the States have basic minimum wage provision, but no 


action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TasBLe 2.—Stiate minimum wage laws and orders applying to laundries and dry- 
cleaning establishments by State, 1957? 


States with minimum hourly rate of— 


75 cents or more: 


a an 


California.- 
Colorado-. 
Connecticut. ----- J 
District of Columbia 
Hawaii 

Idaho 
Massachusetts- 
Minnesota 
Nevada..........- 
New Jersey 


New York 


Rhode Island......--- 


Utah--- 
Wyoming 
60 to 74 cents: 
New Hampshire 
North Dakota.....-. 


Minimum hourly rate 


| 75 cents.._-- 


| 75 to 871% cents___-_--. 
| 80 cents (clerical); 8 
cents (nonclerical). 
70 to 75 cents (laun- 
dry); 80 cents (dry 
cleaning). 
| 90 cents 
75 to 80 cents.......--.- | 


| 
18 NR ek | 


60 cents... 
| 5O to 6344 ¢ 


Year 
present 
rate 
estab- 
lished 


1955 
1952 
1956 
1951 
1951 
1955 
1955 
1957 
1957 
1955 


1956 
1953 
1956 
1956 
1955 


1953 
1953 


Type of employees 


Men, women, and minors. 
Women and minors. 
Do. 
Men, women, and minors. 
Women and minors. 
Men, women, and minors. 
Do. 
Do. 
Women and minors. 
Women. 
Women and minors. 


Men, women, and minors. 





Do. 
Women and minors. 
Men and women. 


Do. 
Women. 


Oregon 60 cents | 1950 
Washington 65 
Wise 
30 to 59 cents: | 
NR 8 a ice a cee ee 52 cents (laundry); 60 1948 | Do. 
cents (dry cleaning). 
gf. Ree br ie | 1955 
{35 cents (cleaning) 1935 
~---=~||2716 cents (laundry)---} 1934 
Puerto Rico 31 cents 1955 | Men, women, and minors. 
Less than 30 cents: | 
PD a eccomncadinbaaeieien 15.6 cents 1915 | Women. 
Illinois 23 to 28 cents 1937 Women and minors. 
Kentucky- | 20 to 28 cents.........- 1942 Do. 
Pennsylvania Fa A ah ee 1941 Do. 
South Dakota | 22.2 to 27.8 cents_-...-- 1943 Women. 


| Women and minors. 
1950 Do. 
1956 | Do. 


New Mexico ? | Men, women, and minors. 
IID ck <clnsicln scat ietcainihin niacin, 


| , 
jw omen and minors. 





STATES WITHOUT MINIMUM WAGE STANDARDS 3 


Alabama: No minimum wage provision. 
Delaware: No minimum wage provision. 
Florida: No minimum wage provision. 
Georgia: No minimum wage provision. 
Indiana: No minimum wage provision. 
Iowa: No minimum wage provision. 
Kansas: No minimum wage provision. 
Louisiana: No minimum wage orders issued. 
Maine: No minimum wage orders issued. 
Maryland: No minimum wage provision. 
Michigan: No minimum wage orders issued. 
Mississippi: No minimum wage provision. 


Missouri: No minimum wage orders issued. 
Montana: No minimum wage orders issued. 
Nebraska: No minimum wage provision. 
North Carolina: No minimum wage provision. 
Oklahoma: Law held unconstitutional (1939). 
South Carolina: No minimum wage provision. 
Tennessee: No minimum wage provision. 
Texas: No minimum wage provision. 
Vermont: No minimum wage provision. 
Virginia: No minimum wage provision. 

West Virginia: No minimum wage provision. 


Data on number of workers covered by State laws in this industry are not available. 

Minimum wage law declared unconstitutional December 1956. Case on appeal. 

States designated ‘‘no orders issued”’ indicate that the States have basic minimum wage authority, but 
no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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Tas_e 3.—State minimum wage laws and provisions applying to hotel and 


i 
| 
States with minimum | 


Minimum hourly rate 
hourly rates of— 


| | 
| | 


75 cents or more: 
Alaska.....-. ncaaaieamel 


California 
Colorado 
Connecticut 


75 cents... 
60 cents-80 cents 
75 cents 


District of Columbia_| 75 cents-- 

Hawaii | 65 cents-75 cents.......-- 
Idaho. | 75 cents. - 
Massachusetts 85 cents 


Minnesota 
Nevada-.--. 
New Jersey 


60 cents-75 cents_......--. 

| 8746 cents... 

87 cents-$1 (nonservice) 
(hotel workers ex- 
empt). 

52 cents-75 cents (res- 
taurant). 

65 cents-75 cents (hotel— 
nonservice); 40 cents- 
50 cents (hotel—serv- 
ice). 

be 


New York 


Oregon_. 
Rhode Island 





70 cents-75 cents (res- 
taurant); 75 cents- 
80 cents (hotel). 

90 GUE cawennebiose él 


70 cents (nonservice) 55 
cents (service). | 

65 cents... 

50 cents-70 cents_........ 


Washington 

Wisconsin--- 
30 cents to 59 cents: 

Kentucky 





40 cents-50 cents (res- 
taurant); 26 cents-45 
cents (hotels). 

cents (service); 
cents (nonservice). 


Hew Hampshire 40 
New Mexico! 


North Dakota-_-._----- 
Pennsylvania 


55 cents-58 cents 
29 cents (service); 
cents (nonservice). 
Puerto Rico 31 cents-42 cents-_-_-_...-- | 
Less than 30 cents: 
Arkansas.._- 
South Dakota 


15.6 cents__. 
22.2 cents-27.8 cents-.-- - 


Estimated total 
employment un- | 
der wage provi- | 


restaurant establishments 


Estimated 

|; number of 
employees 
covered by 

iaw 

| (thousands) 1 

| 

Men, women, and | (2) 
minors. 

Women and minors. --| 

aden ainda 

Men, women, and 
minors. 

Women and minors... 

| Men, women and 

Rae - . 

| Men, women, and 


Year present 
rate estab- 


Type of employee 
lished 


| 
\- 
| 
| 


minors. 

Women and minors--.-| 
Women. 

Women 


Men, women, and 


| 
| 
| 


peal 


1956 
1956 


i 

Women and minors-__- 
| Men, women, and 

| minors. 
| 
| 


1956 Women and minors---| 


1955 Men and women... 


1956 Women and minors--_-. 
1950 
1956 


1947 


1950 

1955 Men, women, and 
minors. 

Women. bidanih 

Women and minors. -- 


1956 } 


1955 Men, women and 


minors. 


Women-_-. 





1 Act declared unconstitutional December 1956. Case on appeal. 


2 Data on number of workers covered by State law not available. 


STATES WITH NO MINIMUM WAGE STANDARDS 


(States designated ‘‘no orders issued”’ indicate that the States have basic minimum wage authority, but no 
action has been taken to set standard under the law) 


Alabama: No minimum wage provision. 

Arizona: No minimum wage provision (for hotel 
and restaurant). 

Delaware: No minimum wage provision. 

Florida: No minimum wage provision. 

Georgia: No minimum wage provision. 

Illinois: No minimum wage provision (for hotel and 
restaurant). 

Indiana: No minimum wage provision. 

Iowa: No minimum wage provision. 

Kansas: No minimum wage provision. 

Louisiana: No minimum wage orders issued. 

Maine: No minimum wage orders issued. 

Maryland: No minimum wage provision. 


Michigan: No minimum wage orders issued. 
Mississippi: No minimum wage provision. 
Missouri: No minimum wage orders issued. 
Montana: No minimum wage orders issued. 
Nebraska: No minimum wage provision. 
North Carolina: No minimum wage provision. 
Oklahoma: Law held unconstitutional (1939). 
South Carolina: No minimum wage provision. 
Tennessee: No minimum wage provision. 
Texas: No minimum wage provision. 
Vermont: No minimum wage provision. 
Virginia: No minimum wage provision. 

West Virginia: No minimum wage provision. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TABLE 4.—State minimum wage laws and provisions applying to canning industry 
by State? 


States with minimum hourly rate of—| 


Minimum hourly rate 


| 
Year 
present 
rate 
estab- 
lished 


Type of employees 





75 cents or more: 
CN ee eae ee abate 
California 
Connecticut 
Hawaii 
Idaho-_- 
Massachusetts 
Nevada_..- 
New Hampshire 
New Mexico 2 | 
See ae 
We =. 5. - cncasawhens 
60 to 74 cents: 
Oregon 
Washington 
Wisconsin -. 
30 to 59 cents: 
Kentucky 
Minnesota 
Less than 30 cents: 
I 


..do 


80 cents... 





75 cents...... 


| 65 to 75 cents.______- 
75 cents. ..... 


22.2 to 27.8 cents_...--- 





| Men, women, and minors. 
Women and minors. 
Men, women, and minors. 
Do. 
Do. 
Do. 
Women. 
Men, women, and minors. 
Do. 
Do. 
Men and women. 


Women and minors. 
Do. 
Do. 





Do. 
Do. 


Women. 


STATES WITH NO MINIMUM WAGE STANDARDS? 


Alabama: No minimum wage provision. 

Arizona: No minimum wage provision (for canning). 

Arkansas: No minimum wage provision (for can- 
ning). 

Colorado: No minimum wage provision (for can- 
ning). 

Delaware: No minimum wage provision. 

Distrist of Columbia: No minimum wage provision 
(for canning). 

Florida: No minimum wage provision. 

Georgia: No minimum wage provision. 

Iijinois: No minimum wage provision (for canning). 

Indiana: No minimum wage provision. 

Towa: No minimum wage provision. 

Kansas: No minimum wage provision. 

Louisiana: No minimum wage orders issued. 

Maine: No minimum wage orders issued. 

Maryland: No minimum wage provision. 

Michigan: No minimum wage orders issued. 

Mississippi: No minimum wage provision. 

Mississippi: No minimum wage provision. 

Missouri: No minimum wage orders issued. 


Montana: No minimum wage orders issued. 

Nebraska: No minimum wage provision, 

New Jersey: No minimum wage provision (for can- 
ning). 

New York: No minimum wage provision (for can- 
ning). 

North Carolina: No minimum wage provision. 

North Dakota: No minimum wage provision (for 
canning). 

Ohio: No minimum wage provision (for canning). 

Oklahoma: Law held unconstitutional. 

Pennsylvania: No minimum wage provision (for 
eanning). 

Puerto Rico: Rate set under Federal law. 

South Carolina: No minimum wage provision. 

Tennessee: No minimum wage provision. 

Texas: No minimum wage provision. 

Utah: No minimum wage provision (for canning). 

Vermont: No minimum wage provision. 

Virginia: No minimum wage provision. 

West Virginia: No minimum wage provision. 


1 Data on number of workers covered by State laws in this industry are not available. 


2 Act held unconstitutional December 1956 


Case on appeal. 


3 States designated ‘‘no orders issued’”’ indicate that the States have basic minimum wage authority, 
but no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 


APPENDIx D 


COMMENTS ON TESTIMONY OF SECRETARY OF LABoR JAMES P. MITCHELL ON 
EXTENSION OF MINIMUM-WAGE COVERAGE 


PROPOSALS 


Testifying before the Subcommittee on Labor of the Senate Committee on 
Labor and Public Welfare on February 25, 1957, Secretary Mitchell recom- 
mended two amendments to the act: 

1. Extension of basic coverage to employees of firms in which: (@) The total 
annual volume of merchandise, materials, or supplies received from another 
State is $1 million or more; and ()) there are 100 or more employees. 

The Morse bill calls for coverage for firms with sales of $500.000 or more. 


The 
$1.6 
percent from wholesale. 


value of the retailer’s purchases of $1 million can be translated into about 
to $1.7 million in retail sales based upon the average markup of about 67 
Another way of putting it is that the wholesale price 
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is about 40 percent below the retail price. 
of $3 sells for about $5 at retail. 

In effect, therefore, Mitchell’s proposals establish three rigid tests for cover- 
age and employees of any firm which does not meet all three tests would be 
denied the act’s protection: 

(@) The firm must have total receipts with a wholesale value of at least $1 
million ; 

(b) The firm must have receipts from another State valued at wholesale at a 
minimum of $1 million. Regardless of the volume of its purchases or of its 
sales, it will be exempt unless its out-of-State purchases meet this test; and 

(c) The firm must have at least 100 employees. 

2. Exclusion from certain minimum wage exemptions, but not maximum hours 
and overtime exemptions, now in the act, of employers of 100 or more workers 
who would also meet the above test of basic coverage. 

Mitchell estimated that his proposals would extend minimum wage coverage 
to about 2% million additional workers employed by some 3,000 firms, mostly in 
retailing, but also in construction, transportation, and communications (see 
table below). 

Most noteworthy was the fact that Mitchell’s recommendation, except appar- 
ently for construction, applies only to extending minimum wage coverage and 
“would not change existing exemptions from the overtime provision of the act” 


Thus, a shirt with a wholesale price 















COMMENT 






Mitchell’s proposals are inadequate in three respects: 
1. His proposals would extend coverage to ony about one-fourth as many 
workers as the Morse bill (S. 1267) which we are supporting. The following 
table shows a breakdown by industry of new workers covered under the two 
proposals: 
























Morse bill Mitchell 
| (thousand proposals 
| (thousands) 
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2. They fail to extend maximum hours and overtime protection to the addi- 
tional workers who would be covered. 

The latter is by far the most important defect in his proposals. The question 
of how far coverage could and should be extended is one on which men of good- 
will may differ, but there is no justification for discriminating against workers 
to whom minimum wage coverage would be extended by denying them the 
maximum hours and overtime protection of the law. 

The 40-hour week has been the national policy with respect to the length of 
the work week since the Fair Labor Standards Act was enacted in 1939. In fact, 
we have urged that serious consideration be given to reduction of the work week 
under the law. To discourage employers from requiring their employees to work 
long hours without adequate compensation, the law provides for premium pay at 
time and one-half the regular rate for hours in excess of 40 in any work week. 
It is because workers in presently uncovered industries do not have the maximum 
hours and overtime protection of the law that so many of them are forced to 
work such long hours at straight time rates. It would be a cruel injustice now to 
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extend to these workers protection of the minimum wage while continuing to 
exempt them from the law’s other basic protection, the protection against long 
hours. 

8. The Secretary’s proposals would establish for the first time minimum employ- 
ment of 100 as a criterion of basic coverage under the FLSA. There is nothing 
to justify number of employees as an appropriate test of coverage. On the con- 
trary, the number of employees of a firm in no way measures the effect of that 
firm’s business on interstate commerce. It may have a considerable number of 
employees and yet its business may not appreciably affect interstate commerce, 
or it may have few employees and yet its business may be of such a character 
as to have a considerable effect on interstate commerce. 


CRITICISMS OF MORSE BILL (8. 1267) 


Mitchell claimed that the basic coverage provision in the Morse bill “is broader 
than any language ever used by the Congress for application of the commerce 
clause of the Constitution.” He said that the Morse bill “would in effect obliterate 
any distinction under this law between interstate and intrastate commerce.” 
When questioned, however, Mitchell admitted that the basic coverage under the 
Morse bill is no broader than the existing coverage under the Taft-Hartley Act. 
But he said that the administrative limits established by the NLRB under the 
Eisenhower administration meant that the present Taft-Hartley coverage is, in 
actual practice, more limited than the basic coverage proposed under the 
Morse bill. 
COMMENT 





Mitchell’s admission that the Morse bill coverage is no broader than the Taft- 
Hartley statutory coverage, destroys his basic criticism of the Morse bill’s exten- 
sion of basic coverage. The fact that the NLRB administratively restricted its 
own jurisdiction is largely irrelevant. Moreover, we have strongly criticized the 
NLRB’s restrictive policy because it denies protection to large numbers of workers 
whom Congress meant to be covered by Taft-Hartley. 

Mr. Rurrenserec. I shall try in a brief way to summarize the var- 
ious aspects of the statement. 

Senator Morse’s bill, S. 1267, would extend the coverage to millions 
of low-paid workers. It would do this by relaxing as has already been 
discussed, certain restrictive definitions that are now contained in the 
act. It would also change the definition of interstate commerce to 
one adding the phrase, “affecting commerce,” on which there has also 
been a substantial amount of discussion alre: idy. It would change the 
definition from one based on the activity of the individual worker 
to what the eraplosers production activities are. It would also spe- 
cifically eliminate 8 exemptions that are now in the act and clarify the 
remaining 7. 

I don’t want to go into detail but I think it ought to be clear, as 
Mr. Meany has already pointed out, that there are some 45 million 
workers in the U Mnited States who would be generally subject to cover- 
age under the Fair Labor Standards Act. “At the present time there 
are 24 or 25 million so covered. Weare proposed out of the 20 million 
uncovered now under the act that only roughly 9,600,000 be brought 
under coverage. 

Of the present 20 million that are not covered, 1314 million are 
not covered because of the definition of commerce in the act. An addi- 
tional 614 million are not covered because of the specific exemptions 
that are in the act. 

We are proposing to change the definition of “affecting commerce” 
and we are proposing to change certain of the specific exemptions 
which I shall go into as we move along. I think it ought to be perfectly 
clear that the 1949 amendments narrowed substantially the coverage 
of the Fair Labor Standards Act as it was originally incorporated in 
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the act of 1938. Then it narrowed it by restricting the definition of 
interstate commerce and specifically the definition of production was 
narrowed. In the original act production was defined to include not 
only production of goods itself but also any process or occupation 
necessary to the production thereof. 

The 1949 amendments changed this definition as to that so that pro- 
duction now includes only pr roduction of goods and services closely 
related and processes or occupations directly essential to the produe- 
tion. 

We are going to propose that that be specifically eliminated. I will 
go into more detail on that as I move along. 

Let me just say before we get into the specific recommendations 
that there are two specific questions that have been raised in c onnection 
with the Fair Labor Standards Act that we believe are vital in the 
consideration of extension. 

Senator Kennepy. I am sure the subcommittee doesn’t want you 
to race through your testimony. 

I think it is most important and everyone will be interested in what 
you have to say and in some of the questioning, so I want you to be sure 
to take your time and put in what you want. 

Mr. Rourrenserc. I will. I will come back to the effect on commerce 
and the production concept. I want to summarize in the beginning 
what I am going to say. 

[ want to say first that the minimum standards of living and what 
it means to workers and their families to be deprived of minimum 
standards are an extremely important concept, we believe, in consid- 
eration of any extension of coverage. 

There are also those who say that workers ought to be covered by 
State legislation rather than Federal legislation and I want to deal 
with both of these problems. For example on the minimum living 
standard question, you will find a reference to the fact that the basic 
goal of the original Fair Labor Standards Act in 1938 was to eliminate 
“conditions detrimental to the maintenance of the minimum standard 
of living necessary for he salth, efficiency and general well-being of 
workers.” This was the basic goal of the original act. 

What do we mean by the necessary minimum standards of living 
for health and decency ¢ 

Well, there are various bases upon which you can judge. The De- 
partment of Labor of course has its City Workers Family Budget 
which provides for “a modest but adequate standard of living.” We 
brought this budget up to date through February 1956. As of that 
date, it requires a minimum annual earnings of $4,300 or roughly for 
a 40-hour week, $2.07 an hour, would be essential to maintain what the 
Department of Labor calls a modest but adequate standard of living 

It is not irrelevant, it seems to me, in these hearings to consider a a 
budget requiring twice as much as the statutory minimum because as 
the Department of Labor said this is a very modest level of living. 
On page 6 we cite specific examples of what this budget provides. An 
interesting aspect is that in this the husband can buy one heavy wool 
suit every 2 2 years ; it permits only 3 phone calls a week, it provides no 
savings whatsoever. If a $2 an hour income can provide only such a 
modest standard of living imagine what it means for somebody who 
must eke out a living on a dollar or even less than a dollar an hour. 
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In addition there are certain specific studies that have been made in 
13 different States on what a single person living alone would have to 
have in the way of a budget. In 1956, this minimum budget for such 
asingle woman averaged ‘$2,: 300 which is roughly for 1,800 hours work 
per year $1.28. 

That is what is needed to provide again a minimum standard for a 
worker living alone—and there are many—for 1,800 hours a year. 
But $1.28 an ‘hour is stil] considerably more than millions of workers 
are getting today who earn less than a dollar an hour. 

We tried, as Mr. Meany pointed out in his statement, to send some 
research teams out into the field to examine the problem of how 
people really do live on less than a dollar an hour. Our findings are 
given in appendix B which runs something like 15 to 20 pages. This 
study specifically was designed not to amass statistical data but to 
discover the conditions of these families in human terms. 

Senator AtLorr. Appendix B 4 

Mr. Rutrennere. Yes. This appendix B is summarized in my state- 
ment. (See p. 277.) 

We went into 3 different communities, 1 in the South, 1 in the Mid- 
west and 1 in the Middle Atlantic States, Asheville, N. C., Springfield, 
Mo., and Pottsville, Pa. 

I just want to read to you some of the comments of the various 
families that were interviewed on what they would do if their mini- 
mum were raised to $1 an hour. 

These are people that are earning anywhere from 30 to 40 to 50 
cents an hour on up to 60, 65 to 70 cents. 

Here is a lady in North Carolina who says: 

The first thing I would buy would be more substantial food for my children. 


Next I’d have my eyes tested and my glasses fixed. I’d have my daughter’s teeth 
fixed. I’d pay on my debts and then I’d buy the mattresses we need and a few 


clothes. 

This is a lady who is working in a laundry who earns $27.50 for 
a 5214-hour week or 52 cents an ‘hour. We are specifically proposing 
under the terms of the amendments in the Morse bill to bring this 
kind of person under coverage. We have used fictitious names by the 
way here and these individuals would be glad to have their names 
made public if there could be some safeguard against their being fired 
for talking to the researchers whom they saw. 

We took pictures of these people and we had to black out their faces 
when we ran the pictures in our newspaper. We didn’t want to 
identify them because they felt they would be fired for talking about 
the poor conditions under which they lived. 

Here is another lady who earns $2.50 a day as a waitress in a 
restaurant. She says if she got an increase to $1 minimum: 

I would clear up the indebtedness of my medical and hospital expenses. Next 
Iwould get the dental work done that I need. 

So on through to Springfield, Mo., where we did similar studies 
and a lady there said : 

We'd get the bills straightened up and use the money where we needed it. 
We would use it for dental work. We would get a quart of milk every day and 
oranges, more than just at Christmas. 

I need not belabor the point. But there are hundreds of thousands 
of workers throughout the United States who are getting less than the 
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minimum who on the basis of a decent standard of living deserve to 
have their incomes increased through the amendments proposed in the 
Morse bill. 

Senator Purrett. May I interrupt you? 

Mr. Rutrenserc. Certainly. 

Senator Purrer.. I think from a humanitarian angle which has 
been dwelt upon by Mr. Meany and properly so, and your touching on 
it, too, I don’t think there is any disagreement at all. C ertainly as 
far as I am concerned and I think the rest of the committee feels as I 
as to the desire to raise the living standards of all people. What you 
are talking about if you really believe what you mean—and I believe 
you do—you would really like to see a law that would be imposed to 
the degree that everybody would be affected. I don’t think you 
intend to eliminate those at the bottom of the barrel. You would like 
to see a law passed that would cover everybody employed so that they 
could get $1 an hour. 

Mr. Rurrenserc. Yes; if such a law were enacted. Would you dis- 
agree with that ? 

Senator Purrety. No. It is a matter of degree we are discussing. 

Mr. Rurrenserc. Yes. 

Senator Purreti. You are setting certain limits. 

Mr. Routrenserc. That is correct. 

Senator Purrett. What about the fellows not covered by those 
limits? Why don’t you advocate covering them, too? Certainly one 
of the problems, of course, is as Mr. Meany pointed out in his state- 
ment that certain workers who are not directly in intrastate commerce 
even by the definition of “affecting commerce” are not eligible to be 
covered by Federal legislation. 

So isn’t that a matter of opinion as to the interpretation of what you 
presently advocate ? 

Mr. Rurrenserc. Certainly it isa matter of opinion. 

Senator Purrei.. Activity in commerce covers anybody who com- 
petes with anybody else that might be engaged in interstate commerce. 

Mr. Rurrenserc. The estimates of the number of people that would 
be brought under coverage by the Morse bill were estimates that were 
originally prepared in connection with similar legislation that was 
introduced in a previous session of Congress, estimates by the Depart- 
ment of Labor. They took the defintions as set forth in the law and 
came up specifically with the figures that showed of the 20 million 
workers now not covered the proposed changes including the “affect- 
ing commerce” and the redefinition of “production” and the 400 hours 
on the farm and so forth, within these definitions only 9,600,000 
workers would be covered. These are their estimates. 

Senator Purrett. You have been citing cases here that have great 
appeal on a humanitarian angle. They appeal to everybody. Now 
you are talking about seeing these people being brought up to what 
might well be considered a minimum wage. 

Why do you draw any line at any point ? Why don’t you say 
that everybody getting less than $1 should be covered and by law 
should be ‘granted a $1 an hour, as you seem to believe ? 

Mr. Rurrenrerc. We think if it is at all feasible and legally pos- 
sible, this is certainly what it seems to me in terms of the rights of 
the individuals and the minimum standards of living they ought to 
have. 
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Senator Purren.. Then you believe that regardless of the so-called 
States rights and the fact that this is a union of Federal States we 
should at the Federal level go in and advocate this? 

Mr. Rurrenserc. We are not saying that at all. We are saying 
by a definition as proposed in this act, which is really according to 
even Secretary Mitchell a definition no broader than what is now 
in the Labor-Management Relations Act and the proposed concept 
of “affecting commerce” that these are the people that ought to be 
brought within the framework of the Constitution of the United 
States. We believe the proposal that is being made here is as far as 
you can go at the present moment. 

Senator Purrex.. Now to go further, you are proposing a change 
to activities in commerce. 

Mr. Rurrenperc. Yes; that is in the Morse bill. 

Senator Purrety. That would change the concept of what we be- 
lieved to be interstate commerce ? 

Mr. Rutrenperc. I don’t agree with that. I am not a lawyer, but 
I don’t agree with that concept at all. When Secretary Mitchell 
appeared before your committee he said that the Morse bill would 
“in effect obliterate any distinction under this law between intrastate 
and interstate commerce. 

However, if you examine the record carefully you will find that 
Mitchell admitted under questioning that the basic coverage under 
the Morse bill is no broader than the existing coverage under the Taft- 
Hartley Act in terms of the “affecting commerce.” I can only take 
his word on this. 

Senator Atnorr. If you will read that, I think it is in terms of 
people covered. 

Senator Purrett. It would appear to me anyway in the advocacy 
of this change in the concept of interstate commerce that what we in 
fact are saying is that everybody should be covered and is covered by 
the Federal law at the Federal level regardless of any States rights; 
is that correct ? 

Mr. Rurrennerc. Not at all; no. I was going to deal with it at a 
later point. I will be happy to deal with it now. I would like to 
point out to you that under the Morse bill the definition of “affecting 
commerce” is about in concept with what is now in the Labor-Manage- 
ment Relations Act. For example, in the Morse bill the phrase 
“activities affecting commerce” is defined as including “any activity 
in commerce necessary to commerce or competing with any activity in 
commerce or where the payment of wages at rates below that pre- 
seribed by this act burdens or tends to obstruct or tends to burden or 
obstruct commerce in the free flow of goods.” 

The Labor-Management Relations Act applies to every industry 
affecting commerce defined as meaning and I quote from the Labor- 
Management Relations Act, “any industry or activity in commerce or 
in which a labor dispute would burden or obstruct commerce or tend 
to burden or obstruct commerce or the free flow of commerce.” This 
is the Labor-Management Relations Act, section 501, paragraph 1. 
Thus we are not really, as you gentlemen seem to be implying, sug- 
gesting a change in the approach to interstate commerce. 


_ Senator Purreit. Can you show me in the Taft-Hartley Act where 
it says competing ? 
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Mr. Rurrenserc. It doesn’t because you approach the problem from 
a different — of view under Taft-Hartley than you do in the mini- 
mum wage law. In terms of the Morse bill, the concept of competin 
is again defined through the specific exemptions in retail trade ‘aa 
service of the $500,000 or the 5 or more establishments. 

Senator Purtreri. If we embrace that philosophy however these 
exemptions can quickly be changed and ultimately will be changed so 
the whole concept as to interstate commerce would also be changed. 

Mr. RutrenserG. We would move in the direction which the courts 
would permit the Congress to move. If the courts wouldn’t permit 
the Congress to do it then they wouldn’t. 

Let me get back to—I don’t want to talk any more about the humani- 
tarian needs. These are clear and we are all in agreement. 


Senator AtLotr. While we are on that, could I ask you another 
question ? 


Mr. Rutrenserc. Certainly. 

Senator Atxort. Isn’t it true that in many instances there have been 
union contracts at a wage with less than $1 an hour? 
_ I mean for example, in appendix B here—I am not sure whether 
it is the first page or not, but you talk about a Mr. Sun who is a mem- 


ber of the laundry workers union and his wage is between 75 and 90 
cents an hour. 


Mr. Rutrenserc. That’s right. 

Senator Atxotr. So you have closed contracts in many instances 
with employers for your employees at a wage of less than the 
minimum ¢ 

Mr. Rurrenserc. Less than the minimum being proposed. Less 
than the $1 minimum, yes. Because the existing collective-bargaining 
situation determines the collective bargaining in those local areas. 

Senator Auxorr. Is it fair to say this is governed also sometimes 
by the cost of living or the general mode of living in that particular 
area ¢ 

Mr. Rurrenserc. Senator Allott, we could get into a long discus- 
sion on this. However, I think there are no facts, and I make this asa 
categorical statement, after a careful examination of cost-of-living 
figures and minimum budgets, there is no statistical evidence avail- 
able to show that it costs less to live in a small town than it does in 
a big town. 

Senator Atuorr. You can’t provide me with any statistical evi- 
dence that will show anyone that there has ever been a comprehensive 
survey in that respect? 

Mr. Rurrenserc. There has never been a comprehensive survey 
and I would urge the Congress to appropriate some money to do 
such a survey. Iam convinced that if such a survey were done, if the 
Congress would appropriate money to do it, that it would show there 
is no real basis to judge differences in intercity costs of living. 

Senator Atuorr. Mr. Ruttenberg, I will say this. I am at least one 
person who has lived under both circumstances and I will say you 
are wrong. 

Mr. Rourrenserc. Let me cite what is available. 

This same minimum budget I talked about developed by the De- 
partment of Labor, the city workers family budget, covers some- 
thing like 32 to 34 cities. They are large and small cities. Northern, 
southern, western, and eastern cities. This is a budget which prices 
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the same standards of living anad the same commodities in city after 
city that are included in the 32 or 34 cities. If you examine these 
figures you will see such a wide difference of costs that you can’t 
come to the conclusion that it costs anything different to live in small 
or large or north or south or east or west. Atlanta, for example, 
is one of the highest in this budget. 

Senator Atxorr. Let me tell you this, Mr. Ruttenberg. T know 
you can juggle statistics back and forth. 

Mr. Rurrenserc. I am not juggling them. I am giving you the 
facts as they are. 

Senator Arzorr. I know it, and I listened to this testimony last 
year in a study that your people gave, and I am still not convinced 
that any adequate study has ever been made of this particular field. 

I say this—I want the record clear—because as to my feelings in 
this matter, I feel that, except perhaps for those people who are 
of just such a physical or mental nature that they can’t possibly earn 
that much—and in a sense it is part-time employment—people should 
be paid a living wage, and I don’t think a dollar is in excess of a 
living wage. 

I want to make my position clear on that. My objection to this 
particular bill is that 1 think it is breaking down the fundamental 
precepts of our law in the United States and that if this thing, this 
S. 1267, were ever passed by the Congress and then by any stretch of 
the imagination ever held constitutional by the Supreme Court, that 
our States would become completely meaningless except as adminis- 
trative elements of the Federal Government. 

Mr. Rurrenserc. That is a judgment on your part. 

Senator Anxuorr. No; it isn’t a judgment. It is a fact, because 
then 

Mr. Rurrenserc. You can only establish a fact by court action. 

Senator Atnorr. If that were true, because I do take an antagonis- 
tic position to this bill, but in doing so, I may be placed in a eate- 
gory of opposing the humanitarianism which you speak so much 
about and which I have just as much concern for as anybody else in 
thisroom. But if this act were passed and it were held constitutional, 
then there would be no area Jeft where the regulation or legislation 
of the Federal Government would not supersede State law. 

Senator Kennepy. I don’t want to interrupt at all, Senator. I 
wonder if we could get through Mr. Ruttenberg’s statement. It is 
almost 10 minutes of 12 and then we could resume the questioning. 
At least we would have his statement in the record. 

Is that agreeable with the subcommittee ? 

Mr. Rurrennere. I should like to point out as I go on in my state- 
ment on page 11, that the discussion we have just had fits in very 
closely to the concept of what States have actually done in the way of 
minimum-wage legislation. I think it ought to be pointed out that 
State legislatures have failed to protect workers who are not covered 
by the Federal law. One-half of the States now provide no minimum- 
wage protection at all for workers in nonmanufacturing industries. 
In ‘tw o other St: ates, Arkansas and North Dakota, the State minimum 
wage is less than 25 cents an hour or is so low that it is meaningless. 

In all, only 8 States have minimum-wage laws applying to both men 


and women workers and 21 States have minimum-w age laws applying 
only to women. 
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Senator Purtett. Would you go along with an amendment then, Mr. 
Ruttenberg, that might say that where a State had a law equivalent 
to what is being asked for in this law that you would go for an amend- 

ment that says the administration of the act shall be at the State level! 

Mr. Rurrenserc. No; I would think not because as we can see 
by certain of the legislation that has been adopted at the State level, 
the enforcement has not been very great and as a matter of fact, the 
procedure has been totally different in many States. 

They have used a system of a wage board procedure. They pass a 
law and then specifically say that a wage board must sit to determine 
what the minimum shall be ? 

Senator Purrety. Even if the law were so written or the amendment 
were so written as to say that the law at the State level would be equiva- 
lent at the State level and would be similar in all ways as the law at 
the Federal level, would you then wish to investigate the administra- 
iton of the law in the State? 

Mr. Rourrenserc. I am told this is what is true now in the State of 
North Carolina, but the Department of Labor is the final determining 
factor in the situation. North Carolina is actually carrying out— 
I recall now—North Carolina is actually carrying out the enforce- 
ment of the Federal statute. 

Senator Purretz. I am getting to the proposed legislation which 
you are advocating. 

Mr. Rutrennerc. Such a provision is not now as you know in the 
Morse bill and it is not one which we are advocating or supporting 
at this time. 

Senator Purretx. Well, if it were proposed would you support it ? 

Mr. Rurrennere. I think that is something that would have to be 


taken under advisement. It seems to me the procedure of having the 
States enforce the Federal legislation subject to the final approval of 
the Federal Government, which is the procedure North Carolina now 
has is something that ought to have consideration. 

I guess it is already in the law. This is what Mr. T yson points out. 
Mr. Tyson is a former solicitor of the Department of Labor. 

He points out the law now provides: 


The Administrator may establish and utilize such regional, local or other 
agencies and utilize such voluntary and uncompensated services, as may from 
time to time be needed. 

It is under this provision that the North Carolina situation has 
developed. 

Senator Purrett. So you have no objection to the way that it is 
administered assuming the law is as it is now passed ? 

Mr. Rorrenserc. That is already in the law. 

Senator Purret.. You have no objection ? 

Mr. Rurrenrerc. Providing they are carrying out the Federal laws 
and responsibilities as set forth in the legislation. 

Senator Purreti. Thank you. 

Mr. Rurrenserc. Connecticut could very well carry out the provi- 
sions of the Federal law if they so decided and the Department of 
Labor would allocate to them that responsibility. 

‘ Senator Pourteti. There is no objection then by you to that being 
one? 


Mr. Rurrenserc. Done under that procedure. It is already in the 
aw. 
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Senator Pourrett. Thank you. 

Mr. Rorrensera. There is a long appendix, appendix C which will 
be incorporated into the record, which reviews the various State laws 
covering retail trade, laundry and dry cleaning, also hotel and restau- 
rant establishments, as well as ranning. These tables show the exist- 
ing State laws and orders, the minimum wage provided, the year in 
which it was established and the type of employees covered. We also 
show the States with no minimum wage protection for each of these 
categories. 

Senator Purrety. Where is that? 

Mr. Rurrenserc. This is appendix C. If you would turn to, for 
example, table 1 in appendix C. (See p. 284.) 

Senator Purrert. Appendix C? 

Mr. Rurrensere. Like Connecticut. 

Senator Purretzt. Capital C? 

Mr. Rurrenserc. Yes, Colorado, too. I can’t bring in Massachu- 
setts. The minimum wage order applying to retail trade by States. 
This shows that 75 cents or more minimum wage now is in existence 
in State law in those States that are indicated there. Then it shows 
those States that have from 60 cents to 74 cents minimum wage in 
retail and those from 30 cents to 59 cents and those with less than 30 
cents. 

It is interesting to see that Arkansas and South Dakota have mini- 
mum wages less than 30 cents an hour for retail trade. 

Senator ALtorr. What page are you on ? 

Mr. Rurrensere. Appendix C, table 1; it is the first table that ap- 
pears after the first three pages of narrative material. It is the very 
first table: This shows Colorado for example having a minimum hour- 
ly rate established in 1956 for women and minors covering some 27,000 
workers, a minimum wage betw een 60 and 80 cents an hour for retail. 

It shows Connecticut with a 75-cent minimum and Massachusetts 
with an 80-cent minimum for retail trade. Then it shows Arizona 
with a 55-cent minimum affecting only women. Some cover both men 
and women. Others cover women and minors. Others cover only 
women specifically. 

Then continuing in table 1 and under retail trade we show a whole 
long list of States in which there is no minimum wage law or orders 
applying to retail trade. I say minimum wage law or orders because 
Pennsylvania is an example where they have a minimum wage law but 
they have a wage board procedure and there has been no wage board 
for the retail trade field. There is no minimum wage applying to re- 
tailing in Pennsy lvania, although there is a minimum wage jaw. 

Senator Purreit. You show here 80 cents as a minimum rate in 
Massachusetts. I think there is some testimony here that it was 90 
cents. 

Mr. Rurrenserc. This was established in 1957. It has been estab- 
lished this year at 80 cents, 

Senator Purrerz. We had some testimony it was 90. I didn’t think 
it was. 

I am glad to see this figure is confirmed. 

Mr. Rurrenserc. It is a few cents higher than Connecticut. 

On page 13 of my statement, I point out that since 1938 when the 
Federal law was passed only 5 States and Puerto Rico had enacted 
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act covers only 57,000. The proposal made in this bill of the $500,000 
gross sales in the 5 or more establishments would bring under coverage 
only an additional 160,000. It is the large commercial laundry estab- 
lishment and not the small local establishment. If you add the coy- 
erage of the Morse bill of 160,000 to the 57,000 now covered you would 
have still only about 20,000 or less than half of the total numbers of 
employees in laundry and dry cleaning covered, 

Senator Kennepy. Don’t you agree that among those employers you 
are going to cover you will add substanti: ally to their labor costs’ be- 
cause they have quite a few employees getting less than $1? 

These laundries are in competition with laundries which will not be 
covered in the same area. Then it seems to me that it is going to add 
a rather large percentage to their cost because labor is a high cost 
factor in operating a laundry. I would think the percentage would 
be rather sharp between those covered by $1 and those not covered. 
What are we going to do about that? We don’t want to break the em- 
ployer nor do we want to cause these people to be out of work. I would 
think in that case the laundry being covered would have a rather more 
difficult problem than would a laundry not covered because their wage 
costs would be so much higher. 

Mr. Rurrenserc. This certainly would be true if you make the 
supposition that the wage cost now or the wage paid, the average 
wage paid in those laundries, is now subst: intially below what it would 
be if brought under coverage. In 1955 the Department of Labor did 
a survey of power laundries and dry-cleaning establishments in 29 
cities. This was done in May and July of 1955. This was before, of 
course, the $1 minimum went into effect, but this survey showed that 
average hourly earnings, including male and female, were $1.06 an 
hour. This means that there were half that were below $1.06 and that 
number, of course, that were above $1.06. I am not sure by looking 
at these figures that the increased labor costs are going to be fairly 
substantial for those that are suggested to be brought under coverage 
under the act. 

Senator Krennepy. I think we can go ahead with the rest of your 
statement and then I would like to come back to the laundry case. I 
know Senator Allott wants to get into these other questions. 

Mr. Rurrenserc. The Federal statutes, based on the power of Con- 
gress and the Constitution to regulate commerce among the several 
States and foreign nations, are drafted to apply broadly throughout 
the full scope of ‘such power. 

This is true of the original Wagner Act and the present Taft-Hart- 
ley Act. Where such statutes were not drafted in broad terms orig- 
inally, the later amendments have extended their scope. 

What we are proposing in this bill is that the phrase “affectmg 
commerce” be added to the present definition that 1s now cont: ained 
in the original 1938 act and the act of 1939 as amended. There are 
two areas that we want to make a distinction about. We want to 
distinguish between the concept of adding the notion affecting com- 
merce and to come back to the original 1949 language dealing with 
the definition of “produced,” of “production.” The original 1949 
language on production was narrowed in the amendments of 1949 
and removed from the coverage of the act employees who are not 
engaged in “closely related and directly essential activities to pro- 
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duction.” The original language specifically covered those activities 
necessary to production. 

And now the 1949 act changed it to “closely related and directly 
essential” and this limited the definition of “production.” With this 
change in effect, that meant that you had workers who were working 
side by side but who by the definition of “directly essential and close- 
ly related,” one was covered and one was not covered because coverage 
was determined by the activity of the individual employee as against 
the type of business of the company and the operations and the pro- 
duction of the company as a whole. 

In this we are proposing to change and shift back to the original 
concept. I think this discussion that went on with Mr. Meany this 
morning and subsequently on the concept of affecting commerce and 
“competition,” this is a problem that 1 think needs to be carefully 
looked at. However, we believe the concept of “competition,” as sug- 
gested in the Morse bill, is within the notion of “affecting commerce.” 

Senator Autort. I didn’t hear that. 

Mr. Rurrenserc. The concept of competition, of competing activi- 
ties, is within the definition of affecting commerce and there have 
been a few legal cases—I think Mr. Tyson, who was the former 
solicitor of the Department of Labor, I think, Bill, it would be well 
if you would comment, would you, on just those specific court de- 
cisions that involve this problem—the one I think you referred to 
earlier with Mr. Meany aban the milk procedures and. I think there 
is the other one on wheat production back in 1943. 

There are examples where the courts have held this interpretation 
of competition within the concept affecting commerce to be constitu- 
tional. 

I am not a constitutional lawyer and I can’t argue this, but it would 
be well to hear a few cases cited by the courts. 

Senator Kennepy. We'll be glad to hear this discussed. 

Mr. Tyson. I think there is some confusion in the record earlier 
with regard to this question. The question of coverage and the ques- 
tion of exemption are two entirely different things. This bill pro- 
poses that coverage be extended to the farthest reaches of the com- 
merce power under the Constitution. There is no question about it. 

Senator Anxorr. Lam sorry, but I didn’t hear you. 

Mr. Tyson. This bill proposes that coverage under the act. be ex- 
tended to the farthest reaches of the constitutional power under the 
commerce clause of the Constitution. As to exemption, that is another 
question ; but on the extension of affecting commerce in the clause used 
herein, and the concept of competing, that clause, of course, is not 
directly synonymous with the language in the National Labor Re- 
lations Act or the Taft-Hartley Act but it contemplates the court de- 
cisions which have been numerous in interpreting that clause to mean 
competing. For instance if I may, Senator, I will give you the quote 
which you asked for a moment ago also. In the case of National 
Labor Relations Board v. Planters Manufacturing Company (105 
Fed. 2d 750), the court of appeals for the fourth circuit, made the 
decision holding that, where the “respondent competes in. its sales 
in Virginia with manufacturers of similar containers whose plants 
are located in other States,” then “the act is applicable to the respond- 
ent and the employees here involved.” 
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That was under the National Labor Relations Act. Also the VZRB 
v. National Motor Bearing Co. (105 Fed. 2d 652) the court of appeals 
for the ninth circuit, in which it was held that the Federal Govern- 
ment may place quota control on wheat produced for local consumption 
since “home-consumed wheat would give a substantial influence on 
price and market conditions,” and “home-grown wheat in this sense 
competes with wheat in commerce.” And then again the case I cited 
earlier U.S. v. Wrightwood Dairy Co. in which the court said at page 
120 that “the marketing of a local product in competition with that 
of a like commodity moving interstate may seem to interfere with 
interstate commerce or its regulation as to afford a basis for congres- 
sional regulation of the intrastate activity.” That is the quote which 
you asked for, Senator. 

Senator Atnorr. Mr. Tyson, wouldn’t you say that that is the 
furthest that any decision has gone in this direction ? 

Mr. Tyson. That is one of them; yes, sir. I would have no ques- 
tion in my own mind, Senator, as a lawyer, that this is constitutional 
and I would be willing to take the case to defend this bill—the language 
in this bill—because I think the case law is pretty authoritative that 
this would be held constitutional. But that is aside from the question 
of policy as to whether you should go that far. As a lawyer, I think it 
would be upheld. That is entirely different from the exemption 
questions. 

There are people who are not within the proposed coverage section. 
For example, domestic workers ; there must be several millions of those 
whom I personally think are outside it. I also think that the small 
barbershop, the small beauty parlor, and other establishments like 
that may not be within the clause “affecting commerce” as used in this 
bill. But I would agree with you that it goes to the farthest extent 
that we would be permitted to go under the constitutional power. 

Senator Atuort. I say it goes further than that. 

Mr. Tyson. I disagree with that. Your concept is—and I agree 
with that—that we go as far as we can here. 

Senator Purrert. Mr. Tyson, you said you don’t think it would 
cover barbershops or beauty parlors or you think it shouldn’t cover 
them. 

Mr. Tyson. I said I doubt very seriously if they would fall within 
the “affecting commerce” or “competing with commerce.” I wouldn’t 
try to answer you on an individual terminal barbershop where he says 
they have four. That is a question of exemption. Whether they do 
over $500,000 worth of business is a factual situation I don’t know 
anything about. 

enator Atxotr. The $500,000 wouldn’t come in. 

Mr. Tyson. Not under coverage ; no, sir. 

Senator Atxorr. In 8. 1267. That’s right. 

Mr. Tyson. It would come in, if you permit me, under the question 
of whether it is exempt or not and that is the whole theory that AFL- 
CIO is presenting here today. They think that coverage should be 
extended to the farthest reaches but they say there should be exemp- 
tions from the standpoint of practicality and the standpoint of reality 
as I understand it, and these exemptions which they advocate keeping 
in the act, is where they would draw the line. 
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It’s not a policy line, but that is their legal position. 
Senator Purret.. From their legal position and their advocacy of 
this particular piece of legislation, then there are 10 million who will 
not be covered, and apparently you are thinking from a humanitarian 
angle including those people from your anticipated coverage. 

Mr. Tyson. Yes; I understand that most of those are covered but 
exempt. 

Senator Purrext. Is that right? 

Mr. Tyson. Most of them as I understand it, about 6 million of 
the 10. 

Senator Purre.. I don’t think so. 

Mr. Tyson. I am not a statistician. 

Mr. Rurrensere. What we are saying is: out of the 20 million not 
now covered, 614 million are specifically exempt by exemption in the 
act and 1314 million are not covered as a result of the definition of 
“affecting commerce.” 

Mr. Tyson. But in bringing in 10 million you will still leave out 
10 million and out of the 10 million that will still be out, 6 million 
of those are in the exemption category. 

Mr. Rurrenserc. Some will and some will not. We don’t know 
and there are no figures available to make a firm decision on that. 

Senator Atxorr. Let’s get back to 2 or 3 phases of this. I have had 
no occasion to brief this question, but I have asked for 3 cases here. 
One of them is the Labor Board v. Jones & McLaughlin (301 U.S. 
29,30), in which the court said : 

The authority of the Federal Government may not be pushed to such an 
extreme as to destroy the distinction which the commerce clause itself estab- 
lishes between commerce, among the several States and the internal concerns 
of the State. That distinction between what is national and what is local in 
the activities of its commerce is vital to the maintenance of our Federal system. 

I don’t want to create a debate here, Mr. Chairman, but I think for 
the sake of the record, since these other cases have been read, this 
should be shown here in the case of the National Labor Relations 
Board v. New York State Labor Relations Board (106 Fed. at 754). 
The court there said: 


In enacting this statute (referring to the Taft-Hartley Act) Congress extended 
the reguiatory power of the Federal Government over unfair labor practices as 
far as it could constitutionally be extended. 

I realize, and I think without trying to twist what you have said 
at all, that the courts have discussed the effect of competition upon 
burdening and affecting interstate commerce, but I don’t think that 
there is any decision—and if so, I would like to be corrected—in which 
the court has said flatly that competition of itself would bring the 
business, or the activity, or whatever it may be, within the interstate 
commerce clause or within the commerce clause. 

Mr. Tyson. I would interpret these cases that I have cited as, in 
effect, to indicate that such competition is within the commerce 
clause. 

Senator Atxorr. In your opinion, excluding the exemption, Mr. 
Tyson, taking the forepart of the bill and leaving out the exemptions 
which occur afterward ? 

Mr. Tyson. Yes. 
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Senator Aunorr. There is nothing under section P that isn’t in. 
cluded within that clause. There isn’t any basic business activity 
that isn’t competitive, even your barbershops. 

Mr. Tyson. Domestic service probably. There are several millions, 

Senator Purrett. What? 

Mr. Tyson. Domestic servants. I am pretty sure they wouldn’t be 
in there. I will tell you, Senator, there have been a lot of discussions, 
and I have been up here quite a number of years on the Wage and 
Hour Law, about definiteness in coverage. 

The borderline, the ambit of coverage is too uncertain. With this 
definition there is going to be plenty of certainty and definiteness 
because everybody is going to be covered practically. 

So if that is what you people are looking for you will certainly have 
drawn a line where there will be less uncertainty with respect to cover- 
age than there has been in the 19 or 20 years since the act was put into 
effect. 

Senator Ariorr. I am not seeking to draw a line myself, Mr. Tyson, 
which will destroy the Federal system of our Government. 

Mr. Tyson. I wouldn’t think that this would do that. 

Senator Atxort. I think this would. 

Mr. Tyson. I think the law is on the books. I think that the Taft- 
Hartley Act does the same thing. I think that is it. 

Senator Atvorr. If that already does it, why do you put in compet- 
ing in this act? 

Mr. Tyson. Your statement that you would not be in favor of any- 
thing that would destroy the State system—neither am I and Mr. 
Meany said he was not. I would say the Taft-Hartley Act has been in 
existence since 1936 or 1937 and we still have our State system. 

Senator Atiorr. Mr. Meany also couldn’t cite a single instance or 
any place where he thought under section P it wouldn’t be covered by 
this law. 

Mr. Tyson. I cited a couple. 

Senator Axxorr. I think that by drawing the same thing, use your 
domestic servants they are getting less and less year by year. They 
amount toa very small portion of our wage earning population. They 
are almost an insignificant part. Certainly your barbershops 
wouldn’t. Ifa man in Denver or San Francisco or Kansas City or 
Cincinnati had 4 shops, had enough business acuity to develop the 
ownership of 4 shops, as a barber he would then be under this act. 

Mr. Rutrenserc. Five or more. 

Senator Aunorr. Five. 

Mr. Tyson. I have a listing of those categories that we think would 
be brought in. There are about 6 or 7 of them within the ambit of this 
language. 

Mr. Rurrenserc. I guess we could go on discussing the legal 

Senator Purreitt. Under the NLRB the Board has refused—you 
wil] recall that they have in several instances—to exercise a certain 
jurisdiction. 

Mr. Tyson. Administratively. 

Senator Purrety. That’s right. Would you anticipate the same 
would apply under this law? 
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Mr. Tyson. Senator, it could if you gave the Labor Department 
rulemaking power. 

Senator Purre.y. You propose that maybe that is the way to do it? 

Mr. Tyson. We have not proposed to do it. 

Senator Purrexy. In the light of the fact that you cited NLRB 
would you propose that the same thing should be done with regard to 
the Labor Board? You are pointing out the legal aspect; maybe I 
should address my remarks to the witness, Mr. Ruttenberg. 

Do you feel that might also be extended to the Secretary of Labor 
that same discretionary power, the right to refuse to assume ju- 

risdiction ? 

Mr. Rurrenserec. It is not now included in the Morse bill as pro- 
posed. It was considered and thought by those people that worked 
and drafted the bill, I think they came to the general conclusion that 
it ought not to be included. 

Senator Purrei.. I know what they came to. I know I read the bill. 
I want to know what conclusion you come to. 

Mr. Rurrenserc. We support the present Morse bill and its con- 
cept and we are not proposing that an amendment be made to it that 
would give the Secretary of Labor rulemaking powers. 

Senator Purrety. So you would not therefore have the Secretary 
of Labor have the same power in asserting jurisdiction as does the 
NLRB at the time? 

Mr. Rutrenrerc. We are not proposing that as an amendment to the 
Morse bill. 

Senator Purrery. The point has been made that under the Taft- 
Hartley it is a question of the Government instituting action. Under 
the Fair Labor Standards Act it is a question of the individual. So it 
seems to me the responsibility is on the Congress to make the decision 
as it affects the Fair Labor Standards Act and not leave it to the 
jurisdiction of the Secretary of Labor. 

I wonder if it would be possible for Mr. Tyson to give us a more 
complete memo on this question that is going to be before us rather 
heavily when this matter comes up for consideration by the committee 
and you might want to supplement what you have to say and if you 
should desire to do it, I am sure the committee would be glad to place 
it in the record. 

Mr. Tyson. With the permission of the committee what I have been 
referring to was a document I wrote when the same question was under 
consideration in 1949. I think it is pertinent now. There may be later 
cases which are not cited in here. But with the committee’s approval 
I would be willing to insert this if you would like. 

Senator Krennepy. Without objection that will be done. Would 
you care to continue ? 

Mr. Rurrenserc. It was submitted as part of our testimony before 
the committee. 

Senator Kennepy. Fine. We might as well have it again because 
Wwe are concerned as it applies to the Morse bill particularly, the legal 
justific ation for that definition. We would be interested in your 
opinion. 


Mr. Rurrenserc. Fine. 
We will then have it incorporated into the record. 
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(The document referred to is as follows :) 


Law OFFICES OF WILLIAM §S. Tyson 


WasHIneTon, D.C., March 8, 1957. 
Senator JoHN F. KENNEDY, 
Chairman, Subcommittee on Labor, Committee on Labor and Public Wel- 
fare, United States Senate, Washington, D.C. 


Deak SENATOR KENNEDY: During my testimony on the proposed amendments to 
the Fair Labor Standards Act on Monday, March 4, you requested that I make 
available to the subcommittee a memorandum which I had previously written on 
the question of activities affecting commerce. This memorandum, which was 
written on February 10, 1949, when I was Solicitor of the United States Depart- 
ment of Labor, has previously been made available to the Senate Committee on 
Labor and Public Welfare. It is of record at pages 32-85 in the hearings before 
the Committee on Labor and Public Welfare which were held with respect to 
possible amendments to the Fair Labor Standards Act, in the 84th Congress, 2d 
session, May 8-18, 1956. Instead of transmitting a copy of the memorandum, I 
would like to suggest that the memorandum be inserted in the present record from 
the record referred to above. 

Yours very truly, 
WituraM §. Tyson. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., February 10, 1949. 
Memorandum. 
To: The Secretary. 
From: William 8. Tyson, Solicitor. 
Subject: Scope of section 3 (n), House committee print of January 20, 1949, in 
defining ‘activity affecting commerce.” 

The purpose of this memorandum is to indicate the contours of the increased 
coverage of the Fair Labor Standards Act which would result from the en- 
actment of the definition of “activity affecting commerce” contained in section 
3 (n) of the House committee print of January 20, 1949. 

The major purpose of this section is to extend the benefits of the Fair Labor 
Standards Act to all employees within the reach of the commerce power of 
Congress exercised to its fullest constitutional extent,’ with the exception of 
those employees for whom specific exemptions are provided because of the local 
nature of their activities or because of special circumstances peculiar to their 
employment. Further purposes are to clarify the coverage of the act in situa- 
tions where uncertainty now exists and to eliminate the existing inequities 
arising from uneven coverage within the same enterprise or between competing 
enterprises. To these ends the definition in section 3 (n) of the committee print 
expresses a concept of coverage similar to that adopted in the National Labor 
Relations Act. 

The Supreme Court has stated that the present scope of the Fair Labor Stand- 
ards Act of 1938 “is not coextensive with the limits of the power of Congress 
over commerce,” ? and that its coverage is not as broad as that of the National 
Labor Relations Act.* This bill remedies that deficiency. An important fea- 
ture of the proposed coverage provided for in section 3 (n) of the House com- 
mittee print is that all employees employed in or connected with an enterprise 
where the employer is engaged in any activity affecting commerce would be 
covered. Thus, one of the important effects of the amendment would be to 
treat all employees in an enterprise affecting commerce equally, instead of ap- 
plying the benefits of the law to some and not to others, depending upon whether 
or not they were individually engaged in commerce or in producing goods for 
commerce. 

As indicated above, the adoption of the definition of “activity affecting com- 
merce” in section 3 (n) has the advantage of following well-established pre 
cedents provided by the National Labor Relations Act and other statutes, and 
does not attempt (except by specific exemptions) to draw any line short of the 
full extent of the commerce power as construed in a long line of court de 
cisions. Thus, employers and the court, in applying the new language to the 
facts of particular cases, will have these precedents to guide them. I believe, 
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therefore, that employers and employees in most cases will know where they 
stand under this definition. Moreover, the granting of rulemaking authority 
to the Secretary under section 4 (c) will provide the necessary machinery 
to give more certainty in borderline cases where certainty is needed. 

It is my opinion, based on a consideration of the decisions of the courts 
under the National Labor Relations Act and other statutes worded similarly 
to the House committee print in respect of commerce coverage, that the act 
would apply generally to all employees not specifically exempt in the following 
types of situations: 

1. Business purchasing supplies, materials, equipment, or goods from other 

tates.* 

2. Businesses selling goods outside the States in which they are located.* 

3. Businesses producing goods for shipment outside the States in which they 
are located.® 

4, Businesses providing interstate transportation or communication services 
or facilities.’ 

5. Businesses providing goods or services within a State to another firm which 
is covered under 1, 2, 3, or 4 above.* 





1In sustaining the constitutionality of the Fair Labor Standards Act of 1938 the 
Supreme Court, in U. 8S. v. Darby Lumber Co. (312 U. 8. 100), made the following state- 
ment concerning the scope of the commerce power of Congress: ‘‘The power of Congress 
over interstate commerce is not confined to the regulation of commerce among the States. 
It extends to those activities intrastate which so affect interstate commerce or the exercise 
of the power of Congress over it as to make regulation of them appropriate means to the 
attainment of a legitimate end, the exercise of the granted power of Congress to regulate 
interstate commerce.” (See also N. L. R. B. vy. Jones & Laughlin Steel Corp. (301 U. 8.1), 
where the Supreme Court used similar language in sustaining the constitutionality of the 
National Labor Relations Act; and U. 8S. v. Wrightwood Dairy Co. (315 U. 8S. 110), where 
the Supreme Court sustained the authority of the Secretary of Agriculture to regulate the 
price and marketing of milk produced and sold intrastate which competed with the sale of 
milk moving from another State into that State.) 

2 Kirschbaum vy. Walling (316 U. 8.517). To the same effect see Walling v. Jacksonville 
Paper Co. (317 U. S. 564), and McLeod vy. Threlkeld (319 U. 8. 491). 

8 Higgins v. Carr Bros. Co. (317 U._S. 572), Walling v. Jacksonville Paper Co., supra. 

4 Wilson & Co., Inc. v. National Labor Relations Board (124 F. (2d) 433, C. C. A. 7, 
1941) (meat-packing company selling locally meat products obtained from other States) ; 
National Labor Relations Board v, Tex-O-Kan Flour Mills Co. (122 F. (2d) 433, C. C. A. 5, 
1941) (flour mills obtaining grain from out of State);; National Labor Relations Board v. 
Poultrymen’s Service Corp. (138 F. (2d) 204, C. C. A. 3, 1943) (feed mills obtaining raw 
materials from other States) ; National Labor Relations Board v. McGough Bakeries Corp. 
(153 F. (2d) 420, C. C. A. 5, 1946) ; National Labor Relations Board v. Van De Kamp’s 
Holland-Dutch Bakers, Inc. (1952 F. (2d) 818, C. C. A. 9, 1946) (bakeries which import raw 
materials into State “affect commerce” although none of products are sent out of the 
State) ; National Labor Relations Board vy. Suburban Lumber Co. (121 F. (2d) 829, C. C. 
A. 3, 1941) (retail lumber dealer obtaining materials and equipment from out of State 
sources). 

5 Polish National Alliance v. National Labor Relations Board (322 U. S. 643 (1944)) 
(fraternal benefit society engaged in insurance activities among several States) ; Williams 
Motor Co. v. National Labor Relations Board (128 F. (2d) 960, C. C. A. 8, 1942) (auto- 
mobile dealer making substantial sales to subdealers in other States) ; National Labor 
Relations Board v. M. E. Blatt Co. (143 F. (2d) 268, C. C. A. 3, 1944); J. L. Brandeis € 
Sons vy. National Labor Relations Board (142 F. (2d) 977, C. C. A. 8, 1944): National 
Labor Relations Board v. May Department Stores Co. (146 F. (2d) 66, C. C. A. 8, 1944) 
(department store operations ‘‘affect commerce” in view of purchases of merchandise from 
and sale to points outside of State); Joseph T. Ryerson & Son, Inc. (65 NLRB 921 
(1946)) (steel products distributing company buying and selling steel products both out 
of the State and locally). 

® National Labor Relations Board v. Jones & Laughlin Steel Corp. (301 U. S. 38) (com- 
pany manufacturing steel products which were shipped outside the State); Santa Cruz 
Fruit Packing Co. y. National Labor Relations Board (303 U. S. 453) (cannery producing 
canned fruits and vegetables for shipment to other States); National Labor Relations 
Board vy. Fainblatt (306 U. 8S. 601) (dress contractor finishing garments which were de- 
livered to another State by the owner who took title at the factory prior to such ship- 
ments). 

7 National Labor Relations Board v. Gluch Brewing Co. (114 F. (2d) 847, C. C. A. 8, 
1944) (trucking company engaged in hauling freight to and from railroads transporting 
such goods in interstate commerce) ; Associated Press vy. National Labor Relations Board 
(501 U. S. 103) (news-gathering agency held to be engaged in interstate commerce) ; 
National Labor Relations Board vy. Times-Picayune Co. (130 F. (2d). 257, C. C. A. 5, 1942) 
(newspaper publishing company receiving and publishing news, advertisements, and articles 
coming from outside the State) ; National Labor Relations Board v. Pacific Gas & Electric 
Co. (118 F. (2d) 780, C. C. A. 9, 1941) (a radio station is an instrumentality of commerce 
80 power company supplying electricity to it “affects commerce’); National Labor Rela- 
tions Board v. J. G. Boswell Co. (136 F. (2d) 585, C. C. A. 1943) (local telephone ex- 
change which was integral part of national system). 

5 The following businesses operating locally have been held, among others, to be within 
the jurisdiction of the National Labor Relations Board on the ground that they render 
services to firms or individuals engaged in business affecting commerce: Consolidated 
Edison Co. of N. Y. v. National Labor Relations Board (305 U. S. 197) (power and light 
to firms engaged in commerce or in business affecting commerce) ; National Labor Rela- 
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6. Businesses engaged in activities competing with activities of other firms in 
interstate commerce.’ 

The foregoing may not cover every conceivable situation within the scope of 
the proposed new definition but I believe it indicates fairly well what is the 
intended effect of the new language. Many of the employees in the above-named 
categories are now covered. As example of the new categories of employees 
that would be covered under the proposed new language of section 3 (n) if 
enacted into law, I believe that employees in the following groups who may not 
now be covered by the Fair Labor Standards Act” would generally be covered: 

(@) Employees of wholesalers who are engaged in handling, shipping, and 
delivering within the State goods which were received from another State but 
which came to rest at their employer’s warehouse. 

(b) Employees engaged in the original construction of new airports, factories, 
warehouses, office buildings, loft buildings, and other buildings or structures 
which will be used in commerce or production of goods for commerce although 
they will not become an integral part of existing facilities. 

(c) Employees engaged in the construction of apartment houses, stores, and 
residences if a substantial portion of materials used come from other States. 

(d) Building maintenance employees engaged in servicing office buildings in 
which miscellaneous activities in interstate commerce (as distinguished from 
production) are carried on. 

(e) Workers providing food, lodging, and similar facilities for employees 
engaged in interstate commerce, such as cooks on cook cars for maintence-of- 
way employees on railroads. 

(f) Employees of large retail or service enterprises, such as chainstores and 
large department stores. 

In addition, the small percentage of employees in manufacturing, mining, 
finance, and insurance who are not now covered would be entitled to the benefits 
of the act under the proposed amendment unless specifically exempted. 

With respect to those employees who would not be covered under the act if the 
proposed section 3 (n) is adopted, and taking into account the exemption pro- 
vided in section 13 (a) for employees of retail or service establishments, it is 
my opinion that the wage and hour, and child-labor provisions Would not reach 
self-employed, domestic help in private homes, Federal, State, and local gov- 
ernment employees, and the great bulk of employees employed in the typical 
local retail store or service establishment, such as the grocery, drugstore, tavern, 
hardware store, barber shop, beauty parlor, shoe-repair shop, restaurant, ete. 


tions Board v. W. H. Kistler Stationery Co. (122 F. (2d) 989, C. C. A. 10, 1941) (sales 
of stationery to firms engaged in commerce) ; Western Union Telegraph Co. (27 N. L. R. B. 
150 (1940)) (cafeteria for Western Union employees); Henry Ford Trade School (58 
N. L. R. B. 1535 (1944)) (trade school engaged, inter alia, in the manufacture and repair 
of tools for companies engaged in business affecting commerce) ; Butler Bros. and Aler 
Wasleff (41 N. L. R. B. 843 (1942) (service employees in office building whose tenants 
are engaged in interstate commerce); Bankers Trust Company (56 N. L. R. B. 1071 
(1944),) (safe-deposit services to customers engaged in interstate commerce). Cf. cases 
holding that firms engaged in occupations necessary to production or in a local aspect of 
the productive process affect commerce. National Labor Relations Board v. Bradford 
Dyeing Assn. (310 U. S. 318) (dyeing cloth in commerce); National Labor Relations 
Board vy. Crystal Spring F. Co. (116 F. (2d) 669, C. C. A. 1, 1941); Burlington Dyeing 
é F. Co. v. National Labor Relations Board (104 F. (2d) 736, C. C. A. 4, 1989) (finishing 
cloth for interstate producer) ; National Labor Relations Board v. Dan Deusen (138 F. 
(2d) 893. C. C. A. 2, 1943) (garment contractor working on goods for interstate producer). 

® National Labor Relations Board v. Planters Mfg. Co. (105 F. (2d) 750, 753. C. C. A. 4, 
1939) (holding that where “respondent competes in its sales in Virginia with manufac- 
turers of similar containers whose plants are located in other States,’ then “the act is 
applicable to the respondent and the employees here involved’’) ; see also National Labor 
Relations Board y. National Motor Bearing Co. (105 F. (2d) 652, C. C. A. 9); fifth annual 
report of National Labor Relations Board, p. 83; Wichard vy. Filburn (317 U. S. 111, 128) 
(holding that Federal Government may place quota control on wheat produced for local 
consumption since “home-consumed wheat would have a substantial influence on price and 
market conditions” and “home-grown wheat in this sense competes with wheat in com- 
merce”), United States v. Wrightwood Dairy Co., supra (holding at p. 120 that “the mar- 
keting of a local product in competition with that of a like commodity moving interstate 
may so interfere with interstate commerce or its regulation as to afford a basis for con- 
gressional regulation of the intrastate activity’) Shreveport Rate Cases (234 U. S. 342, 
354) (holding that under general power to regulate rates on interstate carriers, Federal 
Government has power to regulate intrastate railroad rates when these result in “unjust 
discrimination”) ; Swift € Co. v. United States (196 U. S. 375) (power to restrain local 
conspiracy in restraint of trade affecting competing interstate trade). 

1% Under the present act, certain employees in the listed groups would be covered where 
their individual activities constitute interstate commerce or the production of goods for 
interstate commerce. 
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Moreover, there are additional exemptions provided for other local industries 
such as local motorbus and trolley lines, and taxicab companies, and for em- 
ployees engaged in agriculture. 

I am advised that a substantial number of additional employees will be eovered 
by the wage-and-hour provisions of the act if section 3 (n) of the bill is adopted. 
These employees often work side by side with other employees who are now 
receiving the benefits of the minimum wage and overtime provisions of the law. 
For example, many building-maintenance workers employed in office buildings 
in large cities are today outside the protection of this act while similar employees 
employed in loft buildings are covered. Similarly, employees of wholesalers 
receiving goods from another State are covered, whereas employees who handle 
those goods after they have come to rest in the warehouse and deliver them to 
retail stores within the State are now outside the coverage of the law. Also 
most employees of a construction contractor engaged in building an entirely new 
factory during a given period are not covered by the law, whereas they come 
under the coverage of the act when they are engaged during another period in 
extending, reconstructing, or repairing an existing factory. 

In summary, the House committee print seems to proceed on the theory that 
legislation regulating wages and hours of employment and striking at child-labor 
evils should, in order to avoid competitive inequalities, utilize the plenary power 
of Congress over commerce to its fullest extent so that, generally speaking, 
all employers would be required to comply with the standards prescribed by 
Congress unless a specific exemption has been provided for the activity or 
enterprise. 

Mr. Rurvenserc. I don’t want to deal more with this problem of 
the legal question of affecting commerce. I just want to conclude 
though by saying that the bill “would remedy the backward step taken 
in 1949 in terms of the definition of the word “produced.” It would 
restore the definition included in the Fair Labor Standards Act of 
1938—that, in effect, was 11 years before technical and restrictive 
changes were made in the 1949 act. Consistent with the liberal and 
humanitarian purposes of the act, employees that were engaged in 
any occupation necessary to production as well as those engaged in 
direct production operations would be brought within the protection 
of the act 

And I think I explained earlier and it is certainly in the text of my 
statement, the problem of having the definition of produced as it is now 
contained in the act means that with workers working side by side, 
some are covered and some are not. 

To pass from the specific legal questions of general coverage in 
which, as I have indicated, some 1314 million workers are now outside 
the coverage of the act as a result of the specific “commerce” defini- 
tions and “production” definitions, I would like to also pass on to a 
discussion of the specific exemptions in the act. 

Senator Purret,. Before you do that I want to ask one question. 
In running through hurriedly your testimony all of which is most 
interesting and w hich I shall ‘study more carefully than I have been 
able to up to this time, I wondered how many of those you propose 
to cover or that this bill would cover are not now receiving $1. Have 
you any figures on that at this time? 

Mr. Rurrenrerc. There are no real figures on this question. 

Senator Purres. That is what I find. 

Mr. Rurrensere. The Secretary of Labor as you know * * *. You 
got into this discussion earlier with the letter from the Department 
of Labor that arrived this morning. 

The Secretary said in his testimony that a year and a half ago, when 
you were considering the extending of minimum wage to $1 they esti- 
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mated then that about, between 10 and 12 percent of workers brought 
under coverage were receiving less than $1 an hour. 

Then under questioning of Senator Kennedy he said perhaps that 
the 10 to 12 percent should apply to the 2% million he is now suggest- 


ing. 

Tt was a general statement. 

He said he will look into it more carefully. 

Evidently he did and came back with the estimate of 400,000 which 
is roughly 16 percent. We estimate on a rough basis, looking at the 
figures that are available, that about 25 percent of the workers we 
propose, that the Morse bill proposes to bring under coverage now 
receive less than $1 an hour, so roughly about 21% million of the 91% 
or 10 million we are proposing receive less than $1. 

Senator Purrett. What figures are you using to determine that ? 

I think this is a really important thing to determine who will be 
covered who are not presently covered under the minimum. 

Mr. Rurrenserc. | think it is awfully difficult to come to any con- 
clusion. We could be off. It could be 10 percent. It could be 50 
percent. 

The figures are not exact. Based on various retail wage surveys 
that have been made, surveys made in laundries and dyeing which I 
referred to earlier with Senator Kennedy right after the recess, studies 
made in wholesale and farm processing, the various studies of the 
Department of Labor, we have come up with an average hourly earn- 
ing figure in these areas. 

Looking at those and making some statistical computations, then 
it looks to us in a rough way as it would be 25 percent. It could be 
more or less. 

Senator Purrei.. But it is in fact a rough estimate. 

Mr. Rurrenserc. It is a rough estimate. My feeling is that it 
wouldn’t be much less than that. 

Senator At.orr. In other words, you mean that not less than 25 
percent of these people would be earning less than $1? 

Mr. Rurrenserc. Not less than about a quarter of those the Morse 
bill proposes to bring under coverage, are now receiving less than 
$1 an hour. 

Senator Purreti. Will you say that again because you say too many 
less in there. 

Mr. Rurrenserc. There are now 10 million people roughly that will 
be brought under coverage under the Morse bill. Roughly a quarter 
of those or 214 million now receive less than $1 an hour. 

Senator Purre..t. And the other 75 percent receive more than—$1 
or more 4 

Mr. Rurrenserc. $1 or more. Roughly; these are rough estimates. 

Senator Purre.z. I always try to think in the positive. 

Mr. Rutrenserc. I will try to do it positively. 

Senator Purrety. I think you have. 

Mr. Rurrensere. In terms of the specific exemptions there are 6144 
million workers that are now specifically exempt by Department of 
Labor survey under the exemptions now contained in the Fair Labor 
Standards Act. We are proposing that a fair number of these be 
brought back under coverage eliminating 8 specific exemptions and 
modifying 7 others. I want to deal a little with each of these, but 
in greater detail specifically with the retail trade and service. 
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There are now some 9 million workers in all types of retail trade 
and service. They comprise about a fifth of all wage and salary 
earners. Of the nearly 7 million in retail trade outside of service, 
only some 230,000 employed in mail-order houses and in central offices 
and warehouses of chain stores are covered by the Fair Labor Stand- 
ards Act. In addition most of the 2 million in retail service are 
exempt. So that you have here roughly something like 614 and 2%, 
something like 814 million workers now exempt on the retail service 
and trade of the 8 or 9 million. The Morse bill would specifically 
ng under coverage some 4 million of these retail trade and service 
ole. 

‘About a half or a little less than half of those in retail trade and 
service. This includes laundry and dry cleaning as a service. 

The formula which is now in the act defining retail which restricts 
considerably retail coverage is one which says that 75 percent of the 
sales are recognized as retail sales or services in the industry and are 
not for resale and at least 50 percent of the sales are in interstate 
commerce. 

Weare suggesting a change in this as a criterion to be applied against 
the general commerce clause, a criterion which says that 5 or more 
establishments or a total annual volume of sales of more than $500,000 
be the basis of deciding which of the retail trade and service establish- 
ments covered by the commerce clause would actually be brought under 
coverage of the act. 

With the additional proviso that if more than 25 percent of the 
sales of the establishment are not directly in retail services but go to 
mining, manufacturing, transportation, communication businesses, it 
is not considered to be a “retail or service establishment.” In other 
words, 75 percent of the sales must be to establishments who reach 
consumers who are other than mining, transportation, and so forth. 

Senator Atuorr. Mr. Ruttenberg, it would also be fair to comment 
here that there is no limitation in §. 1267 of where those sales may be. 

Mr. Rurrenserc. That’s right. It is $500,000 gross sales. 

Senator Atiorr. Regardless of whether it is all within one com- 
munity or one county or within a State, it is just $500,000 of sales. 

Mr. Rutrenserc. That is correct. It is in direct contrast to the 
Secretary of Labor’s seg nt which is that at least $1 million worth of 
purchases at wholesale come from outside the State. 

This is in contrast to the inflow concept. Let me point out that it 
is quite conceivable under Secretary of Labor Mitchell’s proposal that 
you could have $950,000 worth of wholesale inflow goods coming into 
the State, and you could have a couple of million dollars’ worth of 
interstate sales of a retail establishment and that retail establish- 
ment would not be covered under the terms of the act. 

Senaor AtLorr. That is correct. 

Mr. Rurrensere. And it is conceivable as long as the sales in inter- 
state commerce are less than 50 percent of the total sales that a retail 
establishment could be buying $10 million worth of materials within 
the State and not be covered by the act—conceivably. 

Senator Atxorr. Although I don’t completely agree with the Sec- 
retary’s point of view at least it is a greater attempt to bring this 
thing within the purview of interstate commerce than the so-called 
Morse bill, S. 1267, does. 
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‘Mr. Rurrenserc. It uses another criterion, another determining 
fac. ‘or, as to how you measure interstate commerce. 

Senator AuLorr. The determining factor is a flow of goods in inter- 
state commerce. 

(Mr. Rurrensere. But with no relationship at all to total sales. 

They may be substantial but not be covered. 

Senator Attorr. Total sales are not significant of themselves. For 
example, you might have an establishment which is dealing in very 
lange units such as, for example, road equipment, which may have a 
comparatively few people employed but runs its total sales up to over 
$500,000 very quickly. 

|, You might have a very 

“Mr. Rurrenserc. That would be a manuf: icturing establishment 
rather than a retail establishment. 

A retail house selling road equipment at retail rather than from the 
manufacturing firm. “This kind of equipment doesn’t normally go 
through retail. 

The normal flow is straight from the manufacturer to the pur- 
chaser. 

Senator Atiorr. I don’t know where you deal. I never heard of 
doing it that way. It is usually handled by a firm through retail 
channels. 

Mr. Rurrenserc. Light roadbuilding equipment, not the heavy 
stuff. 

Senator Atiorr. And the heavy stuff, too. 

Mr. Rurrenserc. This is a question of judgment. 

Senator Annorr. Assume anyway. You might choose another 
category. The point is that $ $500,000, the sales, are not definitely any 
more a true criteria than the inflow of goods, because one outfit, the 
sellers of a large unit such as grading equipment or heavy equipment 
might have only 3 3or4employees. You might have a dozen employees 
in a moderately sized grocery store. 

Mr. Rurrenserc. That istrue. I think, though, Senator, the thing 
we ought to keep foremost in our minds as we discuss the proposals of 
the Morse bill is that here, while one can make a case for the 170- 
square-foot retail store with a 25-foot front and say you may not want 
these people covered, that the criteria we use are such that a substantial 
number according to the Census of Business of the Department of 
Commerce in 1954, that 9614 percent of the food stores in America 
now have sales of less than $500,000. 

So we are talking not about the corner grocery, not about the small 
neighborhood drugstore or the Main Street shoeshine parlor, but 
we are talking here of specifically those stores that have more than 

$500,000 of sales. And the Census of Business reveals, the Census of 
Business for 1954, as shown at the bottom of page 21 of my statement, 
that + out of every 5 stores had sales of less than $100,000 and that 
only 3 percent of all stores had sales of $500,000 or more. This is in 
all categories of retail establishments. 

Mind you, it is all right to shed tears about the little fellow. We 
do, too. We say he ought to be covered, but the proposal in the Morse 

bill does not cover such individuals. Because, as you can see in the 
table that Mr. Meany was referring to in his earlier discussions, the 
first column, “Percent of stores” shows, according to the Census of 
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Business of 1954, the percentage of stores in various categories of 
retailing with sales of $500, 000 or more. 

This shows that only 3.7 percent of the food stores, less than half 
of 1 percent of the eating and drinking places—it does show that a 
substantial number of the department stores would be covered, 86 
percent. It shows a fair amount of the automobile and accessories 
dealers, 16.9 percent, would be covered. 

It shows t i 
stores—97.98 percent—would not be, and so forth. So we can shed 
tears about the little fellow and feel sorry for him as we do but this 
bill does not affect his status one iota. 

This bill would specifically exempt him. It shows that it is the 
larger fellows that the bill tried to get at. If you look at the Census 
of Business comparing 1948 with 1954, these figures are on page 23, 
you will find that those establishments with sales of a million dollars 
or more between 1948 and 1954 increased their sales by 73 percent, 
while those with sales of less than a hundred thousand dollars had only 
an 8-percent rise in sales. 

This is pretty tremendous, pretty tremendous too if you look at it 
from the strictly statistical point of view because from a high base 
of a million dollars or more in order to get a 73-percent increase you 
have to get a large dollar-amount increase. To get an 8-percent 
increase from small dollar sales it doesn’t take very much, Even 
under that statistical concept you have a 73-percent increase from 
1948 to 1954 in the amount of sales of those businesses having more 
than a million dollars. ; 

So we are here talking about the big fellow. We are talking about 
the supermarkets who during the past 15 years have more than tripled 
in their number, and whose average sales of a million dollars or more 
is undoubtedly enlarged today. We are talking about the giant chain 
organizations that run from coast to coast. And the names of these 
retail firms are well known [ am sure to all of us here. 

Senator Purretyi. If those are the people whom you are interested 
in seeing covered, they are all covered by Secretary Mitchell’s pro- 
posal. The very ones you are talking about. 

Mr. Rurrenserc. Not all, sir, because—if you would take a look at 
my appendix DP (see p. 289), we have a table there which shows the 
comparisons of coverage between the Morse bill and Secretary 
Mitchell's proposal. 

Here you see a table showing that in retail service and trade, the 
Morse bill would bring under coverage roughly about 4 million, the 
Mitchell proposal only 2 2 million. So there are an additional 50 per- 
cent that would be brought under coverage under the Morse bill but 
mind you bringing 4 million under cover age would still leave close 
to 60 percent of the retail trade and service establishments not cov- 
ered even under the Morse bill. 

Senator Purrer.. But the 2,000 you are talking about are the 
chains and big fellows you have been addressing yourself to in your 
remarks before my question. 

Mr. Rurrenserc. The chainstores plus the fairly large independent 
dealers, retailers who are involved with gross sales of more than 
$500,000. 
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Senator Purret.. But I say 2,000 of those big fellows you are talk- 
ing be we will have been covered in the proposal of the Secretary of 

abor 

Mr. Rorrenserc. Certainly, 2 million. We don’t deny the fact that 
he is proposing to increase the coverage to2 million. We say it doesn’t 
go far enough. 

Senator Purretu. But what about these people who are not covered 
by the Morse bill, I am sure your concern has been expressed for those 
people; why aren’t you proposing that they all be covered ? 

Mr. Rutrenserc. Because as Mr. Tyson has pointed out we have 
gone to the outer reaches of the scope of the commerce clause. 

Senator Purret,. Not according to what your definition is of ac- 
tivity in commerce. It could be anybody competing with anybody 
else. You know that and so doI and so does Mr. Tyson. 

Mr. Rutrenserc. Putting in the exemption of 500,000 and 5 estab- 
lishments narrows it down. 

Senator Purre.y. A difference of degree. 

Senator Auuorr. If that is your purpose, why don’t you cut the 
500,000 down to a hundred thousand or 50,000? 

Senator Purreiu. Or 25,000? 

Senator Atxorr. Then you would include everybody in that. 

Mr. Routrenserc. A case can be made for the very small privatel 
owned family-run, so-called, mom and pop storesthat are around. We 
are not proposing that they be brought into coverage here. Spe- 
cifically we are proposing that they be exempt. Now, not that we 
don’t think they ought to be covered really in the last analysis if you 


approach it strictly from the humanitarian point of view, but I think 
it can be said that this reaches about as far as one can under the cir-. 


cumstances. 

Senator Purrett. What circumstances? 

Mr. Rourtrenserc. Given the political reality of the day. 

Senator Kennepy. I am not sure you haven’t gone a little further. 

Mr. Rutrenserc. I am not so sure that having looked at the results 
of the last election and seen what has happened at least in the control 
of the Senate and House maybe we should have gone a little further 
in this proposal. 

If you look at the other side maybe you would say we should not have 
gone as far. It is hard to tell. 

I guess there is another point that ought to be said and it is a ques- 
tion of what is enforceable. If you get down into the small “mom 
and pop” stores, the corner grocery store and the corner drugstore, 
this might not be as easily enforceable as it is when you set the criterion 
in the Morse bill. 

I don’t think I need to go into detail before this committee to point 
out that the wages of retail workers, as discussed beginning on page 
25 of my statement, are relatively low and are substantial, substantially 
less than those of comparable workers in manufacturing establish- 
ments. 

It is interesting to note that if you go back to 1932 the average retail 
worker had a weekly income that was greater than the worker in the 
factory. 

If you compare it today, November 1956, of course the retail worker 
is substantially below the factory worker and his status has changed 
significantly over the period of time. 
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So that the retail worker has fallen behind. 

In part it is because the factory worker is better organized in trade 
unions than the retail worker and in part it is true because the retail 
worker has had less direct assistance in terms of improving his wage 
conditions. But I think it is well to point out that a recent survey of 
the Department of Labor, in April of 1955, in multistate retail estab- 
lishments showed that 5 percent of all employees were paid less than 
75 cents an hour 15 percent less than 90 cents and 25 percent less than 
a dollar. You can see by this figure of 25 percent less than $1 this is 
one of the criteria we used to come up with the estimate you and I 
were talking about. 

We can surely cite the additional figures but it is interesting to note, 
as we point out in appendix A, table 4 (see p. 276), the fulltime and 
annual earnings of people in retail trade is 26 percent under the level 
in manufacturing. 

Various surveys have been done State by State, Maine, Illinois, Ari- 
zona, all showing what the level of retail wages is in those States and 
they are cited in my study. 

Senator AtLorr. Would that include retail wages in small communi- 
ties as well? 

Mr. Rurrenserc. Yes; it is a survey made in each of those States 
and it is a cross-section survey. So that when you point out in Maine 
that the average hourly wage for service workers was just at $1, then 
it means that 50 percent of all those workers were earning less than 
$1 and 50 percent earning more. The survey is a cross section. These 
are not AFL-CIO surveys but official Government surveys, either 
State or Federal Government. 

There was a survey made 

Senator Kennepy. How much more do you plan to go through ? 

Mr. Rurrenserc. About 10 pages. 

Senator Kennepy. We will try to go through this part without any 
questions and then we will see what we will do about questions. 

Senator Purtett. This member of the subcommittee is quite agree- 
able. 

Mr. Rurrenserc. The New Jersey survey shows that while 2 per- 
cent of the men and 6 percent of the women earn less than 75 cents 
an hour in New Jersey and 10 percent of the men and 35 percent of 
the women earn less than $1. 

The next point is extremely interesting in the light of Secretary 
Mitchell’s proposal not to extend the coverage to overtime provisions 
and that is that one interesting sidelight on the New Jersey survey 
is that almost 60 percent of the firms employing over 40 percent of 
the employees had no overtime policy and only 28 percent of the firms 
that employed a little over 40 percent of the employees paid time 
and a half for overtime. 

Senator Purrei.. Does it show what percentage of those employed 
actually worked over 40 hours anyhow ? 

Mr. Rutrensere. I think the survey would show that it is not 
pointed up here. 

Senator Purrets. That would show the number of people affected. 
Many of those retail establishments don’t work more than 40 hours 
in many places. 

Mr. Rurrenserc. Mr. Seidman might have that survey. While 
he is looking it up I will go on. If he doesn’t find it in the survey he 
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has here, we will submit a statement to the commitiee pointing this 
out. I am sure the surveys do show the average hours worked per 
week in the various establishments. We have not mentioned it here 
in the statement being presented. 

This is from the New Jer sey survey appearing in the staff report to 
the Subcommittee on Labor, which I guess is “Professor Blum’s re- 
port, shows that almost 74 percent of ‘the men work over 40 hours, 
whereas less than a third of the women work over 40. So you have 
three-quarters working more than 40 hours in retail in New Jersey. 

Senator Purreti. Another interesting fact—— 

Mr. Rurrensere. Of the men. 

Senator Purrety. That you should develop there is what percent- 
age of males as compared with females were employed in those estab- 
lishments. 

Mr. Rutreneserc. Again I am sure those figures are here; we will 
have to check the record. 

The figures are there certainly. Even if they were 100 percent 
women, a third according to this are working more than 40 hours in 
New Jersey. 

We discuss the retail industry and its ability to adjust to extended 
coverage and generally of course there was a feeling that workers in 
retail industries are less productive than workers in other industries 
and therefore the concept of being less efficient, less productive, they 
ought not to be paid the same as people in manufacturing or other 
more efficient industries. I think the quotes from Fortune magazine, 
particularly an interesting editorial I think from Fortune magazine, 
and an editorial from the Progressive Grocer which I quote is inter- 
esting. 


It says, “Margins have steadily declined over the years (margins 
in retail), a trend that has contributed immeasurably to the success 
of food-store products and to the well-being of the food industry, 
and the cee as well.” I would wish we had time to discuss the con- 


cept of lower profit margin with lower volume of sales as being a 
concept within the best principles of American capitalism. 

Senator Purretn. Last week during the hearings I read into the 
record an article I had culled from the Christian Science Monitor, 
in which I think the president of NAM said that productivity ought 
not to be tied in with wage increases. He didn’t think that is a 
measuring instrument that ought to be used. 

I think that is interesting. 

Mr. Rutrrenserc. Maybe he was coming from the automobile in- 
dustry where the productiv ity factor is only two and three-quarters. 

Senator Purrett. It is in the record. 

Mr. Rurrenserc. The productivity in autos is 10 to 12 percent 
a year and the current bargaining provisions only provide for 2%, 
percent increase. 

The figures on the New Jersey survey of wages in retail trade 
show that 62 percent are male, 38 percent women. It is also pointed 
out these are the same percentages as for the country as a whole. 

So if you consider that two-thirds of the employees in retail are 
men and that three-quarters of these workmen work more than 
40 hours, you get three-quarters of two-thirds, 

That is fairly substantial. 

I want to make one further point referring to Professor Blum’s 
study, the staff report to the subcommittee. 
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Mr. Meany read this quote this morning. I want to reemphasize it. 
He says: 

The maximum conceivable adjustment is estimated to amount to an increase 
in the price of retail goods of less than one-half of 1 percent. 

If the dollar minimum as applied to the entire retail industry a 
contained in the Morse bill were put into effect, this means aierities 
that the consumer price index would increase by less than one-half 
of 1 percent if you applied a dollar minimum across the board as 
the Morse bill proposes. 

Senator Kennepy. That has increased 3 percent or more in the last 
year or so. 

We have now reached 1 o’clock. I wonder if we can suspend for 
a minute while I talk to the subcommittee members. 

( Discussion off the record. ) 

Senator Krennepy. Mr. Ruttenberg, we can put the rest of the 
statement in the record. I think it is a very valuable statement and 
I understand that on Wednesday we are getting representatives 
from labor, Retail Clerks International Association, somebody from 
the LUE, National Agricultural Workers Union, Hotel Trades Coun- 
ceil and Laundry Workers, and they will be able to supplement with 
more direct experience some of the points you have made. 

I think it would probably be best if we desist now and perhaps 
you can come back at a later time. Secretary Mitchell will come 
back because the subcommittee may want to go into some of these 
points in more detail than we have been able to this morning. 

I am sorry you were rushed but nevertheless I think your testimony 
has been very helpful and I think the charts you put in the record 
to supplement your statement will be valuable to the committee and 
I want to thank you for coming in this morning. 

Mr. RurrenserG. Thank you. You are right in saying that the 
rest of the material in my statement will be covered in greater detail 
by the other witnesses that will appear. 

Senator Kennepy. That’s fine. I want to thank you, Congressman 
Biemiller, who is an old friend of members of the subcommittee, and 
Mr. ‘Tyson and Mr. Seidman for your presence here. We very much 
appreciate your being here. 

Senator Purreit.. I would like to express my thanks for your being 
here and for your testimony. It is very enlightening to us. 

Senator Kennepy. Yes. 

Mr. Rutrenserc. Even though we disagree, we have had an en- 
lightening discussion. 

Senator Purretnt. We have had an enlightening discussion and one 
that was interesting to me also. 

(Whereupon at 1 p. m. the subcommittee adjourned. ) 
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PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


WEDNESDAY, MARCH 6, 1957 


Untirep Srares SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTEE ON LABor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator Pat Mc- 
Namara, presiding pro tempore. 

Present: Senators McNamar a, Kennedy, and Morse. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, 
assistant chief clerk; John S. Forsythe, general counsel; Michael J. 
Bernstein, professional staff member; and Joseph M. Stone, special 
counsel to the Subcommittee on Labor. 

Senator McNamara. The subcommittee will be in order. Senator 
Allott has asked me to say that he is unable to be present because of 
attendance at an Interior Affairs Committee meeting on matters of 
interest to his State. 

The first witness will be Mr. James A. Suffridge, president of the 
International Association of Retail Clerks, Washington, D. C. 

When you get ready, you may proceed in your own manner. If you 
have a prepared statement, you may read it or summarize it or both. 

First, introduce your associates for the record. 


STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, INTERNA- 
TIONAL ASSOCIATION OF RETAIL CLERKS, AFL-CIO 


Mr. Surrrinee. Mr. Chairman, may I present Mr. Charles Bragman, 
attorney at law, and Mr. Jacob H. Bennison, research director. 

Senator McNamara. We are pleased to have them appear with you. 

Mr. Surrrince. Mr. Chairman, I have a rather lengthy statement to 
present as well as an abbreviated statement summarizing the points 
contained in the longer one. 

Senator McNamara. You may proceed as you see fit. 

Mr. Surrringe. Thank you, sir. 

Mr. Chairman and members of the subcommittee, my name is James 
A. Suffridge. I am president of the Retail Clerks International As- 
sociation, AFL-CIO, and appear before you on behalf of more than 
300,000 members of our organization employed in the Nation’s retail 
stores in cr a of S. 1135 and S. 1159. 


I submit herewith for the record a full statement of our organization 
relative thereto. 
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(The statement follows :) 
STATEMENT OF JAMES A, SUFFRIDGE, PRESIDENT, RETAIL CLERKS INTERNATIONAL 
AssocraTIOn, AFL-CIO 


Mr. Chairman and members of the subcommittee, my name is James A. Suf- 
fridge. I am president of the Retail Clerks International Association, AFL-CIO, 
on whose behalf I am appearing in support of S. 1135 and 8. 1159. We urge that 
the present retail exemption in section 13 (a) (2) of the Fair Labor Standards 
Act, and the other pertinent provisions thereof be amended so that the minimum 
wage, overtime, and child labor provisions would be applicable to large enterprises 
in the retail field which substantially affect commerce. 

It is not our intention to seek such coverage over small local retail establish- 
ments. These stores which do not substantially affect interstate commerce 
should remain the concern of the various States. 

The Retail Clerks International Association represents approximately 300,000 
employees in retail stores throughout the United States. The membership is 
composed predominantly of employees working in chain grocery, drug, variety 
and specialty stores, and large department stores. 


I. PROVISIONS OF THE BILLS 


S. 1135 and 8. 1159 would amend the present Fair Labor Standards Act prin- 
cipally : 

1. By extending the congressional declaration of policy in sections 2 (a) and 
(b) of the act to retail establishments whose activities affect commerce (sec- 
tion 2 of the bills). 

2. By adding a new section 3 (p) to the act, defining ‘‘activity affecting com- 
merce”, which is substantially similar to the same term as defined in the Na- 
tional Labor Relations Act. (section 3 of the bills) 

3. By extending the minimum wage provisions of section 6 of the act, (section 
5 of the bills), the maximum hours provision of section 7 (a) of the act (section 
6 of the bills), and the child labor prohibition in section 12 (c) of the act (sec- 
tion 8 of the bills) only to an employer who is in an activity affecting commerce 
and who has one or more retail establishments with a total annual volume of 
sales of more than $500,000 from all such establishments combined. 

4. By amending the exemptions sections 13 (a) (1), 13 (a) (2), and 13 (a) 
(4) of the act, so that the retail exemption would be applicable to any employee 
of a retail establishment of an employer with one or more retail establishments 
and having from all such establishments combined a total annual volume of 
sales of not more than $500,000 (section 9 of the bills). 

5. By extending similar coverage to the special provisions of section 5 (a), and 
8 (a) of the act relating to Puerto Rico, the Virgin Islands and Samoa (sections 
4 and 7 of the bills). 

It should be noted that the bills, S. 1135 and S. 1159, do not provide such 
extension of coverage to the retail service industries. These bills would not 
change the status of this service group, and they repeat the exact language with 
respect to retail service establishments in section 13 (a) (2) and to laundries 
and the like in section 13 (a) (3) of the present law for the purpose of showing 
this subcommittee how the law would read if amended by the bills. Such 
repetition is not necessary in any bill which may be reported out and acted upon 
by the Congress and should be eliminated at the appropriate time. 

We do not make any recommendation for the service group because it is 
outside the jurisdiction of our organization. This retail service group, which is 
outside of our jurisdiction, consists of shoe repair shops, laundries, dry cleaners, 
restaurants, cafes, hotels, beauty shops, barber shops, communication services, 
and other retail services. The problems of these services which differ from 
those of the large retailing enterprises are the concern of other unions, which, 
I presume, will present statements thereon to this subcommittee. 

It is our expectation that any decision as to whether or not the subcommittee 
will recommend the elimination of the present exemption in section 18 (a) (2) 
and provide some other basis of coverage for service establishments than is now 
in the present law is a matter which will be considered by the subcommittee. 

However, employees who perform service functions such as selling food, light 
lunches and the like within a strictly retail merchandise establishment such 
as a drug store which is part of a large chain or a large department store would 
be covered in somewhat the same way that employees performing similar func- 
tions in manufacturing plants are now covered under the present act. 
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Under the existing law, employees who work in a cafeteria which.is owned and 
operated by a manufacturing concern and which is under the same roof as the 
manufacturing activity are covered.’ 

While our organization believes that the problem of coverage and exemption 
with respect to retail service establishments should be considered in connection 
with legislation separate from S. 1135 and §. 1159, naturally we favor the 
extension of coverage to as many industries as possible, including extension to 
service establishments in accordance with the position of the AFL-CIO as 
proposed by Mr, Meany, president thereof. But we do not wish to make any 
recommendation to extend coverage to service establishments. We are not so 
presumptuous as to ask you to report out coverage legislation on other indus- 
tries with which we have no direct connection or concern. 


II. FEDERAL RESPONSIBILITY FOR COVERAGE OF LARGE SCALE RETAILING 


The proposed amendents to the present act would include within coverage, all 
employees of any retail enterprise whose activities affect commerce and whose 
total annual volume of sales from all establishments of such enterprise are over 
$500,000, and still exempt from coverage all employees of any retail enterprise 
whose total combined annual volume of sales is not over $500,000. The amend- 
ments would, therefore, make coverage depend on the retail enterprise as a 
whole and not upon the activities of an individual employee within each sepa- 
rate physical establishment as is in the present law. The effect of the amend- 
ment is to protect all employees who are employed in or about, or in connection 
with, any establishment of the large retailer where such employee is engaged. 

Congress has the full constitutional power to extend coverage of the act to 
large retailers whose activities affect commerce, as shown by the legislative 
and judicial history of the National Labor Relations Act. 

The National Labor Relations Act contains a somewhat similar definition 
of affecting commerce.* The courts* and the National Labor Relations Board ™ 
have ruled that large retail enterprises of the kind sought to be covered here 
under S. 1135 and S. 1159 are subject to that act because their activities affect 
commerce. It is clear that even though the selling function of a large scale retail 
concern may be local in character, its other functions, such as purchasing, 
warehousing, financing, management, advertising, personnel policy and train- 
ing which are just as essential to the retail selling function, actually bring 
such concern within the commerce power of Congress and therefore subject to 
regulation under the affecting commerce provision. 

In N. L. R. B. v. J. L. Hudson Co, ( (1948) 1385 F. 2d 380, cert. den. 320, U. S. 
740), the Court said: 

“The Supreme Court, since promulgation of its opinion in National Labor 
Relations Board v. Jones & Laughlin Steel Corp. (301 U. S. 1, 37; 57 S. Ct. 615, 
812; ed. 893; 108 A. L. R. 1852), has adhered to the doctrine that activities, 
intrastate in character when separately considered, if so closely and substan- 
tially related to interstate commerce that their control is essential or appropriate 
for the protection of interstate commerce from burden or obstruction, fall within 
the ambit of control by Congress.” 

This decision was rendered in the case of a large department store in Michigan 
which had no retail stores outside of Michigan, but which maintained buying 
outlets outside of the State and made substantial purchases outside of Michigan. 

The contention of opponents of these bills that, since the selling aspect of a 
retail enterprise may be local in character, the Congress has no constitutional 





1See for example: Hawkins v. FE. I. du Pont de Nemours & Co., Inc, (1951) 192 F. 2d. 
294: Basik v. General Motors Corp. (1945), 311 Mich. 705, 19 N. W. 2d. 142. 

2Act of July 5, 1935, ch. 372, sec. 2 (7); “The term ‘affecting commerce’ means in 
commerce, or burdening or obstructing commerce or the free flow of commerce, or having 
led to or tending to lead to a labor dispute burdening or obstructing commerce or the free 
flow of commerce.” 

3N. L. R. B. vy. Suburban Lumber Co. (1941). 121 F. 24 829, cert. den. 314 U. S. 693: 
NY. L. R. B. v. Schmidt Baking Co., Inc. (1941), 122 F. 2d 162: N. L. R. B. v. F. W. Wool- 
worth Co. (1941), 121 F. 2d 658; N. L. R. B. v Richter’s Bakery (1944), 140 F. 2d 870, 
cert. den. 822 U. S. 754; N. L. R. B. v. M. E. Blatt Co. (1944), 143 F. 2d 268, cert. den. 
323 U. S. 774; J. L. Brandeis & Sons v. N. L. R. B. (1944), 142 F 2d 977, cert. den. 323. 
J. §. 751: N. L. R. B. v. Van deKamp’s Hollund-Dutch Bakers, Inc. (1946), 154 F. 2d 
828, amending 152 F. 2d 818. 

% Hogue & Knott Supermarkets (1954), 110 N. L. R. B. 68; Central Carolina Farmers Er- 
change, Inc. (1956), 115. N. L. R. B. 191: Geo. Byers & Sons, Inc. (1955). 111 N. L. R. B. 
48; United Cigar-Whelen Stores Corp. (1955), 114 N. L. R. B. 185. There are many other 
decisions and rulings which bring retail chains, and department stores, intrastate in whole 
or in part in their selling function, within the affecting commerce clause. These are just 
set forth here as examples. 
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power or responsibility over the establishment of fair labor standards for large 
retail enterprises is spurious and misleading. It has no foundation in law or 
fact. 

While the full extent of the commerce clause in relation to affecting commerce 
might possibly extend the jurisdiction of the National Labor Relations Board 
over a countless number of small retail enterprises, the Board has consistently 
exercised reasonable discretion to decline to exercise jurisdiction over enter. 
prises which are essentially local in character, notwithstanding the fact that 
any such retail enterprise may affect commerce in some small degree. 

The Board has reasoned with the approval of the courts that in such cases 
it would not effectuate the policies of the National Labor Relations Act to 
assert jurisdiction over the small enterprises.“ The theory underlying such 
exemptions is that the business must be almost entirely local in every respect. 

The test used in asserting jurisdiction under the National Labor Relations Act 
to retail enterprises is whether there is a substantial impact on interstate 
commerce.° 

The reported decisions of the National Labor Relations Board are replete 
with cases involving different large-scale segments of the retail industry. Under 
the affecting commerce clause, it has asserted jurisdiction, for example, over 
intrastate chains,’ interstate chains,® single department stores,’ multiunit 
department stores or supermarkets within a State, or within two or more 
States," drug stores,” furniture stores,“ clothing stores,“ hardware stores,® 
electrical appliance stores,” automobile retailers “ and bakeries” as large-scale 
retail enterprises whose activities affect commerce. 

The criteria used by the National Labor Relations Board has varied over 
the years. In 1950 the N. L. R. B. decided for purposes of administrative policy 
to assume jurisdiction over all employers, including retail employers, whose 
annual dollar volume of business equaled or exceeded any of the following 
amounts: 

1. $25,000 in interstate sale of goods or services, 

$500,000 in direct interstate purchases, 

3. $1 million in indirect interstate purchases, 

4. Where the annual dollar volume of the employer’s out-of-State sales or 
purchases equaled 100 percent of the minimum coverage requirements based 
on the dollar value of sales or purchases. 

It made no difference whether the inflow (purchases) or outflow (sales) re 
quirement were met singly or in combination.” 

In addition to the foregoing, the N. L. R. B. asserted jurisdiction over all 
establishments which were integral parts of a multi-State enterprise.” 


*Nn. L. R. B. v. Denver Building & Construction Trades Council (1951), 341 U. S. 675; 
Haleston Drug Stores, Inc. v. N. L. R. B. (1951), 187 F. 2d 418, cert. den. 342 U. S. 815; 
Deskins Super Market (1956), 115 N. L. R. B. 252; Kenneth Chevrolet Co. (1954), 110 
N. L. R. B. 241; MacFarlanes Candies (1950), N. L. R. B. 1264; MceMahan’s of Santa Ana 
and Lynwood (1950), 91 N. L. R. B. 183. 

5 Mid-Co. Gasoline Co. (1949), 86 N. L. R. B. 62. This principle was applied in Lewis 
Bros. Bakeries, Inc. (1948), N. L. R. B. 190, and other bakery cases; Penn Coal Co., Ine. 
(1948), 80 N. L. R. B. 251: Hom-Ond Food Stores (1948), 77 N. L. R. B. 647. OC. P. Evane 
Food Stores, Inc. (1954), 108 N. L. R. B. 237. Hartzell Co. (1950), 90 N. L. R. B. 217; 
Goodman’s, Inc. (1952), 101 N. L. R. B. 89, as exemptions from the act. 

®See for example Van deKamp’s Holland-Dutch Bakeries, Inc. (1946), 154 F. 2d 828, 
amending 152 F. 2d 818, in which almost all sales were intrastate, but 30 percent of the 
purchases were interstate. 

7 Minnimag Stores (1950), 91 N. L. R. 2. 14; J. L. Brandeis & Sony. N. L. R. B. (1944), 
142 F. 2d 977, cert. den. (1944) 323 U. S. 751 Piggly Wigaly of San Diego, Inc. (1945), 
60 N. L. R. B. 47. 

8 First National Stores, Inc. (1940), 26 N. L. 

9N. LL. R. B. v. J. L. Hudson Co. (194 3)" 1: 

1 Galayan’s Supermarket, Inc. (1950), 92 N. L. R. B. 

1 May Department Stores, Inc. (1942), 39 N. L. RB. . 471; Block & Kuhl Dep’t. Store 
(1949), 83 N. L. R. B. 418. 

122 Sun Ray Drug Co. (1949), 87 N. L. R. B. 208. 

13 Dorn’s House of Miracles (1950), 91 N. L. R. B. 632; Epp Furniture Co. (1949), 86 
N. L. R. B. 27. 

4 King Brooks, Inc. (1949), 84 N. L. R. B. 74. 

% Tyner-Petrus Co. (1949), 81 N. L. R. B. 64. 

16 Grinnell Brothers (1948), 80 N. L. R. B. 191. 

1% Puritan Chevrolet, Inc. (1948), T6 N. L. R. B. 180; Edward Taubman et al. (1948), 
77 N. L. R. B. 141. 

18 See note 5. 

1% Floyd Drummond (1953), 102 N. L. R. B. 596; N. L. R. B. vy. Floyd Drummond (1954), 
210 ¥. 2d &28. 

*” Sun Ray Drug Co. (1949), 87 N. L. R. B. 208. 


3. 117. 
a5 ae 2d 1% rt cert, den, 320 U. 8. 720. 
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In 1954, the N. L. R. B. changed the 1950 standards with respect to a company 
operating a single retail store or an intrastate chain and assumed jurisdiction 
only if it meets any of the following conditions : 


1. Direct out-of-State purchases over $1 million annually ™ 
2. Indirect out-of-State purchases over $2 million annually 
3. Direct out-of-State sales over $100,000 annually.” 


The Board discontinued the practice of combining purchases and sales cate- 
gories as set forth in item 4 of the 1950 standards. It also determined that in 
1954 it would assert jurisdiction over the store of a multistate chain if the par- 
ticular store or stores meets any of the three 1954 standards or if the entire 
chain has gross annual sales of $10,000,000 or more. The change affected by 
the 1954 standards materially reduced the area in which the NLRB now asserts 
jurisdiction under the affecting commerce provision.” 

Thus, in applying the affecting commerce provision the criteria of the National 
Labor Relations Board and the courts include consideration of direct or indirect 
purchases of merchandise from without the State, out-of-State sales, mainte- 
nance and operation of warehouses within a State serving stores whether or not 
without the State, storage plants, purchasing agents or agencies outside the 
State and other functions indicating an overall effect on interstate commerce. 
In our judgment, these are the correct criteria which would be used in determin- 
{ng whether a retail employer would come within the first requirement as to 
affecting commerce as set forth in 8. 1135 and 8. 1159. 

In extending coverage in this direction to all employees of any large retailer 
whose business activities affect commerce, the Congress would be exercising 
powers which it has already exercised and which have been upheld as con- 
stitutional by the Supreme Court in cases involving the National Labor Rela- 
tions Act. The Supreme Court has often pointed out* that the Congress did 
not go to the limit of its own power to regulate commerce in the coverage pro- 
visions of the Fair Labor Standards Act. It did not attempt in 1938, 1946, and 
1949 to extend the act to large retail enterprises affecting commerce. But it 
still remains a fact that such extension is not a question of the constitutional 
power of Congress, but is solely a matter of policy to be decided by Congress. 

For example in 1988 the breadth of the phrase “affecting commerce” was so 
uncertain and difficult of definition that it was at first proposed in the bill to 
grant to a labor standards board, and later to the Secretary of Labor, authority 
to determine what should be considered as actually affecting commerce within 
the meaning of the act. Congress finally chose to forgo the exercise of its full 
constitutional power and eliminated from the act the clause “affecting 
commerce”’.” 

With the passage of the years, the definition of affecting commerce has become 
so certain and clear in application by the courts and the NLRB that the above 
stated difficulty has been removed. 

Furthermore, the real intent of Congress in 1938 and 1949 in setting forth 
the retail exemptions in section 13 (a) of the act was to exclude from the law, 
the small corner grocery, the small drugstore, clothing store, filling station 
and the like. 

The Senate report on the original bill which had an exemption for any person 
in a local retailing capacity—that is “business * * * of a purely local nature”’— 
those regularly engaged in local retailing activities and those employed by small 
retail establishments as epitomized by the common grocery store, the drug store, 
and the department store—it applies only to the industrial and business activi- 
ties of the Nation insofar as they utilize the channels of interstate commerce, or 
seriously and substantially burden or harass such commerce. It leaves to State 
and local communities their own responsibilities concerning these local service 


and other business trades that do not substantially influence the stream of 
commerce, *° 


21 Morris Kirschman & Co, (1955), 111 N. L. R. B, 123. 

2 Geo. Byers Sons, Inc. (1955), 111 N. L. R. B. 48; Central Carolina Farmers Exchange, 
Inc. (1956), 115 N. L. R. B. 191. 

*2Two of the five Board members have challenged the raising of the standards in 1954 
from the 1950 level. They seem to claim an abuse of discretion by the Board's majority 
in curtailing jurisdiction. See the dissenting opinion of Board Members Murdock and 
Peterson in Breeding Transfer Co. (1954), 110 N. L. R. B. 64, and Hogue & Knott Super- 
markets (1954), 110 N. L. R. B. 68. 

*% Kirschbaum v. Walling (1942), 316 U. S. 517, 521, 522, 523; Roland Electric Co. v. 
Walling (1946), 325 U. S. 657, 672. 

% Roland Electric Co. v. Walling (1946), 325 U. 

* United States Senate Report 884 on S. 2475, 75th Con: 


S. 657, 672. 
r 


-» Ist sess., July 8, 1937, p. 5. 
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When the Senate bill was amended by the House, various Congressmen spon- 
sored amendments to protect the corner grocery store man or the filling station 
man or to prevent coverage of these establishments simply because the little 
country merehant orders his groceries from another State.” 

It should be noted that the 1938 Conference bill, however, rewrote the exemp- 
tion in order to insure primarily that small retail establishments near State lines 
and making some occasional interstate sales were exempt.” 

The intent underlying the 1949 amendments was to continue the retail exemp- 
tion for small retail businesses. The House Committee on Education and Labor 
reported a bill (H. R. 5856) in 1949, which would have extended the minimum 
wage and maximum hour provisions of the law to any enterprise affecting 
commerce and limited the retail exemption of section 13 (a) (2) to any retail 
establishment whose annual volume of sales was $500,000 or less.” Congress- 
man Lucas of Texas, in sponsoring a substitute which was the base of the present 
exemption stated : 

“The amendment has the effect of confirming the exemption for the various 
local neighbodhood businesses whom it was the original purpose of the existing 
law to be exempt.” *” Congressman McConnell of Pennsylvania, objected to the 
committee bill—because— 

“You will find many small businesses, normally recognized as retail and service 
establishments are covered—this means that many small retail and service 
establishments can be brought under this act.” ™ 

Congressman Harris of Arkansas noted that the House Labor Committee pro- 
vision affected the small retail business adversely and that the Lucas amendment 
was intended to protect small business.” 

Senator Holland of Florida proposed the Lucas amendment to the Senate 
bill because— 

“Most of the small business people of the Nation are terribly apprehensive 
about the present situation which obtains * * *.”™ 

He noted the difficulty of the Administrator to exempt “the operators of little 
stores in country towns, the stores, garages, and filing stations which serve 
farmers,” “ and he cited the support of small business for his amendment.” 
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THE $500,000 SALES CRITERION 


The bills, S. 1135 and S. 1159, carry forward the historical concern of Congress 
to exempt small retail enterprises and set an administratively clear line as to 
those large retail establishments which may be considered to come under the 
commerce clause because they are businesses which affect commerce. In this 
connection, during the debate on an amendment to the Fair Labor Standards 
Act of 1938 which would have accomplished the same objective as these bills, 
Senator Pepper of Florida emphasized that it would be impossible to cover retail 
firms with annual sales over $500,000 unless language relative to retail establish- 
ments affecting commerce was inserted in the amendment.” 

The standard of $500,000 is so clear as to enable every employer in the retail 
industry to ascertain readily in advance whether or not his retail enterprise is 
covered by the act or is exempt. In this way, such employer would not be sub- 
ject to any penalties because of uncertainty or unclear language in the statute. 
Furthermore, this standard would enable the continuation of the exemption for 
small retail businesses whose business activities do not have a substantial 
impact on interstate commerce, in accordance with the intent of Congress ever 
since the law was enacted in 1938. 

With respect to justifications for the yardstick of more than $500,000 worth of 
retail sales a year—$500,000 has been the figure which has been customarily 
accepted over the past decade as distinguishing a small retail business from a 
large retail business. 


2783 Congressional Record, 75th Cong., 3d sess., pt. 6, May 24, 1938, pp. 7393, 7436, 
7438. 

# 83 Congressional Record, 75th Cong., 3d sess., pt. 7, pp. 7281, 7282, 7436-7438. 

2° House of Representatives, 8ist Cong., Ist sess., Rept. No. 1453 on H. R. 5856, Oct. 
17, 1949, pp. 24, 25. 

*®95 Congressional Record, 81st Cong., 1st sess., pt. 8, Aug. 8, 1949, pp. 11003, 11004. 

#1 Ibid., pp. 10499, 11000; ibid., Aug. 10, 1949, pp. 11198, 11199, 11200. 

#95 Congressional Record, S8ist Cong., Ist sess., pt. 8, Aug. 10, 1944, p. 11207. 

%95 Congressional Record, 8ist Cong., Ist sess., pt. 9, Aug. 1949, p. 12498. 

“95 Congressional Record, 81st Cong., 1st sess., pt. 9, August 1949, p. 12498. 

3% Thid., p. 12508, 
*92 Congressional Record, T9th Cong., 2d sess., pt. 3, Mar. 29, 1946, p. 2819. 
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Thus, for example, the Senate Committee on Education and Labor ™ in report- 
ing an amendment on the Fair Labor Standards Act of 1946, proposed an ex- 
emption for a retail employer with not over four retail establishments and with 
a total annual volume of sales of not over $500,000 a year. 

The House Committee on Education and Labor, in reporting on H. R. 3190 of 
the 8ist Congress, 1st session * recommended section 18 (a) (2) of the act 
(retail or service establishment exemption) be amended to read as follows: 

“Any employee of a retail or service establishment whose employer had a total 
volume of sales or servicing of not more than $500,000 during the preceding 
calendar year.” 

Former President Harry S. Truman on December 12, 1947, sent a memoran- 
dum™ to the heads of executive agencies setting standards to be used in deter- 
mining what constituted small business for the purpose of authorizing business 
representation on various Government committees. The standard for retail 
trade was set at net annual sales or receipts under $100,000. 

Former Secretary of Labor Lewis B. Schwellenbach on March 1, 1949, recom- 
mended that the retail and service exemption contained in section 13 (a) (2) 
of FLSA should be limited to firms doing an annual business of $500,000 or less.” 

In Senate hearings“ held in connection with small business participation in 
Government procurement activities, H. B. McCoy, director of the Office of Indus- 
try and Commerce of the Department of Commerce on June 15, 1950, set a 
small business standard in the retail field at annual sales of less than $500,000. 

In the final report of the Select Committee on Small Business, House of Repre- 
sentatives, 82d Congress, 2d session, House Report 2513, December 31, 1952, 
entitled “Review of Small Business, 82d Congress,” several references are cited 
in which small business standards are discussed. 

On page 1, the committee used a standard of annual sales in the retail field 
amounting to more than $100,000 to distinguish large from small business. 

Page 3 quotes Senate bill S. 1913, 78th Congress, to the effect that a small 
business in the retail trade is one whose net sales or receipts for a calendar 
year are not over $250,000. S. 1918 was entitled “A Bill to Establish a Small 
Defense Plant Administration.” 

Page 3 also quotes the Bureau of the Census as setting a dividing line of 
$50,000 in annual sales between small and large business in the retail trade. 
The Temporary National Economic Committee also set $50,000 in annual income 
as a standard. 

Public Law 163, 88d Congress, 1st session, chapter 282, (H. R. 5141), title IT, 
“The Small Business Act of 1953,” (approved July 30, 1953), in section 203, sets 
forth the criteria for determining a small business concern and includes among 
the criteria dollar annual volume of business. 

In an administrative memorandum issued under the act covering the period 
from January 19, to June 10, 1954, the Small Business Administration set up the 
following standards as to eligibility for loans to small businesses: $300,000 for 
retailing concerns except $500,000 for farm equipment dealers, lumber yards and 
building materials and $1 million for motor-vehicle distributors and department 
stores. 

Since June 10, 1954, the SBA standard has been set at $1 million for retail 
firms, except $2 million for department, variety, grocery stores with fresh meat 
markets, and motor vehicle distributors. 

It should be noticed that the above criteria to distinguish small retail busi- 
nesses from large ones are based solely upon the annual volume of sales. Sales 
are the customary and accepted standard for measuring the size of retail busi- 
ness. Sales are the best criterion of the impact. of retail business on commerce. 
Nowhere is there any other standard such as number of employees. This is 
particularly true with respect to legislation in the minimum wage field, includ- 
ing State legislation. The standard of number of empioyees has no direct 
bearing on the impact on interstate commerce. 


“See Senate Committee on Education and Labor, U. S. Senate, 79th Cong., 2d sess., 
S. Rept. No. 1012, Mar. 14, 1946, on S. 1349; Amendments to the Fair Labor Standards 
Act of 1938; and Congressional Record, T9th Cong., 2d sess., vol. 92, pt. 5, Mar. 29, 1946, 
p. 2819, Apr. 5, 1946, pp. 3162, 3163, 3166. 

* H. Rept. No. 267, Mar. 16, 1949, p. 9. 

* House Select Committee on Lobbying Activities, H. Rept. 3232, on H. R. 298, 81st 
Cong., 2d sess., Dec. 26, 1950, p. 10. 

© Hearings before House Committee on Education and Labor on H. R. 2033, 81st Cong.. 
Ist sess., Mar. 1, 1949. vol. 1, pp. 26, 27. 

" Hearings before the Select Committee on Small Business, United States Senate, 81st 
Cong., 2d sess. Small Business and Procurement, Department of Commerce hearing, June 
15. 1950, p. 15. 
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The addition of any standard such as a fixed number of employees, e. g., 
100, to a standard based upon the annual volume of sales, would not only com- 
plicate the administration of the law, but would in effect be meaningless. For 
example, a standard of over 20 employees for coverage purposes would have 
resulted in about 55 percent coverage of all the employees in retail trade in 
September 1953, and a standard of over $300,000 in annual sales would haye 
resulted in coverage for about 58 percent. A standard of over 100 employees 
would have resulted in coverage for about 39 percent of all retail employees 
and a standard of over $1 million in annual sales would have resulted in coy- 
erage of about 44 percent of all retail employees in September 1953.” This 
comparison shows that $1 million of sales produces about the coverage of 100 
employees. The latter standard is unnecessary. It should be noted that these 
estimates apply to all retail employees who might be covered by any of these 
standards. The figures for the group who would actually benefit by an increase 
in their hourly rate of pay would be substantially less. 

In 1954, 0.2 percent of all retail stores had 100 or more employees, which ac- 
counted for 11.3 percent of all retail sales and 19.4 percent of employment in the 
retail industry. This standard of 100 employees would, therefore, reduce tre- 
mendously the area of possible coverage below that of the pending bills. The 
$500,000 standard would be equivalent to about a 20 employee standard be- 
cause roughly 3.9 percent of all stores in 1954 had 20 or more employees, which 
accounted for 38 percent of all retail sales and 46.3 percent of all retail em- 
ployment, which are about the same percentages shown by the $500,000 standard 
for 1954,“ which were respectively 3.6 percent of all retail stores, 42.9 percent 
of all retail sales, and 43 percent of all retail employment. 


IV. THE NATURE OF LARGE SCALE 





RETAILING 


Large retailers today constitute a multibillion dollar business which operate 
thousands of stores with several million employees. 

All retail sales constitute 42.9 percent “ of our gross national product, and 
retail sales of stores doing over an annual volume of $500,000 are estimated at 
18.4 percent of our gross national product.” 

Although the large retail firms for which the bills 8. 1135 and S. 1159 seek 
to cover represent only 3.6 percent of the total number of retail concerns, it 
is most significant that they account for 42.9 percent of all retail sales in 1954 
and 43 percent of all retail store employment. 

The economic characteristics of large chain and department store operations 
is such that they have a tremendous impact on interstate commerce. While 
their sales across State lines may be only a small percentage of their total sales, 
the effects of central management and financing, advertising and personnel man- 
agement, purchasing, transporting and warehousing of goods across State lines, 
and the like are not local in nature and effect. These particular characteristics 
to a great extent determine the local market prices of commodities purchased 
and shipped across State lines. It is this impact of these economic characteristics 
which furnishes the constitutional and rational basis for regulation of minimum 
wages and working conditions in large-scale retailing. 

The size and growth of the supermarket industry provides an illuminating 
example. In 1932 supermarket merchandising estimates there were about 300 
supermarkets in the United States, almost all of them on the West Coast. That 
year these stores were doing an annual volume of between $100 and $150 million 
worth of business. 


42 Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee on 
Labor of the Committee on Labor and Public Welfare, 84th Cong., 1st sess., on 8S. 18 
et al., p. 1801. The table did not contain figures to show coverage estimates based upon 
$500,000 of sales. Thirty-nine percent is incorrect because the 1948 and 1954 census 
percentages were 17.6 percent and 19.4 percent respectively. All estimates in this source 
are incorrect for the same reason. 

#U. S. Department of Commerce, Bureau of the Census, Bull. R-2-2 2, op. cit., p. 2-2. 

“U.S. Department of Commerce, Bureau of the Census, Bulletin R—2 1954, Census of 
Business, Retail Trade Sales Size, p. 2-2. U.S. Department of Pimaumade. Office of Busi- 
ness Economics, Survey of Current Business, February 1957, p. 7. $412.4 billion was the 
gross national product and $150.6 billion was the retail sales. The sales of stores doing 
over $500,000 was $64.6 billion. 


4 Thid. 
Totes Fecal Cmpreyment. .—— 5. ee eae oe ie ot ee ee 
(Stores over $500,000 sales) _..___-__________-~ ee oS ee re 
Total number of retail stores operated throughout 19? 54_ a a at ee 


Total number of retail stores with sales over $500,000_. 7, 982 
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By 1940 there were 6,175 supermarkets doing an annual business of $2 billion. 
Despite wartime restrictions and postwar shortages, growth during the 1940's 
was prodigious. By 1950, supermarkets increased to 14,217 and annual volume 
multiplied more than 5 times—to $10, and one-fourth billion. 

In the 5-year period from 1950 to 1955, the number of supermarkets increased 
by 50 percent and volume doubled again. The 1955 figures showed a total of 
20,537 supermarkets doing an annual business of $20 and one-third billion. 
That total represents five-ninths of the Nation’s $37 billion outlay for groceries— 
55.1 percent to be exact. 

Average sales per supermarket have shown equally impressive increases, 
rising to almost $1 million in 1955. The volume increases are staggering. 
Average annual volume per supermarket in 1940 was $324,000; in 1945, $470,000; 
in 1950, $721,000; in 1955, $992,000. 

In five States—California, New Jersey, Florida, Michigan and Nevada—over 
70 percent of the food sold passes through supermarket check stands and about 
80 percent in two States—New Jersey and Florida.“ 

Gains in the annual-average-sales-per-unit of 4 prominent grocery chains 
during the 10-year period 1945-55, according to Standard & Poor’s Corp. Records, 
were outstanding. The 4 firms show an average rise per unit of $558,636, or 
341 percent, with unit-sales per chain doubling, tripling and quadrupling.” 

During 1954, 34 chain grocery corporations, reporting to the Securities & 
Exchange Commission, according to Fairchild’s 1956 Financial Manual, racked 
up total sales of $12.7 billion. Average volume for the year amounted to $374.1 
millions. Only 3 of these firms did an annual business of less than $25 
million and just 2 fell under the $10 million volume level.* 

The top three chain grocery organizations were in the “billion-dollar club”. 
First was the Great A. & P. Tea Co., doing an annual volume of $4.3 billion; 
Safeway Stores, Inc., runner-up with $1.9 billion, and unthreatened, in third 
place was the Kroger Co., doing a $1.2 billion business.” 

The chain grocery companies have subsidiaries which operate bakeries, cheese 
processing plants, milk plants, creameries, general factories, coffee roasting 
plants and even an insurance company. The American Coffee Corp., owned by 
A. & P. is the world’s largest coffee purchaser. A. & P.’s subsidiary, the Atlantic 
Commission Co., is the world’s largest purchaser of fresh fruits and vegetables. 

Over the past 2 years, 1954-1956, Standard & Poor’s reports 5 major grocery 
chain companies increased their holdings through the purchase of 13 local or 
regional chain operations involving a total of 392 individual stores. 

Comparable in size to the chain grocery leaders are the Goliaths of the chain 
department store and mail order field—Sears Roebuck & Co. and Montgomery 
Ward & Co. Early in 1956, Theodore V. Houser, then president of Sears’, an- 
nounced that for the first time sales volume in 1955 exceeded the $3 billion 
mark and also, for the first time, net worth crossed the $1 billion line. Sales for 
1956, he predicted, would surpass those of 1986, and 1957 sales would be still 
better. His prediction for 1956 came true. “The company’s sales were 7.4 per- 
cent above 1955. And January 1957 sales were 8.3 percent over January 1956. 

The chain operates 700 units in 48 States and the District of Columbia. 1955 
net profits totalled $158.7 million. 

In connection with Sears’, it was reported in January of 1956 that the firm 
planned to establish a $1 an hour minimum in its retail stores. At the time 
Secretary of Labor James P. Mitchell commented that the reported decision 
was commendable. Sears’, however, declined to comment and we were unable 
to verify how far the purported plan has been put into effect. 

Montgomery Ward’s net profits for 1955 totalled $35.4 million, an increase 
of 1.6 percent. Sales increased by 9.3 percent to $970 million while net worth 
totalled $643.7 million. Ward’s operates 566 units in 46 States. Its sales for 
the 12 months ending January 1957, increased 8.7 percent over the previous 12 
months’ period. 

Forty department store companies in 1955 had total sales of $6.2 billion or 
an average volume of $155 million. Only 5 of these companies, or about one- 
twelfth, reported annual sales of less than $25 million, none had a volume 
below $10 million. Of this group, leaders in total sales were J. C. Penney Co. 


6 Supermarket Merchandising, February 1956, p. 39. 

* Standard & Poor’s Corporation Records, 1956. 

* Fairchild Publications, Inc. (New York), Fairchilds Financial Manual, Food Indus- 
tries, 1956, pp. 72-76. Computations made by our organization. 

 Ibid., pp. 68, 69, 73. 
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with $1.2 billion, Allied Stores Corp. with $582 million and Federated Depart- 
ment Stores with $538 million.” 

During 1955, 11 major variety store chain organizations recorded a total 
volume of $2.1 billion; or an average of $199 million. Only 6 of the firms 
reported annual dollar sales less than $25 million and only 1 reported less 
than $5 million. Of the 11 companies, those taking first, second, and third 
honors in dollar sales were F. W. Woolworth Co. with $768 million; 8. S. Kresge 
Co., with $355 million, and W. T. Grant Co., with $352 million.” 

During the 10-year period 1945-55, seven giant variety chains increased aver- 
age store sales by $151,123—nearly 50 percent.” 

During the same period 1945-55, seven large and well-known multistate chain 
variety firms expanded their operations by opening a combined total of 228 new 
retail units.” 

During 1955, 31 specialty store corporations, reporting to SEC, did a total 
business of $1,025 million; or an average volume of $33 million. Moreover, no 
firm did less than $5 million worth of business and only five reported doing 
less than a $10 million volume.“ 

The three topmost volume pacers were Lerner Stores Corp., with $161 million, 
Grayson-Robinson Stores, Inc., with $94 million and Lane Bryant, Inc., with $64.6 
million.” 

Five popular and prosperous chain specialty companies added an aggregate 
total of 303 new individual outlets between 1945 and 1955.” 

The foregoing is not exhaustive but merely illustrates the increasing size and 
type of operations in the retail field. These stores and others of like character 
have more than a significant impact on interstate commerce. They operate 
through an interstate network of numerous officials, and local management exists 
only for the purpose of carrying out the basic policies formulated in the central 
office of the particular company involved. 

These tremendous chain and independent enterprises bear as much relationship 
to the corner retail store as the present high-powered motor car resembles the 
horse and buggy. In no realistic sense can any of the large retail establishments 
be regarded as anything but the expression and extension of tremendous cor- 
porate power exerted across State lines and in many instances, nationally. 

May we point out that Congress should not be misled by the barrage of protests 
from small retail concerns which descended on it in 1938, 1946, 1949, 1955, and 
1956, when similar legislation was under consideration. Typical is the statement 
of Thomas A. Hodgson, chairman of the Minnesota wage and hour exemption 
committee, Minnesota Retail Federation, Inc., representing more than 60,000 
retail stores, and other retail and service establishments of that State to a sub- 
committee of the Senate Committee on Labor and Public Welfare in 1955— 

“Bills introduced in both Houses indicate a studied attempt to force local busi- 
nesses under Federal regulation and direction. Surely, the Congress ought not to 
force Federal regulations into the affairs of small main street stores * * *,”™ 

Similarly, the statement of the Northeastern Retail Lumbermen’s Association, 
representing the retail lumber dealers of New York and New England— 

“The enactment of such a law would further tend to eliminate the small-busi- 
ness man, particularly the retail dealer, and turn the business over to large cor- 
porations which have the capital and organization to carry the burden ineident 
to the administration of a business under compulsory coverage.’ ™ And the 
statement of Russell R. Mueller, managing director, National Ketail Hardware 
Association— 

“In 1955, the average sales volume for the retail hardware stores throughout 
the United States was $96,500. * * * The extension of coverage under the Fair 


* Women’s Wear Daily, May 31, 1956, pp. 1 and 56; Fairchild Publications, Inc. (New 
York), Fairchild’s News Service, 1956. 

* Women's Wear Daily, Apr. 6, 1956, pp. 1 and 6; Fairchild’s Financial Manual, Textile 
Apparel and Related Fields, 1955, p. 54. 

*= Standard & Poor’s Corp. Records, 1956. 

** Thid. 

** Fairchild’s Financial Manual, Textile—op. cit.. pp. 41—43. 

5 [bid., 1, pp. 56, 38, 39. 

* Standard & Poor’s Corp. Records, 1956. 

57 Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee on 
Labor of the Committee on Labor and Public Welfare, U. S. Senate, 84th Cong., Ist. sess., 
on 8S. 18 et al., May 6, 1955, p. 1304. 

™ Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee 
on Labor of the Committee on Labor and Public Welfare, U. S. Senate. 84th Cong... 2d sess., 
on S. 662 et al., May 9, 1956, p. 636. 
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Labor Standards Act would have serious adverse effects upon the retail hardware 
industry. * * *”™ 

None of these small businesses would be covered by the bills we support. 

Small retailers often pay higher wages per hour than larger establishments. 
It is the experience of our organization that when a small retailer needs addi- 
tional help, he cannot depend on a minor clerk. He has to hire an all-around 
man or combination salesman, assistant and stand-in when the owner is not in 
the store. Such an employee has to be paid a wage in keeping with his capabili- 
ties, a Wage which generally is as high or higher than that paid by larger re- 
tailers in the same locality. His services go far beyond those of a mere order 
taker, checker, or package wrapper in a large retail establishment. Work in 
the large stores is broken down into narrow job specifications, which eall for 
less experience and training. It would appear, that a substantial number of 
those earning less than a decent minimum are in these larger establishments. 

This startling fact is not only our experience, but is illustrated by several 
recent surveys. In Arizona for February 1954, the greatest concentration of low 
wage rate women employees in the retail industry was, as a rule, not found among 
the smallest stores employing less than 6 employees.” Another survey for New 
Jersey in 1954, shows even more startling results." Here the proportion of men 
in retail stores with 50 or more employees receiving less than $1 per hour was 
almost the same as that for stores with 25 to 50 employees and those with under 
5 employees. The proportion of women under $1 an hour in retail stores with 
50 or more workers was greater by far than these other 2 groups. In fact, the 
stores with less than 5 employees showed smaller proportions of women under 
$1 an hour than any of the larger size groups of retail stores in New Jersey. 
Since almost 40 percent of all retail employees in New Jersey in 1954 were 
women, and a greater proportion of women were in the large stores, the latter 
figure and comparison becomes even more significant. 


V. FEDERAL VERSUS STATE LEGISLATION 


It is obvious that the Federal Government is responsible under the Constitu- 
tion for the protection of the standard of living of employees of retail employers 
whose business activities substantially affect interstate commerce. It is in- 
teresting to note, therefore, the claim that State laws should assume responsibility 
for such protection. 

Such laws do not eliminate the responsibility of the Federal Government to 
act. Uniform minimum wages in the large scale retail industry is necessary not 
only to provide a floor for wages of such employees but to provide equalization 
of competitive opportunities in the industry. Any system of minimum wages 
and maximum hours as shown by the present hodgepodge of State laws” and 
orders only tends to place a greater burden on commerce than would otherwise 
exist if large type retailers are covered by the FLSA. A majority of the States 
(26) have no protection at all for retail establishment employees. 14 others 
and the District of Columbia apply their laws only to women, or women and 
minors. Two other States (New Mexico and Minnesota), lack enforcement possi- 
bilities because of recent court action. 

Of the six States which now provide coverage for all retail employes (New 
York, Massachusetts, Connecticut, Rhode Island, Wyoming, and Idaho), the 
variation in the minimum applicable to retail employees is 68 cents in Massa- 
chusetts, 75 cents in Connecticut, to $1 in New York.“ Here we can see the effect 
of leaving minimum wage regulation of large retailers to the States. An A. & P. 
employee in New York City gets a minimum of $1 an hour, but in the neighboring 
States of Connecticut and Massachusetts, an employee of the same company 
doing the same work can get as low as 75 cents and 68 cents, respectively. Such 
a situation tends to hinder and obstruct commerce between the States. 





® Ibid., May 14, 1956, pp. 291, 292. 

© Staff report to the Subcommittee on Labor of the Committee on Labor and Public 
Welfare, 84th Cong., 2d sess., on Retail Establishmeats and the Fair Labor Standards Act 
(1956), pp. 82-82. 

®Thid., pp. 91, 95. 

®See exhibit I. 

"New York’s minimum is $1 for most areas and 90 cents for areas with a population 
under 10,000. The minimum rate in Massachusetts is $30 per week. The workweek 
can vary 56-44 hours, hence 68 cents per hour. On the basis of a 40-hour week in New 
York and Massachusetts such employee would get respectively $40 and $30. 
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In the last 10 years, not a single wage order has been issued in several States 
with minimum wage laws. Only 9 States have rates of 75 cents or more. The 
average weighted rate in the 22 States is 68 cents an hour.“ The more important 
industrial States, such as Michigan, Indiana, Ohio, Pennsylvania do not have any 
effective minimum wage law benefiting retail employees. 

In March 1956, 1,568,000 retail trade employees were subject to State minimum 
wage laws. Less than 20 percent of all retail employees thus received any protec. 
tion whatsoever. 591,000, or over one-third of the total of 1,568,000 retail em. 
ployees covered by State minimum wage legislation were in New York State 
in March 1956. Furthermore, 3 States covered about one-half of all retail em- 
ployees covered by the 23 laws. New York did not apply the $1 minimum to 
all wage areas of the State; in fact a substantial part of the employees in retaj] 
trade were covered by a minimum of 90 cents an hour. On the other hand, Massga- 
chusetts, which covered about 208,000 retail employees of the 1,568,000, had a mip. 
imum wage rate of 68 to 8344 cents an hour for all areas in the State. Con- 
necticut with coverage for about 92,000 retail employees provides a minimum of 
75 cents per hour for all areas of the State. Actually, therefore, there is no 
State minimum wage law which provides a minimum of $1 an hour to cover 
all retail employees within the State.“ 

There is no legitimate justification for a variation in the minimum wage by 
areas on a geographical basis, since there is only a slight variation in the esti- 
mated annual cost of the city worker’s budget. The range of the lowest in 
March 1955, was less than 10 percent of the median cost of such budget and the 
highest was only about 5 percent above such median cost.” There is no relation 
of such costs to geographical regions or to the size of the city or town. Smaller 
towns and cities may have as high or higher living costs than larger ones and 
variations among cities of the same size are often greater than those between 
large and small cities and towns.” Despite this, minimum wage rates in March 
1956, varied from 16 cents an hour in Arkansas to $1 in New York. 

The argument of the opponents of S. 1135 and S. 1159 that fair labor stand- 
ards legislation for the retail industry should be left to the States is really an 
effort on their part to see that large scale retail operations escape entirely from 
regulation because most of the States do not and will not cover these large retail 
employers, because the coverage under the State law does not cover all their 
employees, and because State laws on the whole provide standards which are 
far below a decent minimum living standard under present conditions. 

They want to continue this situation in order that large mercantile estab- 
lishments and national systems of chain stores can still be immune and have 
an unfair competitive advantage over the small retailer under the present 
coverage of State minimum wage and maximum hour laws. 

The intent of the act is to eliminate the unfair competition of sweat-shop 
employers and to enable fair-minded employers to make a profit. Such would not 
be the case if the situation is left to the States. The history of State minimum 
wage legislation is altogether clear in this respect. 


VI. INCREASED PURCHASING POWER 


In 1954, wages paid to employees of retail stores with an annual volume of 
sales over $500,000, were $7,246,038,000 ; or 4.5 percent of the total wages paid in 
all private industry.® 

The Department of Labor has shown that 25 percent of employees of multi- 
state retail establishments earned less than $1 in April, 1955. In New York 


® Staff Report, op. cit., p. 180. 

® Tbid., op. cit., pp. 176-178. 

* Staff Report, op. cit., p. 131. 

% Staff Report, op. cit., pp. 181-132. See also Report of the Senate Committee on Edu- 
cation and Labor on S. 1349, 79th Cong., 2d sess., S. Rept. No. 1012, pt. 2 March 5, 1946, 
pp. 20-22. This latter report said (p. 20): ‘From the testimony presented it may be con- 
cluded that the cost of living does not vary greatly from one geographical area to another 
althouch there are somes light variations. Studies made by the Bureau of Labor Statistics 
show that the difference in the cost of living between a city of 100,000 or more and one of 
2.500 persons might be at the most 15 percent and probably not more than 10 percent. 
It is quite obvious from the examination of the data and the testimony that the principal 
difference between urban areas and rural areas or between geographical areas is primarily 
one of living standards and not of living costs.” 

*U. S. Department of Commerce. Bureau of Census, Bull. R—2—2-2. op. cit., pp. 2-2; 
Survey of Current Business, July 1956, p. 11. For all private industry—total wages— 
1954, $161.2 billion. 

* Staff report, op. cit., p. 9. 
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for September 1955, 16.9 percent of retail workers received less than $1 an 
pour.” In Ohio, in March, 1955, 45 percent of all employees in retailing earned 
less than $1 per hour.” In April, 1954, 40 percent of all women and male minors 
jn retailing in Illinois earned less than $1 an hour.” It follows that figures 
pased for all retailing employees in Illinois would be considerably lower than 40 
percent because ratios of adult males getting $1 or more are much higher than 
for women and male minors. 

In Arizona for February 1954, 58.1 percent of all women employed in retail 
trade earned less than $1 an hour.™ In New Jersey, for 1954, about 9.4 percent 
of the men employed and 35.7 percent of the women employed in retail trade 
earned less than $1 per hour.” 

The surveys in all 6 States from 1951 through 1955 for retail trade show 
that about 50 percent of all women in retail trade earned less than $1 an hour.” 
Since women constituted 37 percent of the labor force in retailing ™ and the 
proportion of men in the 6 surveys getting under $1 was about one-third of the 
proportion of women under $1 an hour, in 3 surveys,” the proportion of all 
retail employees receiving less than $1 an hour in 1955 was about 30 percent. 
This estimate for all retail employees compares with 25 percent of all employees 
of multi-State establishments estimated for 1955. 

Yet, studies of minimum standards of living necessary to sustain a single 
woman without dependents and wage rates per hour in retailing show that in 
April 1955, between one-third and one-half of all employees in retailing earned 
less than such a minimum standard. The median hourly rate for an employee who 
works 40 hours a week for 40 weeks necessary to provide her with a minimum 
standard of living in April 1955, was $1.14 an hour, or $2,300 a year as shown 
by the median figure of 13 budget studies undertaken by the various States.™ 
These figures show beyond any doubt the degree to which hourly wage rates 
fall below the lowest possible standard, as reflected by the needs of a single 
woman without dependents, which takes into consideration standards in large 
cities and small towns. 

It is clear, therefore, that there are hundreds of thousands of employes in 
large scale retailing today who receive substandard hourly wages. These sub- 
standard wages depress purchasing power locally and nationally. Raising the 
minimum level of wages in the large retailing operations would have a beneficial 
effect on retail purchasing power. The additional wages paid by one retail store 
would be spent not only in that store but in other retail stores. At the dollar-an- 
hour level, such money would be spent almost as rapidly as earned for food, 
clothing and other immediate necessities. 

It is believed that about 2,185,000 retail employes would be newly covered 
if S. 1135 or S. 1159 should become law.” Of these about 650,000 would benefit 
by an increase of their hourly rate of pay to $1 an hour.” 


VII. THE EFFECT OF THE BILLS ON PRICES AND THE RETAIL INDUSTRY 


The extension of coverage to employees of large retailers as proposed by 
§. 1135 and S. 1159 would not result in any inflation. Secretary of Commerce 
Weeks in a press conference on February 7, 1957, when asked to what extent 
the act would be extended without being inflationary, said: ““Not in and of itself.” 
That has to be looked at “by itself.” Certainly when Secretary Weeks in this 
same press conference expressed his concern about the present inflationary 
tendency coupled with the concern of the White House about the problem and 


® State of New York, Department of Labor, Division of Research and Statistics, Publica- 
tion No. B—86, p. 41. 

"Staff report. op. cit.. p. 105. 

? Ibid... p. 86. 

% Staff Report, op. cit., p. 81. 

“Thid., p. 93. 

® Tbid., p. 9. 

* Thid., p. 5. 

7 Thid., pp. 93. 104, State of New York, op. cit., p. 41; Ohio—men 21.3 percent under 
$1, women 56.4 percent under $1; New Jersey—men 9.4 percent under $1, women 35.7 
percent under $1: New York—all employees 16.9 percent under $1, women 31.6 percent 
under 81. 

% The actual average hours worked per week in retailing were about 37 and the average 
number of weeks worked was 42 per year in 1954. Staff Report, op. cit.. p. 11. 

See p. 24, supra. The reetail store census for 1954 shows about 2,285,000 employees 
in stores with over $500,000 in annual sales. About 200,000 are already covered by the 
act: therefore, 2,185,000 would be newly covered. 

© By application of the 30-percent estimate to 2,185,000 employees. 

Bureau of National Affairs, Ine., Daily Labor Report, No, 27, February 7, 1957, p. A-3. 
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the recommendation of Secretary of Labor Mitchell for extension of coverage to 
large retailers would tend to show that these bills would not have an inflationary 
impact. It would be absurd to think that the present administration would 
recommend new extension of coverage to large retailers without considering the 
noninflationary aspects of such proposal, particularly when the administration 
has made concurrent recommendations to curb inflation. 

Furthermore, it is a matter of record and history that the hue and ery of 
infiation was raised in 1938 when the Fair Labor Standards Act was passed, and 
in 1949 when the minimum was raised to 75 cents an hour. This bugaboo of 
inflation is a false one which has no factual foundation. Studies by the Depart- 
ment of Labor and congressional committees show that the increases involved 
greater proportions of employees and a greater proportion of then existing pay- 
rolis than proposed by S. 1135 and 8S. 1159, but there was no evidence of any 
inflationary results caused by these increases in minimum wages. 

In 1946, the Senate Committee on Education and Labor reported: “The indus- 
tries primarily affected by the proposed increase in the minimum wage are those 
that were affected by the 1938 Act. An examination of the effects of the National 
Recovery Administration and of the 1938 Fair Labor Standards Act on these 
industries clearly establishes that, contrary to the dire predictions of business- 
men and business organizations, there was only a very small addition to the 
total wage bill of industry. The National Recovery Administration and the act 
did not detrimentally affect profits. production and prices.” ” 

In 1949 Congress raised the minimum from 40 to 75 cents an hour for all 
employees then covered. The Department of Labor in 1954 made a special study 
of five typical low wage industries particularly affected by the 1949 amendments, 
It found: “The experiences of the establishments studied represent cases of 
major unfavorable adjustments and are believed not to be typical of subject 
industries generally. Other firms and industries, unless their problems were not 
disclosed to the divisions, were either not so substantially affected or else could 
more easily adapt to the effects of the new minimum. Even with as selected 
a group of firms, as those surveyed, however, the adverse consequences of the 
75-cent requirement were on the whole not very substantial.” * * * 

In addition to labor cost ratios to sales, there are four primary factors in 
profits and profit margins in the retail store industry; these are the movement 
of margins, their adaptability to changing circumstances, productivity and the 
impact on the demand for retail products. The labor cost ratio in 1954 of stores 
with over $500,000 in annual sales was 11.2 percent.“ A number of branches of 
retailing have had an increasing long-run trend in the relative cost of distribu- 
tion and in other branches margins have shown a tendency to decline.“ Buta 
declining margin does not mean a decline in the ability of an industry to pay 
higher wages. Thus, in the food distribution industry, mass production and sales 
methods, e. g., getting away from a one-price pattern have resulted in a good 
profit ratio despite a declining profit margin.” 

Between 1941 and 1949 payrolls as a percent of sales of limited price variety 
stores increased, while the profit margin on the same basis remained stable.” 
It must be remembered that these payroll figures represent all types of increases, 
and not merely an increase in the minimum wage. 

Changes in productivity of retail employees are measured by dollar sales per 
employee with the effect of price level changes eliminated. Data seem to show 
that wages can increase to a much greater extent than the increase in productivity 
and yet retailers have made more profits than ever. 

An increase in the minimum wage for employees of large retailers cannot but 
provide a great potential for increases in productivity in retailing. Fortune 
magazine made 2 surveys, 1 in 1949 and 1 in 1952 in 5 eastern industrial States. 
The surveys show that the retail stores most conspicuously ahead in competition 
were those that “had the most enlightened pay and training policies.” Con- 
versely when wages are low, retail productivity per employee is low.™ 


52 Senate Report 1012, pt. 2 op. cit., p. 60. U. S. Department of Labor, Wage and Hour 
rea Division, Results of the Minimum Wage Increase of 1950 (August 

954), pp. 7, 15. 

53U. 8. Department of Commerce, Bull. R 2-2, op cit., pp. 2-2, 2-3. 

Staff report, on. cit., p. 139. The retail margin is on the difference between total 
sales and the cost of goods sold. 

85 Staff report, op. cit., pp. 163-1644. 

8° Staff report, op. cit., pp. 152, 154. 

‘7 Staff report. op. cit., p. 169. 

58 Tbid., p. 165. 
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Retail sales conform closely to variations in consumer purchasing power and 
general business activity. They reflect changes in disposal income (income 
after taxes) of consumers. This is particularly true of retail chainstore sales.” 
It may be said that retail sales are primarily a function of national income.” 

An expert for the Senate Subcommittee on Labor had this to say about the 
noninflationary aspects of a legislative proposal substantially identical to that in 
§. 1135 and 8. 1159: 

“Let us assume that there are no compensatory adjustment at all, in other 
words, let us assume that profits are so low that there are no compensatory 
margins; second, that not even the increase in productivity prevailing during 
the last few years is forthcoming. We assume thirdly, that there is no way of 
increasing productivity ; fourth, that there will not be any developments such 
as the increase in payroll ratios without an increase in the gross margin—as was 
the case for limited-price variety stores. We assume that none of these things 
will happen and we assume furthermore that a $1 minimum wage be applied to 
retail trade as a whole. I do not know anybody in Congress who proposes that 
retailing as a whole be covered, but it is necessary to make the forthcoming 
estimate in the assumptive that retailing as a whole be covered. 

“On the basis of this very hypothetical assumption, the maximum impact of 
a $1 minimum would be an increase of less than one-half of 1 percent of the 
price of retail goods, if the minimum wage for all of retailing is to be set at a 
dollar an hour. 

“This figure meets the argument that a terrible inflation will result from pay- 
ing people wages such that a single woman without dependents can live on a 
minimum standard of living.” ” 

He said it would result in a 3.8 percent direct increase in the wage bill for the 
entire retail industry,” and 1.2 percent in indirect increases, or a total of 5 per- 
a Since in 1954, the wage bill for retailing with sales over $500,000 was 

7,246,038,000," the increase in the wage bill would have been $362,302,000 if 
S. 1135 or S. 1159 had been law in 1954. 

There is no evidence that any significant number of retailing firms would have 
to go out of business because of inability to pay a $1 minimum without substan- 
tially reducing profits. “Quite to the contrary, data presented * * * have shown 
that the largest and strongest firms are among the low-wage firms. The mar- 
ginal firm in terms of profits will not be directly affected by the proposed extension 
of coverage to retail trade.” ™ 

The best indication of the ability to pay of these large retailers is shown by the 
latest figures in their net incomes. 

Insofar as ability to pay is concerned, the National City Bank of New York in 
its Monthly Letter for April 1956 stated that 25 of the largest grocery chain 
companies reported a total net income of over $94.5 million in 1955, or nearly 11 
percent above the 1954 level. 

Moreover, the 54 largest variety chain companies reported total net income of 
over $144 million, a 29-percent gain over 1954. In addition, total net income 
of 49 department and specialty stores in 1955 moved forward better than 16 per- 
cent to $176 million. 

In fact the Nation's 20 biggest retailers had a notably successful year in 1955. 
In its June 9, 1956, issue, Business Week points to a “long list of pluses” 
this “important story for the big retailers.” 

Business Week points out: “Every company among the top 20 scored an 
increase in sales, All but two pulled up their profits. 

“Prosperity and expansion were the keywords for the improved sales picture. 
Thus, a May Department Stores Co. official noted that the average sales slip 
was up last year. And especially in the food field, expansion was the order of 
the day.” 

Growth by acquisition, as was pointed out previously, continued unabated, 
bringing one newcomer to the Ist—-Winn-Dixie Stores of Jacksonville, Fla. New 
purchases and mergers also explained Colonial Stores jump from 20th place in 
1954 to 16th in 1955. 


as telling 





* Thid., pp. 26—27. 
® Hearings on S. 662 et al., op. cit., p. 256. 


“Amending the Fair Labor Standards Act of 1938, hearings on 8. 662, et al., op. cit 
pp. 256-257, wae 


@Tbid., p. 259. 


. 3 nar > ° ‘ + Ji ? ys . ‘ . € 
— S. Department of Commerce Bureau of the Census, Bull. R-2-2, op. cit. pp. 2-2 


“ Staff report, op. cit., p. 171. 
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A glance at the Business Week table given below shows that in most instances «d 
profit gains are substantial when compared with sales increases. 1h 
The 20 biggest retailers: The 1955 score oa 
ol 
[Figures in fiscal year (000 omitted)] ho 
Sales Profits 40 
pec ek ees re alll, siege re} 
Percent Percent 
1955 | change from | 1955 change from we 
1954 | 1954 oV 
— —|— |__| —____ fo 
1. Great A. & P. Tea Co___- ; it 1 $4, 400, 000 | +6.3 | NA NA 
2. Sears, Roebuck... . a 3, 306, 826 | +11. 5 | $158, 767 +12.3 St 
3. Safeway Stores___ ema 1, 932, 243 +6. 5 | 13, 622 —2.6 
4. J. C. Penney- wotcs-es-2--| 1,220,085 +10. 2 46, 140 +5.8 til 
5. Kroger--- oid --| 1,219, 475 +10.0 14, 368 3.7 ak 
6. Montgomery Ward__. . 969, 947 +9.3 35, 441 +.6 CO 
7. F. W. Woolworth_- -| 767, 779 +6. 4 | 34, 156 +26.7 : 
. American Stores. 654, 727 +4.8 | 8, 335 18,8 w 
9. Allied Stores. __ 581, 901 +7.0 13, 972 45.6 st 
10. National Tea. 575, 585 +10. 6 7, 237 +11.0 iy 
11. Federated Department Stores_ 537, 722 +7.4 22, 064 +16, 1 
12. May Department Stores_ _- 494, 366 +11.3 19, 547 +15.0 lie 
13. First National Stores. 491, 668 +6.5 8,071 +1.3 of 
14. Food Fair Stores_-- 2 475, 000 +15. 8 28, 500 +15.3 
15. Winn-Dixie Stores___ 2 415, 000 +15.7 NA |... . 
16. R. H. Macy- 389, 573 +8.5 6, 302 +16. 4 
17. Colonial Stores _ 380, 009 +9. 1 5, 459 +15.9 
18. 5. S. Kresge -- ; | 354, 651 +5.0 13, 883 +12.6 
19. W. T. Grant__- : 351, 849 +10.9 9,710 +10.9 r 
20. Gimbel Bros. __ 325, 025 +12.1 6, 703 +30.6 . 
| 
ee ree See ~The oe : r+ 1 
1 Business Week estimate. 2 Company estimate. NA—not availabk le 
VIII. OVERTIME IN THE RETAIL INDUSTRY d 

Average weekly hours of work in the retailing industry in 1956 were 38.5 b 
hours.” These figures have no meaning without some consideration of part- r 
time work in the industry.” In retailing, part-time employment is considerable. a 
In May—July 1950, the United States Department of Labor made a survey of | 
scheduled working hours of department and women’s ready-to-wear stores in 1 
17 large cities which showed that in virtually all cities except Boston, most or i 
all of the stores had a schedule of 40 hours a week for full-time employees. a 
Almost two-thirds of these stores in Boston reported scheduled hours from 0 
3614 to 39 hours per week. A 5-day week was typical in the industry.” 

A study of hours worked by all retail employees in retail trade in New York : 
for September 1955 shows a median of 40 hours per week, including part-time 
workers. Thirty-eight percent worked more than 40 hours. Stores constituting v 
80 percent of all stores and employing 53 percent of all retail workers had no : 
overtime policy or had no sales clerks of the other 20 percent employing 47 . 
percent of all retail employees, 83 percent paid a premium rate for overtime, ' 
usually at time and a half after 40 hours.” 

In Maine 41.7 percent of all women in retail trade for 1952 worked over 40 
hours, and 31.1 percent of department-store women employees also worked over , 
40 hours.” , 

In Arizona for February 1954, the median workweek for all women in retail : 
trade was 41 hours. About 23 percent worked 40 to 44 hours, and 32 percent 


worked over 44 hours. When the median wages of women in Arizona for Feb- 
ruary 1954 are correlated to their hours of work,’ it can be seen that overtime 
pay (time and one-half for hours in excess of 40) would have a negligible effect 
on the overall wage bill for retail trade in Arizona in February 1954, if all 
retail establishments regardless of size are considered. 


*U. S. Department of Labor, Bureau of Labor Statistics furnished this figure. 
* Staff report, op. cit., p. 51. 

* Ibid., pp. 66, 67. 

* State of New York, op. cit., pp. 11-12. 

® Tbid., p. 77. 

1 Tbid., pp. 83, 84, 85. 

“ Ibid., p. 85. 
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In lilinois, weekly hours of women and male minors in retail trade for April 
1954 averaged 35.9 hours, one-fourth of whom were part-time employees.® 

Median hours of full-time employees in retail stores in New Jersey in 1954 
of men Were 45.6 hours per week, and of women 40 hours per week. Seventy- 
four percent of the men and less than one-third of the women worked over 40 
hours per week.* 

It should be noted that about 28 percent of the retail firms employing over 
40 percent of the employees in New Jersey in 1954 paid time and one-half the 
regular rate for overtime hours.® 

In March 1955, 50.2 percent of the full-time women in retail trade in Ohio 
worked over 40 hours, and 59.2 percent of full-time men in the industry worked 
over 40 hours. About one-sixth of the firms reporting paid time and one-half 
for overtime.’ 

It should be noted that the foregoing figures on overtime work in the various 
State surveys include stores of all sizes and do not show separately the over- 
time worked in stores with annual sales of over $500,000. The few surveys avail- 
able show that there is little or no overtime in the larger stores which would be 
covered by the bills. Furthermore, these figures do not show the relation of 
wages paid for such overtime to the total hours worked wage bill of these 
stores. When wages are correlated with overtime work in the retail industry, 
overtime pay even at time and one-half for hours in excess of 40 would be 
negligible. ‘Therefore, these factors must be considered in estimating the effect 
of overtime payments as proposed by S. 1135 and S. 1159. 


IX. PART-TIME EMPLOYMENT IN RETAILING 


Of the total number of 5,527,174 employees in retail establishments which 
operated throughout 1954, 1,057,121 were employed less than a full workweek.® 
With respect to these establishments which had sales in excess of $500,000 in 
1954, the total number of employees was 2,384,919, and the number who worked 
less than a full workweek was 443,874.’ 

In retailing, part-time employment is a normal phenomenon. As we examine 
detailed State data thereon, the degree of part-time employment in retail trade 
becomes guite pronounced. In New York State for September 1955, of 601,300 
retail workers, 23.5 percent were on a workweek of 35 hours a week or less,” 
and about 10 percent worked 16 hours or less. 

In Maine for 1952, 11.7 percent of all women employees in retail stores worked 
16 hours or less; 25 percent worked 32 hours and less." In Arizona for February 
1954, 10 percent of the women workers in retail trade worked 16 hours or less, 
and about 24 percent worked 32 hours or less.” In Illinois for April 1954 about 
one-fourth of all women and male minor retail employees worked part-time.* 

In New Jersey for July 1954, 1.1 percent of the 5,231 full-time male employees 
worked less than 16 hours, and 4 percent less than 32 hours. Of the 2,764 full- 
time women workers in retail trade, 2.1 percent worked less than 16 hours per 
week and 8 percent worked less than 32 hours, There were 677 men and 892 
women employed part-time by retail firms. They averaged 17.5 hours for men, 
and 19.5 hours for women. Almost 70 percent worked less than 24 hours per 
week.” 

In Ohio for March 1955, women were 67.2 percent of all employees in retail 
trade. Male minors were 5 percent of the total. Almost 80 percent of the male 
minors were employed part-time, mostly in apparel, food, and drug stores.” 
Three-fourths of the retail employees were full-time workers, and one-fourth of 
the employees were employed on a part-time basis. The average was about 17 
hours per part-time workers per week and about two-thirds of all part-time 





®* Staff report, op. cit., p. 90. 

*ITbid., p. 06. 

*Tbid., p. 99. 

* Staff report, op. cit., p. 105. 

TIbid.. p. 106: see also pp. 117-118 for a summary of hours worked in these States. 

SDepartment of Commerce, Bureau of Census, Bulletin R-2-—2, 1954, Census of Business, 
Retail Trade Sales Size, pp. 2-2, 2-8. The figures are for the workweek nearest Novem- 
ber 15, 1954 The total number who worked a full workweek was 4,470,053. 

® Ibid 

” State of New York, op. cit., p. 12. 

"Staff report, op. cit., p. 77. 

12 Tbid., pp. 83, 84. 

% Thid.. p. 90. 

4 Tbid.. p. 96. 

% Staff report, op. cit., p. 103. 
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employees worked less than 24 hours per week. About 75 percent of all men ang Ea] 
women employed part-time in retail trade worked less than 24 hours per week 1. 
It is most significant to note that one-fourth of the working force in the retaj] pur 
industry, nationally, is on a part-time basis. 2 
" 4 8! 
ExuHiIsiT I 3 
State minimum-wage laws and orders applying to retail trade, by State, 0 
February 1957 on 
Year | of | 
present Type of employees subjec 
State Minimum hourly rate ! rate | ' t ease 3 nes mm 
estab- 8 
she 
lished An 
a 1 
States with minimum hourly rates 
of— | to 
85 cents to $1 (for all areas of | | : 
the State): pe 
New Jersey - — $0. 85-$1. 00 1956 | Women and minors ‘ 
New York- camel 90- 1.00 | 1956 All persons. . 
Nevada : : | . 8714) 1955 | Females, 18 years and over, $4 
Rhode Island_- - 90 1956 | All persons. 
50 cents or more and up to 85 } | 
cents for all areas of the State: | to 
Arizona .55 | 1954 Females. | 
California | .75 | 1952 Women and minors ris 
Colorado . 60- 0. 70-$0. 80 1956 Do. 
Connecticut... - -- al -75 | 1951 | All persons. 
to .75 1955 Do. 
Massachusetts _- 4.68- 0.83 | 1954 Do. to 
Minnes ta - .70- 0.75- 0.85 | 1957 Women and minors. 
New Hampshire ; 75 | 1955 All persons, 18 years and over 
New Mexico 5 . | 75 1955 All persons.* E 
North Dakota .58- 0.65 | 9157 Women and minors. 
Oregon. -_. -| . 70 1952 | Do. 
Utah .| . 66- 0.74- 0. 77- 0.80 1956 Do. 
Washington. __ 65 1949 Do r 
Wyoming - 75 1955 All persons, 18 years and over, 
District of Columbia | 7.75- 0.83 | 1953 | Women and minors. ul) 
Less that 50 cents (for any one | 
area of the State): | 
Arkansas___ | .16 | 19158 | Females. te 
Kentucky --_- -40- 0.45- 0.50 | 1947 Women and minors. 
South Dakota___- é . 22- 0. 28 1943 Females. 9 
Wisconsin - - - .58- 0.40- 0.45 | 1947 Women and minors “ 
} 
{ 
1 Several rates given for a State are variations according to location, unless otherwise noted. Rates are t 
for experienced workers. Not all the hourly rates given in the table are actually found in State laws and 
orders; s9me are computed from weekly or daily rates specified in State laws and orders. m 
2 Some States define a minor as any person under 21, others as any person under 18. 
3 An order restraining the New Jersey Commissioner of Labor and Industry from enforcing order No, 
11 (made mandatory Oct. 9, 1956), was issued by the New Jersey Supreior Court, Appellate Division. 
* $30, for workweek of 36-44 hours. I 
5 Law held unconstituti nal pending appeal. ' 
6 Employed by employers of 4 or more. 
7 $30, for workweek of 36-40 hours. 
8 Wage fixed in 1915 law was $1.25 for a 9-hour day. A 1943 amendment made the rate applicable to an 
8-hour day. U 
Source: U. S. Department of Labor: Wage and Hour and Public Contracts Divisions and Women's 
Bureau. 4 
EXHIBIT 2 I 
Annual average sales per unit, 1945-55 (grocery) é 





1. First National Stores, Inc., more than quadrupled, with an increase of 428 
percent ; store volume sales rising from $127.042 to $670,411. 

2. National Tea Co. also quadrupled by a 413-percent increase, with sales per 
store rising from $142,682 to $731,787. 

3. Kroger Co. chalked up a 204-percent increase: nearly tripling in its rise from 
$167,521 to $660,723. 

4. Safeway Stores Co. more than doubled with a 229-percent rise, moving from 
$266,032 to $874,900. 
Source: Standard & Poor's. 











16 Thid., pp. 105-106. It should be noted that 4.1 percent of all full-time men in retail- 
ing and 6.4 percent of the women worked under 32 hours a week, 
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Baepansion and acquisitions, 1954-56 (grocery) 

1. Winn-Dixie Stores, Inc., of Jacksonville, Fla., operating 390 units in 8 States, 
purchased 3 smaller chains involving 166 retail units. 

2 Kroger Co., of Cincinnati, Ohio, operating 1,600 units in 21 States, purchased 
4 smaller chains involving 86 retail units. 

8 Colonial Stores, Inc., Atlanta, Ga., operating 432 retail units in 11 States, 
purchased 2 smaller chains involving 80 retail units. 

4, National Tea Co., of Chicago, operating 744 units in 12 States, purchased 
9 smaller chains involving 48 retail units. 

5. Grand Union Co., of New Jersey, operating 325 units in 6 States, the District 
of Columbia and Ontario, Canada, purchased 2 smaller chains involving 12 retail 
units. 

Source: Standard & Poor's. 

Annual average sales per unit, 1945-55 (variety) 

1. J. J. Newberry Co. store volume jumped 83 percent, increasing from $206,696 
to $377,639. 

2. W. T. Grant Co. stores realized an increase in annual average sales of 65 
percent, dollar volume rising from $369,481 to $609,918. 

3. S. S. Kresge store volume increased 55 percent, rising from $316,672 to 
$489,730. 

4. F. W. Woolworth Co. store sales increased 54 percent, rising from $242,078 
to $371,986. 

5. McClellan Stores Co. reported a 34-percent average increase, with volume 
rising from $193,311 to $259,209. 

6. G. C. Murphy Co., a 33-percent gain, volume going from $458,877 to $611,318. 

7. S. H. Kress & Co. stores experienced a 24-percent gain, rising from $516,553 
to $641,730. 

Source: Standard & Poor’s. 

Expansion and growth, 1945-55 (variety) 

1. G. C. Murphy Co., operating in 12 States and the District of Columbia, mush- 
roomed from 209 to 298, a gain of 89. 

2. W. T. Grant Co., operating in 40 States, expanded from 490 to 520 outlets, 
up 30. 

3. F. W. Woolworth Co., operating in 48 States and the District of Columbia, 
took a short step forward, from 1,971 to 2,021, up 30. 

4. 8S. H. Kress & Co., operating in 29 States and Hawaii, moved up from 
244 to 264, a gain of 20. 

5. Neisner Bros., Inc., operating in 18 States and the District of Columbia, 
took a long step from 112 to 132, up 20. 

6. McCrory Stores Corp., operating in 22 States and the District of Columbia, 
marched ahead from 199 to 209, up 10. 

7. McClellan Stores Co., operating in 29 States, moved from 225 to 234, up 9. 

Source: Standard & Poor’s. 

Expansion and growth, 1945-55 (specialty stores) 


1. Diana Stores Corp., operating in 25 States jumped from 45 to 167, up 122. 

2. Miller-Wohl Co., operating in 23 States, more than doubled from 65 to 134, 
up 69. 

3. Grayson-Robinson Stores, Inc., operating in 20 States, almost tripled from 
27 to 72, up 45. 

4. Lerner Stores Corp., operating in 42 States and the District of Columbia, 
rose from 179 to 224, up 45. 

5. Bond Stores, Inc., operating in 21 States and the District of Columbia, 
expanded outlets from 59 to 81, up 22. 

Source: Standard & Poor’s. 

EXHIBIT 3 


Prorir Ratio Up at 22 Big Store INDEPENDENTS 


Following the same general pattern of other retail categories, a group of 22 
independent department stores and their branches generally recorded good 
improvement in 1955. 

After taxes, the group earned 2.9 cents on each dollar of sales of their com- 
bined 1955 sales volume, as compared with 2.7 cents in 1954. 

Before provision for income taxes, earnings were equal to 6.1 cents per sales 
dollar, as against 5.6 cents a year earlier.’ 
cleteenetiiesteineseniem 

?According to Fairchild Publications, Inec., a department store achieving a ratio of 
het profits before taxes to sales of 5 percent may indicate excellent performance, 
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Including sales of leased departments, aggregate dollar sales for the 22 firms 
amounted to $1,158,017,000. This is a 5.1-percent increase over the 1954 total of 
$1,101,324,000. 

After taxes, combined net earnings totaled $34,033,000, or 13.9 percent higher 
than a year earlier, when the figure was $29,870,000. Before taxes, and in some 
cases special items, profits had been 15 percent higher, totaling $70,473,000, com- 
pared with $61,264,000. 

The 22 companies forked over a total of $36,537,000 in income taxes last year, 
This total was 17.3 percent greater than in 1954 when $31,148,000 was provided. 

Total merchandise inventories, including merchandise in transit, amounted to 
$157,418,000 against $143,473,000, an increase of 9.7 percent. 

Eighteen of the companies had higher sales than in 1954, with 17 posting new 
record highs in volume. The four companies in the table below having smaller 
sales were Mandel Bros., Marshall Field, Namm-Loeser’s, and Raphael Weill. 

In the case of Marshall Field, however, the 1955 total compared with a 13- 
month period in 1954, because of a change in the fiscal year. On a 12-month 
actual basis, the company said its sales were 5 percent greater. Crowley, Milner 
sales, while higher than in 1954, were not a peak. 

In the profit picture, 16 of the firms posted higher net earnings than in 1954, 
One had a profit last year, as contrasted with a 1954 loss, and five showed 
smaller figures. Among the declines, Ed Schuster’s drop was due to certain cir- 
cumstances in 1954 (see footnote in table). 

Annual reports signed by top officials noted, in some instances, that increased 
sales reflected in part the addition of new branch stores. The higher profits were 
due partly to the larger sales volume, a better control of expenses with a main- 
tenance of gross profit margins. 

In a number of the cases where the year’s net profit was lower, it was ex- 
plained that this was due to extraordinary high nonrecurring expenses in connec- 
tion with the opening of new branches. Modernization of stores continued 
throughout the year and will continue this year. Further expansion throug 
opening of branches in suburban shopping centers is also scheduled for this year. 


Source: Women’s Wear Daily, May 31, 1956, pp. 1 and 56. 





TABLE 5 





Sales (000 omitted) Net profit (000 Percent change 
Percent omitted) 


Company sa) change 





1955 





1954 1955 





1954 1955 





Ayres, L. S___- $47,006 | $44, 251 +6. 2 $1, 307 $1, 051 2.8 2.4 
Bullock’s 129,453 | 123,103 +5, 2 5, 306 4, 647 4.1 3.8 
Carson Pirie 87,511 81, 926 +6.8 1, 127 968 1.3 1.2 
Crowley, Milner 26, 736 24, 084 +11.0 340 188 1.3 8 
Emporium Capwell !___-- 79, 843 76, 506 +4.4 4, 025 3, 402 5.0 4.4 
The Fair 42,175 39, 110 +7.8 459 207 1.3 5 
Forbes & Wallace 12, 781 12, 154 +5, 2 326 212 2.6 1.7 
Halle Bros.?___- 49, 836 46, 545 +7.1 1, 294 951 2.6 2.0 
Joseph Horne 60, 235 53, 500 +12. 6 1, 040 628 1.7 1,2 
Mandel Bros 31, 550 32, 167 —1.9 23 346 1 

Marshall Field ¢ 201,257 | 206, 309 —2.4 7,414 6, 534 a7 3.2 
Meier & Frank 47, 07 44, 209 +7.7 1, 382 1,313 2.9 3.0 
Miller & Roads 28, 852 26, 281 +9.8 1, 062 821 3.7 3.1 
Namm Loesers 16, 066 16, 257 —1.2 16 1] a 2 
Outlet Co___- 16, 139 15, 657 +3.1 813 5824 5.0 5.3 
Penn Traffic 10, 512 9, 392 +11.9 392 223 3.7 2.4 
Rich’s, Inc 73, 845 65, 834 +12.2 2, 162 2, 466 2.9 3.7 
Rike-Kumler ; 45, 2 41, 609 +8.7 1,749 1, 604 3.9 3.9 
Ed. Schuster 43, 42, 389 +2.3 1, 154 6 1,459 7 3.4 
Stix, Baer & Fuller : 55, 50, 005 +11.7 1, 607 1, 694 2.9 3.4 
Thalhimer’s___- 32, 264 30, 038 +7.4 850 R86 2.6 2.9 
Raphael Weill_-__. 19, 906 19, 998 —.5 185 127 9 .6 








Total 1, 158, 1, 101, 324 34, 033 870 








29, 





1 Emporium Capwell’s profit figures include a special charge of $509,700 for 1954 for cert: 
expenses which was reversed in part resulting in a credit of $115,500 for 1955. 

? Halle Bros. 1955 profit is after a tax credit of $170,659, adjustment of prior years’ taxes, and the 1954 
peptt includes a nonrecurring item of $112,748 being proceeds of life insurance. 

3 Loss. 

* Marshall Field 1955 figures cover 12 months, as against a 13-month period in 1954 due to a change in 
the year. Company said the latest 12 months’ sales were 5 percent greater than the same 12 months a year 
previous. 

’ Outlet Co. 1954 profit is after a hurricane fiood loss of $494,629. 

* Schuster’s 1954 profit (adjusted) is earnings and special items including $542,724 proceeds of executive 
life insurance. Report notes that earnings from operations totaled $1,154,387 in 1955 versus $956,041 in 1954. 
Source: Women’s Wear Daily, May 31, 1956, p. 56. 
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EXxuHIstit 4 
1955 Prorir Ratio up At 11 VARIETY STORE CHAINS 


A group of 11 variety store chains earned in 1955, after taxes, 4 cents on 
each dollar of sales of their combined volume, a compilation by Fairchild News 
Service shows. This compares with 3.6 cents on each sales dollar in 1954. 

Before taxes (Federal, State, and foreign) the combined profit was equal to 
7.6 cents, as against 6.9 cents on each dollar of sales in 1954. 

Total sales for the chains rose 5.3 percent over 1954, while net profit was 
17.3 percent higher. Pretax earnings showed a 15.2 percent gain over the 
previous year. 

Combined volume last year was $2,069,320,000, compared with $1,965,013,000. 
Individual increases ranged from 1.2 percent to as much as 13.7 percent. Kress 
showed the only decline, due in part to a loss of volume at some of its largest 
nnits that were enlarged or renovated in the year. 

With the exception of McLellan Stores, all the chains showing gains had 
record annual sales. 

After taxes, total net profit for the group amounted to $82,953,000. This com- 
pared with $70,688,000 in 1954. Ten of the chains posted higher net earnings. 

Before deducting income taxes, profit was $157,019,000, as against $136,250,- 
000 a year earlier. 

The 11 chains shelled out a total of $74,066,000 in income taxes. This is 13 
percent higher than the 1954 total of $65,563,000. 

Aggregate merchandise inventories, including merchandise in transit, was 13.9 
percent larger than in 1954, totaling $344,953,000, against $302,966,000. 

At the end of their respective years (Green and McLellan Stores are on 
January 31 fiscal years—all others on calendar years) the group operated a 
total of 4,772 stores. This compares with 4,725 units a year earlier. Wool- 
worth had 2,064 units in its chain, against 2,021 in 1954. Of the remaining 
chains, 2 were unchanged, 5 had more units and 3 had less, than a year 
earlier. 

In a number of instances, there were changes made in the 1954 profits figures 
which appear in the table below. These revisions were made because of the re- 
peal of certain provisions of the 1954 Internal Revenue Code. 


EXPANSION PROGRAMS 


Aggressive expansion and modernization programs were carried out last 
year by most of the chains, according to comments of top officers in the annual 
reports. Many new units were opened in shopping centers. But perhaps the 
most consistent occurrence among the chains was the increase in self-service 
units. Many of the new stores opened featured self-service and many of the 
units which were modernized or renovated were converted to this feature. 

The following table shows comparisons of sales, profits, and ratio of net profit 
to sales for 1955 versus 1954. 


Sales (thousands Net profit (thou- Percent net profit 
of dollars) Percent sands of dollars) to sales 
Company ; change . 
1955 1954 1955 1954 


Fishman $14, 870 5 3.7 $479 


Green » 725 ( 3, 656 
Kresge 354, 651 337, 91¢ 5 13, 
Kress . 167, 896 E ’ 9, 

McCrory 9, 705 856 5 13 

McLellan _- 41, 408 } 

Murphy 96, 423 182, 17% ; 

Neisner , 829 64, § 3 , 118 
Newberry 90, 690 179, 756 , 5, 845 _ 884 
Rose’s 25, 344 +8. ‘ 796 
Woolworth ‘i 767, 779 721, 313 rt. 34, 1 2 26, 948 


eel. .... ...|2, 069, 33 1, 965, 013 5.: 2, 70, 688 


1 McCrory 1955 net profit was after nonrecurring expenses of $358,343 in closing of a store location. 
_? Woolworth’s 1954 net profit is after 2 nonrecurring items: A net tax refund of $1,845,449, and a net deduc- 
tion from income after taxes of $3,186,792 covering accrued expense items. 


Source: Women’s Wear Daily, Apr. 6, 1956, pp. 1 and 6. 
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Top DEPARTMENT STORE CHAINS SHOW SALES AND PROFIT GAINS FOR 1955 


ed 


Aggressive branch store expansion, acquisition of new units and modernization 
of existing stores contributed substantially to improved 1955 results for major 
department store chains. 

A survey of Fairchild News Service of 18 department store chains shows that 
all had higher sales than in 1954, with 15 of the companies recording record 
volume. Gains ranged from 1.1 percent to as much as 23 percent. 

Sixteen of the chains registered increases in net profit. One would have had 
higher profits (see Kobacker footnote at end of table) and one company had a 
loss. 

Other highlights of the group’s combined results (1955 versus 1954) include— 

Ratio of net earnings after taxes to sales increased to 3 percent from 2.9 
percent. 

Ratio of profit before taxes to sales was 6.2 percent, against 6 percent, 

Aggregate net sales increased 9.1 percent to $5,071,504,000 from $4,648. 
706,000. 

Total net profits after taxes amounted to $149,949,000, or 10.6 percent 
ahead of the 1954 total of $135,634,000. 

Before provision for income taxes, profit had been $313,994,000, against 
$277,659,000, a gain of 13.1 percent. 

Aggregate Federal and State income taxes were 14.5 percent higher than 
in 1954, totaling $162,579,000, compared with $142,038,000. 

Merchandise inventories, including merchandise in transit, amounted to 
$702,010,000, or 18.5 percent higher than the $592,179,000 total a year earlier. 

Interstate Department Stores, National Department Stores, and Wieboldt’s 
were the three chains not recording peak sales. Interstate, however, said its 
sales of owned departments were at peak levels, but leased department sales 
declined. 

Officials, in their remarks to shareholders, noted in many instances, that sales 
gains resulted in part from added units. Allied Stores, for example, noted that 
if sales of stores not owned at all times were excluded, the sales increase would 
have been 5.1 percent, instead of 7 percent. Associated’s 23 percent sales increase 


reflected in part the acquisition last July of J. W. Robinson Co. of Los Angeles. 
Broadway-Hale Stores, City Stores, Federated, and W. T. Grant posted record 


net earnings as well as peak sales. Hecht’s pre-tax profits were at a record. 

Factors contributing to the higher net profits, according to comments in the 
annual reports, were: The increase in dollar sales, increase in number of sales 
transactions, higher average sale resulting from the purchase of better grade 
merchandise, and reduced expenses. 

On the other side of the ledger, heavy preopening expenses from additional 
branch stores had to be absorbed last year. 

As had been the case in the last few years, officials in the 1955 reports made 
considerable mention of their expansion programs. New branches were com- 
pleted by many of the chains mostly in suburban shopping centers. 

Modernization and enlargement of certain downtown units continued. The 
stores also discussed leases and sites where additional branches are to be con- 
structed, many of which will take place within this year as well as in 1957. 
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Sales (thousands Net profit (thou- | Percent net profit 
of dollars) Pereent sands of dollars) to sales 
| change 


| 
ee 


Company 


1954 1955 | 1954 1955 | 1954 


Allied Stores __-| $581,901 | $543, 984 | +7.0 | $13,972 | $13,231 
Assoc. Dry Goods i 89,864 | 154, 366 +23. 5, 698 | 
Broadway-Hale _- ; ‘ 2,095 | 104,910 1.8 2,740 | 
Gity Stores Pt | 251,882 | 241,755 +4.1 | 5, 904 
Federated _- dipsatens 537,722 | 500,556 3 22, 064 
Grant, W. T = 351,849 | 317,157 | -10. § 9,710 | 
Gimbel Bros - ------ ; | 325,025 | 289,965 | 2. 6, 703 
Goldblatt 3,640 | 103, 445 | 3.0 | 1,007 | 
Hecht } 113,245 | 105,717 | +7, 3, 611 
Interstate - _ - at 16,359 | 62,903 +5. 5 1, 361 
Kobacker ; | 33,846 30, 762 . 2823 
Macy, R. H hd | 389,573 | 359,049 | .f 8 6, 302 
May Dept -- : ‘- | 494,366 | 444,371 é 19, 457 16, 996 
Mercantile 38,786 | 130, 366 z 3,917 3,551 | 
National Dept... ‘ ....| 65,203 | 62,825 3. 41,237 | 4199 14... 
Penney , 220, 085 |1, 107, 157 : 46,140 | 43,617 | 
Westn. Dept | 34,797 31, 858 4 1, 194 1,091 | 
Wieboldt- | 58, 266 57, 560 : * 583 540 | 


Total. ____. (5,071, 504 |4,648,706 | +9. 149, 949 | 135, 634 | 
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1 Grant’s 1954 profit is after a net refund of $145,751 of Federal income taxes for prior years. 

? Kobacker’s report said the 1955 profit would have been about $191,864 higher than in 1954 if the adjust- 
ments from the retroactive repeals of certain provisions of the Internal Revenue Code (charged to surplus) 
were applied to 1954. 

3 Macy’s 1955 net earnings do not include a capital profit of $1,285,604 from the sale of investment in Gen- 
eral Teleradio, Inc. The Macy figures are for the 52 weeks ended Jan. 28, 1956, versus the 52 weeks ended 
Jan. 29, 1955. The firm’s fiscal year ends July 29. 

4 Loss. The 1955 loss includes a loss on cancellation of leases, fiood damage and sales of net in the amount 
of $597,763. The 1954 loss is after a net tax credit of $171,800. 

5 Wieboldt’s 1955 profit is before a special credit of $139,415 representing adjustments of property accounts 
from Internal Revenue examinations. 


Mr. Surrrince. These bills would amend the Fair Labor Standards 
Act of 1938 so that all employees of a retail employer whose annual 
volume of sales is over $500,000 and who is engaged in an activity 
affecting commerce would be covered by the minimum wage maximum 
hours, and child-labor provisions of the present act. All employees 
of a retail employer whose annual volume of sales if $500,000, or less, 
would be exempt. 

The current exemptions for service establishments, laundries, and 
the like would not be affected by the bills. S. 1135 and S. 1159 repeat 
the language of the present law on these exemptions merely to show 
how the proposed amendments would fit in. However, such repetition 
is not necessary in any bill which might be reported out by the 
committee. 

Congress has the full constitutional power and responsibility to ex- 
tend coverage of the act to large retailers whose activities ailect com- 
merce. This fact has been well settled by the legislative and judicial 
history of the affecting commerce provision, section 2 (7), of the Na- 
tional Labor Relations Act, on large scale retailing. The contention of 
opponents of these bills that the Cc ongress has no such constitutional 
power or responsibility has no foundation in law or in fact. 

The actual function of selling goods and products of industry at 
retail by a large concern may be local in most instances, but that func- 
tion cannot be divorced from the other directly related and essential 
functions, such as purchasing, warehousing, financing, management, 
advertising, personnel training, and policy. These other related func- 
tions when exercised across State lines usually bring such a concern 
within the scope of activities affecting commerce and therefore within 
the commerce power of Congress. In some instances the volume of 
retail sales across State lines mé Ly bring about the same result. 
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The history of the affecting commerce provision in the National 
Labor Relations Act also shows that the National Labor Relations 
Board, with the solid approval of the courts of the United States, has 
not extended cov erage under that law to small retail enterprises which 
are almost entirely local in every respect and do not have a substantial 
impact on interstate commerce. 

For these reasons, we believe S. 1135 and S. 1159 would, in effect, 
leave to the States the responsibility for coverage of small local retail 
enterprises under minimum-wage, maximum- -hour, and child-labor 
legislation. 

Big retailers have consistently used State minimum-wage laws as a 
blind behind which they could hide in persuading Congress to avoid 
its responsibility of covering them under the Fair Labor Standards 
Act. These laws do not, and cannot, eliminate this responsibility of 
Congress. Congress has covered these retailers under other legislation, 
because their activities affect commerce. There is no valid reason 
therefore for Congress to continue this discrimination which has per- 
sisted since 1938. 

The hodgepodge of the existing 22 State laws only tends to place 
a greater burden on commerce than would otherwise exist if S. 1135 
or S. 1159 becomes law. Either bill would more nearly equalize com- 
petitive opportunities not only among such retailers but also between 
small local stores and these large retail firms. 

Only 6 of the 22 States with minimum-wage laws apply to all 
retail employees. Even in these 6 States the variation in the mini- 
mum wage applicable is as much as 32 percent between New York 
and Massachusetts, and 25 percent between New York and Connecti- 
cut as applied to retail establishments. The other more important 
industrial States such as Michigan, Indiana, Ohio, and Pennsylvania 
do not have any effective law protecting retail employees. And 
finally, the levels of the minimum w age under State laws, for the 
most part, are far below a decent minimum living standard; for 
example, 16 cents in effect in Arkansas since 1915, ‘and 22 cents in 
effect in South Dakota since 1943. 

The Supreme Court has often pointed out that Congress did not 
go to the limit of its own commerce power under the Constitution 
of the United States in regulating coverage under the Fair Labor 
Standards Act. Extension of the act to large retailers, therefore, 
is the only way in which Congress can carry out its responsibility. 

The real intent of Congress in 1938 in setting forth the retail exemp- 
tion in the law and in amending it in 1949 was to exclude from its 
coverage, small local retailing such as the corner grocer, the small 
drug and clothing stores, the gasoline station, and the like. This 
intent is reflected in the committee reports, the congressional debates. 
Our statement for the record, in particular, quotes Congressman 
Lucas, of Texas; Congressman McConnell, of Pennsylvania; and 
Senator Holland, of Florida; the principal proponents of the 1949 
amendments, that such is the intent. 

Ever since 1938, therefore, large scale retail businesses have hidden 
behind the cloak of small business in order to avoid their obligation 
to pay a decent minimum wage and to provide fair working conditions 
for their employees. 

We stop to point out that C ongress should not again be influenced 
by the barrage of misleading protests such as those made in 1938, 
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1946, 1949, 1955, and 1956 that. similar legislation would have coy- 
ered ‘and hurt small business. That just is not so. And we hope the 
time has arrived when Congress will remove this improper exemption 
to which large retailing never has been entitled. 

Big ret laid eaeoea never was and is not now local in nature. Any 
such claim is misleading and contrary to the realities as reflected 
by the interstate, and often nationwide, activities of the huge chain- 

store systems and department stores in the various fields of retailing. 

S. 1135 and S. 1159 set forth an administratively clear and sound 
directive as to those large retail enterprises which would be covered. 
The standard of $500,000 is so clear as to enable every employer in the 
retail industry to ascertain readily in advance whether or not his 
retail enterprise is covered by the act, or is exempt. 

Sales volume is a sound measure of the impact of retail business 
on interstate commerce. It has been the criterion used by congres- 
sional committees, in legislation, and by Federal executive and admin- 
istrative agencies as the basis for the measurement of the size of retail 
businesses and in distinguishing small retail concerns from large ones. 
Five hundred thousand dollars in sales has been the figure generally 
considered as the dividing line between small and big retail businesses. 
This has been particularly true in actions of the Department of Com- 
merce and in minimum-wage proposals. 

The use of the number of employees as a standard has not been 
frequently employed or recommended, In minimum-wage legislation 
of 22 States, only 1, New Mexico, covers retail employers on the basis 
of number of employees—4 or more—and that law has been held 
unconstitutional or other grounds by the State supreme court. 

There are valid and persuasive reasons for nonuse of this standard 
in the Fair Labor Standards Act. A standard based upon the num- 
ber of employees has no direct relation to a retail firms business im- 
pact on interstate commerce. Such a standard, for example, of 100 
employees as the line between small and large retail business would 
permit a substantial proportion of large retailers to escape coverage 
which would otherwise be provided by S. 1135, and S. 1159. Any 
such standard, in addition to a standard based upon sales volume, is 
needless administratively because volume of sales can be made to cover 
about the same number of employees and retail firms as may be 
desired. 

Finally, a standard based upon the number of employees becomes 
administratively difficult to apply because of the large numbers and 
proportions of part-time saat in the industry which is about 25 
percent of the total employed by retail establishments in November 
1954, according to the Bureau of the Census. 

Large-scale retailers constitute 3.6 percent of all retail firms, make 
42.9 percent of all retail sales, and employ 43 percent of all retail em- 
ployees. Sales of retail businesses with an annual volume of sales 
of over $500,000 constitute 18.4 percent of our entire gross national 
product in 1956, according to the United States Department of Com- 
merce Office of Business Economics. They do a $64,600 million busi- 
ness, which operates about 48,000 stores, with 2,400,000 employees. 

We estimate that there are about 2,185,000 employees who would 
be newly covered. Of this number, approximately 650,000 retail 
employees getting less than $1 an hour would actually benefit by the 
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passage of S. 1135, or S. 1159. The maximum impact of a $1 mini- 
mum would be less than one-half percent of the price of retail goods 
if either bill were applied to all retail employees. Since either bill 
would provide coverage for only 43 percent of all retail employees, 
far short of the ideal goal, the cost as reflected in retail prices would 

rhaps be as little as one-fifth percent. This additional cost would 
be more than offset by the increased purchasing power placed in the 
hands of low-paid retail employees. The additional wages to be paid 
would be spent on food, clothing, and other immediate necessities, 
Retail stores would get more profits from such purchases. 

Secretary of Commerce Weeks has already stated that extension 
of coverage is “not in and of itself” inflationary. The administration 
would certainly not propose extension of coverage and at the same 
time advocate to Congress the adoption of inflationary curbs. Finally, 
the Senate Committee on Labor and Education, and the Department 
of Labor, have reported that the 40-cent minimum in 1938, and the 
75-cent minimum of 1949, show no inflationary price rises caused by 
these legislative acts, contrary to the false hue and cry of the oppon- 
ents to them. 

In summation, I would like to emphasize that retailing today is 
dominated by big business. No basic reason exists for according 
these large independent and multi-State chain enterprises the same 
solicitousness and economic concern that Congress manifests for the 
local corner retail store. There is no justification for treating these 
enterprises differently from other economic enterprises affecting in- 
terstate commerce. 

Indeed, the size of these enterprises, the volume of their annual busi- 
ness, the number of employees, the sheer magnitude of their operations, 
dwarf many industries about which no question exists respecting cov- 
erage. Sincerity in meeting the legislative purposes, as stated in the 
Federal wage and hour law, as well as the responsibility under the 
Constitution, requires that the same protection be given the workers 
in the retail field that Congress now affords to employees in other 
industries affecting commerce ; especially when the need is so apparent 
and great. 

In closing, I would like to thank the chairman and the members of 
the committee for the privilege of appearing here and being given the 
opportunity to present the views of the Retail Clerks International 
Association on this most important matter. 

I might ad lib a slight apology for a little bit of lateness here this 
morning. We were meeting with two very fine Senators and time got 
away from us. 

Senator McNamara. I think you were so nearly on time that there 
is no need for apology. 

We are glad to have you here; we think your testimony is very 
helpful. 

I would like to ask you a couple of questions for clarification of the 
record. Would you like to comment on Secretary Mitchell’s proposal 
regarding retailers? Have you read it? 

Mr. Surrrivce. I am somewhat familiar with it. IT have not read it 
in its entirety, but as I understand it, I personally do not think it goes 
far enough. I believe the yardstick used on the $1 million purchase 
of goods, direct across State lines, as I understand it, would be more 
complicated in the operation of the law. It would be contrary to the 
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usual yardstick used in retailing by the NLRB and other agencies in 
determining whether they will assert coverage or not. 

If the Secretary’s proposal, or if that approach should be taken, 
it is our belief that there should be more consideration given to the 
goods received by these retailers for this reason: Very few of them 
receive the bulk of their merchandise on the premises of the retail 
store across State lines. Many of the large operators have warehouses 
within the State, and under the Secretary Mitchell proposal, as I 
understand it, it could very well not apply because they would not be 
receiving this merchandise directly across State lines. 

Senator McNamara, You seem to emphasize “directly.” That 
seems to be the 

Mr. Surrringe. It seems to me that was Mr. Mitchell’s, Secretary 
Mitchell’s points, one of his points. There is also a question—we 
believe that this $500,00 thing will be understood by everyone, be 
easier enforced. 

One large department store that boasts of doing $1 million a day 
in Volume, Marshall Field of Chicago, receives, I believe, most of their 
merchandise in a warehouse across town which could or could not be 
solely owned by the Marshall Field Co. 

We believe no matter what yardstick is used, we should think in 
terms of the enterprise, which means employees, the volume of busi- 
ness, the merchandise, rather than trying to isolate one figure. We 
think this volume covers the enterprise theory. 

Senator McNamara. Do I take it that this retail warehouse that you 
mentioned in this Chicago instance is known as the Marshall Field 
warehouse? If it were known by another name I suppose they could 
vet around the act in that manner. If they had a subsidiary 
company 

Mr. Surrrivge. I believe in this instance it is known as Marshall 
Field warehouse. 

Senator McNamara. That would probably come under the terms 
of Secretary Mitchell’s proposal. 

Mr. Surrrivgr. That probably would. It might tend to cause the 
separation. 

Senator McNamara. It would be easy to have a dummy corporation 
of some sort supply it within the State so that way it would be easily 
gotten around, I take it. 

Mr. Surrrivce. We recall when Mr. Patman was talking about 
chain-store taxes in 1938 that many of the chains incorporated as 
State corporations. I do not know whether it would have worked. 

Senator McNamara. In your lengthier statement that we have al- 
ready put in the record, I take it you have spelled out some justification 
for your $500,000 standard? Do you want to comment on that 
briefly ? 

Mr. Surrrince. We have undertaken to do that. I think that At- 
torney Bragman might add a little bit to that. 

Senator McNamara. We would be glad to hear from him at this 
time. 

Mr. Bracman. The $500,000 criterion was based primarily upon 
various recommendations made by congressional committees in the 
past on minimum-wage legislation; and also on recommendations 
made by the Department of ‘Commerce in 1950. 
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In 1950, H. B. MeCoy, who was then Director of the Bureau of 
Foreign and Domestic Commerce, was drawing up a standard of sep. 
aration between small retail business and large retail business. And 
after study, he determined that the criteria of $500,000 would be about 
the best standard to choose. 

Similarly, in 1946, the Senate Committee on Education and Labor 
reported out a 75-cent minimum wage bill which would have applied 
to large retail establishments, with annual sales of over $500,000. 

In 1949, the House Labor Committee reported out a similar bill 
with a similar recommendation. It is true that at that time Congress 
did not adopt either recommendation, but the point is that both com- 
mittees, both in the House and in the Senate, did select a standard of 
$500,000. 

Senator McNamara. Are there any other questions / 

The chairman of the subcommittee, Senator Kennedy, is now here, 
He will take over the hearing of the subcommittee at this point. | 
know he was delayed by a very important appearance before another 
committee dealing with a labor matter this morning. 

Senator Kennepy (presiding). Thank you. 

In your opinion, Mr. Suffridge, within the limits that you talked 
about, can these retail firms, which are paying substantially less in 
many cases than a dollar, pay the minimum without causing unem- 
ployment or without causing financial distress to themselves? 

Mr. Surrripce. Yes; we feel sure, so far as we are concerned, that 
it will have no inflationary tendencies; nor will it affect the profitable 
operation of these corporations. 

Senator Kennepy. Their margin of profit is rather low, at least in 
some cases. Would that not result in a substantial increase in their 
costs? You do not feel that that would drive them into—— 

Mr. Surrrince. It is true we would open something that I don’t 
mind discussing. It is rather lengthy. We get into the profit system. 
We have no objection to their profit system. I personally happen to 
come out of retailing—first, the other side of the fence in operating 
as an employee in the chainstore system. 

All of the employers’ profit setup is based on a percentage markup 
on the dollar volume. He pays so much. He marks it up a certain 
percentage. We have never tried to belittle the way that manage- 
ment can actually hide the profit that is derived on their investment. 
We do not try to compare A. & P. that does 4 billions a year with 
General Motors because we know that these large chains, when you 
consider the investment they have, and we take the profit derived 
from that investment, would be far different than the net profit derived 
from that investment, would be far different than the net profit after 
taxes that they receive, which varies from seven-eighths of a percent 
to about a cent and a quarter. But these stores we are talking about, 
many of them do $100,000 a week or $150,000 a week. They are doing 
it on volume. They may have a $100,000 inventory in the store and 
sell more in 1 week than their entire inventory. Even that merchan- 
dise placed in that store has not yet been paid for when it has been 
consumed by the consumer, so retailing has many, especially the food 
lines, many different aspects. 

Senator Kennepy. What about the question of the productivity of 
some of these people? Doesn't it eee result from increased mech- 
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anization, using the same sort of procedure that they use in super- 
markets, lessening the number of help, particularly if the help is not 
productively worth a dollar 4 ' 

Mr. Surrrivce. I doubt that that will have any effect. I believe 
that industry is mechanizing as much as they can and as fast as they 
can. 

Senator Kennepy. The question is whether it is economically 
worthwhile. You do not think it would 

Mr. Surrrwer. We believe there is only about 650,000 around the 
country that would be affected by this, not the millions that are 
employed, that are already getting the $1 minimum. 

Senator Kennepy. Thank you very much, We appreciate your 
testimony and we will add it to the testimony given on the previous 
day. 

Mr. Surrrince. If there are no further questions, we want to again 
thank the subcommittee for your many courtesies and we want to 
assure you that our office, any part of our operation, will cooperate 
with you. 

If you have further questions, or if anything else arises, we will be 
happy to make ourselves available. 

Senator Kennepy. Thank you, sir. 

The next witness is Mr. Al Hartnett, secretary-treasurer of the 
International Union of Electrical, Radio & Machine Workers, AFL- 
CIO. 


Please come forward, sir, and introduce your associate, if you will. 





STATEMENT OF AL HARTNETT, SECRETARY-TREASURER, INTER- 
NATIONAL UNION OF ELECTRICAL, RADIO & MACHINE WORKERS, 
AFL-CIO 


Mr. Harrnerr. Mr. Chairman, may I present to the committee Mr. 
Ken Peterson, legislative director ? 

Senator Kennepy. We are pleased to have Mr. Peterson here with 
you. 

We appreciate your coming before the subcommittee. We will be 
glad to hear younow. Do you havea statement you would like to read 
or summarize ? 

Mr. Harrnert. Yes, sir. 

I am Al Hartnett, secretary-treasurer of the International Union of 
Electrical, Radio & Machine Workers, CIO-AFL. We are very 
grateful for this opportunity to speak in support of the extension of 
coverage of the Fair Labor Standards Act, in our opinion one of the 
most important and urgent issues awaiting action by the Congress. 

Our organization is regarded by many, justifiably, we believe, as a 
pioneering union, which during the comparatively brief years of its 
existence has been at the forefront of many causes dealing largely with 
questions of principle. ae 

We were very gratified by the general sentiments of approval and 
admiration expressed by the public and the national press at the recent 
announcement of our president, Mr. James B. Carey, of the adoption 
of a code of ethics, which is our statement of principles by which the 
actions of all our membership and staff are to be judged. © 

Senator Kmnnepy. I would like through you to congratulate Mr. 
Carey on the two statements he made in the last few days on this prob- 
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lem of ethics in the trade-union movement. I think he has made a real 
contribution to the union movement and to the country. 

Mr. Harrnerr. May I say we are very grateful to you for your ex- 
pressions. We assure you and : all others who are interested i in genuine 
progressive, honest trade unionism that our fight is going to continue 
and it won’t stop until we have the trade-union movement cleaned u 

A brief quotation from this code of ethics, is, I believe, highly 
relevant to the matter before us presently and explains in a measure 
our great and sincere interest in the extension of fair labor standards 
coverage : 

To consider ourselves as citizens first and IUE members second; to seek the 
good of the majority not the aggrandizement of a privileged minority ; to seek 
Federal and State legislation toward these goals and toward the expansion of 
political, social, and industrial democracy. 

It is in this spirit that we address ourselves to this committee today 
as an organization with a great stake in the welfare of the Nation as 
a whole and a special responsibility to attempt to safeguard or obtain 
the rights of any working person. We are duty and conscience bound 
to raise our voice in behalf of that segment of our population which is 
being most severely exploited. 

Nearly 20 million Americans, one-third of the workers in our Nation, 
are now paid substandard wages and have no practical means of im- 
proving their position. 

Most of them are earning less than $40 a week and are trying to pro- 
vide a livelihood for themselves and their families on that. tot lly 
inadequate income. Surely there is no responsible person or group 
that would suggest that such a pitiful sum can provide anything but a 
life of grinding poverty and insecurity. 

Despite our concern for the great social injustice endured by all of 
these 20 million human beings, we find that about 10 million of the 
substandard workers are engaged entirely in intrastate enterprises 
as defined by the law, and are therefore not within the jurisdiction 
of Congress. We shall strive to find other means to assist them. 

But about 10 million of these workers are associated with interstate 
businesses and are undeniably subject to Federal jurisdiction. It is 
their plight which we urge you to consider, their interests which we 
exhort you to serve. We want coverage extended to them. 

The testimony of brother Stanley ‘H. Rutte nberg, director of re- 
search of the AFL-CIO, has already been presented to this committee, 
We believe that it makes abundantly clear and proves beyond a doubt 
that millions of Americans are being grossly exploited. That is 
something that must scandalize any person with even a vestige of 
humanitarian feeling and a sense of being involved in the fate of 
his fellows. 

Familiar as I am with the problems of working men and women, 
[ must admit that I was both surprised and horrified by Mr. Rutten- 
berg’s examples of the kinds of situations which literally millions of 
American families must endure. 

When the results of the AFL-CILO special research groups’ report 
are digested and analyzed, a number of extremely unpleasant and 
even sordid facts are brought to us in the horrifying colors of an 
unlovely, unwelcome truth. 

Millions of Americans simply cannot buy enough to eat, although 
employed steadily. In case after case and in communities as far 
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removed from each other as North Carolina, Pennsylvania, and Mis- 
gouri, investigators found families of working people living in condi- 
tions quite beyond the imagination of the majority of us who live, to 
a varying degree, in circumstances of comparative ease and com- 
lacently imagine that all Americans must share with us the availa- 
bility of at least the minimal necessities of life. 
Jnfortunately, this pleasant fantasy of a land of milk and honey 
for all simply does not correspond to the stark reality. 

Far too many of our fellow citizens eke out their meager existence 
in situations of a blighted, poverty-ridden present and utter lack of 
hope for some adjustment which would enable their circumstances at 
least to approach the level which all Americans must believe is their 
birthright and their destiny. It is difficult to credit the fact that the 
families of hundreds of thousands of American workers cannot afford 
meat in their diets more than once or twice a month. 

Similarly, is it not a grave national scandal that a working mother 
supporting her children can, by the most careful and painstaking 
budgeting, barely provide 2 quarts of milk a week for each of her 
undernourished children ? 

All these people who were interviewed in an AFL-CIO survey 
were quick to point out how bringing their salaries up to the current 
minimum of $1 per hour under the Fair Labor Standards Act would 
assist them greatly. In support of their contentions, may we point 
out some of the wage rates which are typical of workers in uncovered 
categories : 

Sales clerks in department stores 38 cents to 73 cents an hour for 
workweeks of 41 to 471% hours; 

Chain drugstore clerks 39 cents an hour for a 55-hour week; 

Hotel elevator operators 371 cents an hour. 

These figures are representative and constitute only a fraction of 
the workers who are affected by the lack of a Federal law to protect 
them. 

We also appeal to the committee from the point of view of an ap- 
proach to a practical problem in economics. It is immediately 
apparent that an automatic rise in the incomes of 10 million Ameri- 
cans will produce a corresponding increase in purchasing power. 
But another aspect of the effect of extended coverage is, we believe, 
far more important and will have to be dealt with sooner or later. 

The trend in employment opportunities over the last few years has 
to a marked degree been away from the former concentration in 
manufacturing and heavy industry, an area whose workers are largely 
covered by the present act and toward service positions, many of 
which are not covered by the present law. 

In 1945, of a total working force of 40 million, manufacturing 
accounted for 15 million. Wholesale and retail trade accounted for 
7,600,000, and service trades for 4 million. 

By January 1957, 11 years later, the picture had changed con- 
siderably. Of a total nonagricultural force of 51,297,000, manufac- 
turing accounted for 16,900,000, wholesale and retail trade for 11,182,- 
000, and service and miscellaneous for 5,900,000. 

The total nonagricultural work force had increased by more than 
11 million, but manufacturing accounted for only about 1.6 million 
of the increase, while wholesale and retail trade accounted for more 
than 3.7 million of that increase. 
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These figures are from “Employment and Earnings” of the Depart- 
ment of Labor Bulletin issued during the month of February and igs 
the latest source of information from which they were taken. 

The advent of large-scale automation will greatly accelerate this 
trend. But consider for a moment the very probable outcome of 
greatly increased production with a much smaller labor force. 

Obviously, if former factory workers are relocated in service and 
other uncovered industries and earning much less money, their pur- 
chasing power will be drastically reduced. The result could be a 
catastrophic situation of overproduction and unemployment, a de- 
velopment, which I am sure we would all agree, absolutely must be 
forestalled. 

The administration, through the Secretary of Labor, Mr. Mitchell, 
has made proposals of its own. We find these administration pro- 
posals to be totally inadequate and vastly inferior to S. 1267. For 
example, a sales volume of one-half ieee dollars per annum js 
S. 1267’s definition of a large business. We are not necessarily in 
agreement with that sum but accept this concept for current legisla- 
tive purposes. 

Mr. Mitchell suggests complicated, and, to our mind, arbitrary tests 
to apply to a corporation. No workingman in this country will be 
covered unless his employer's status corresponds to these provisions. 

I should like to call your attention to the vast difference in one of 
these administration proposed provisions and its correspondent in 
S. 1267. 

The Secretary of Labor proposes as one of the tests a sales or service 
enterprise must pass to be classified a big business that it must pur- 
chase at least a million dollars’ worth of merchandise from out-of- 
State sources. It is important to bear in mind that these are sup- 
plies, not sales. 

It is apparent that a corporation which spends a million dollars for 
supplies can produce a much larger sales output. 

Approximation of the exact sales output of such a corporation is 
impossible due to the vast differences in businesses. That is to say, 
one business might spend a proportionally larger amount on sales pro- 
motion, advertising, labor, or any one of a dozen such cost items. 

We submit that sales volume is the only reasonable criterion of 
size of a business, and that one-half million dollars per annum, a 
figure agreed upon by the National Labor Relations Board determin- 
ing its jurisdiction, is, without doubt, big business. 

We are not talking about the corner grocery, but about giant corpo- 
rations. We are well aware of the difference between the corner 
grocery and the chain market. 

We resent the hypocrisy of big business which bleats about “individ- 
ualism” and “free enterprise” and sheds tears about protecting “the 
little business man” while it gobbles up independent after inde- 
pendent, and the mergers’ come faster and faster, and the giant 
corporations become supergiants. 

Nor is there any justification for the administration to propose, on 
the one hand, extension of coverage, limited as that extension is, 
and then partially nullify even that limited extension by excluding 
these people from the overtime provisions of the law. 
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It is unfair to these people, and undermines the entire philosophy 
behind overtime pay—that is, that a certain number of hours of work 
js a fair day’s work, and any work done beyond those hours should 
bring premium compensation. 

There is one other thing about the law that I might say, even about 
§. 1267, over which we are not particularly happy, and this is the 
question of learner permits. We want no modification on exemptions 
for learners. We are opposed to increasing exemptions, and we would 
like to see all such exemptions eliminated. We would like to see 
instead’ some action considered, if not in this Congress, certainly in 
some future one, to exclude the possibility of the Secretary of Labor 
being permitted to grant learner permits. 

We oppose such exemptions now, as we have in the past. They are 
not only unfair generally, but we resent the double-play by industry in 
this matter. First, they make a great show of needing learner 
exemptions to protect themselves, and then they oftentimes use these 
very exemptions as an argument against higher wages in Puerto Rico, 
where everyone knows wages are shamefully low. I say that because 
I have experienced that kind of argument. 

It is no news to us, of course, that industry objects to extension of 
coverage, as it has fought against every increase in the minimum 
wage itself. The arguments have always been the same—that it was 
bad for the economy. We all recall that when the minimum was 
raised from 75 cents to $1, the spokesman for industry predicted 
that the net result would be a terriffic blow to the economy, and that 
jobs by the thousands would disappear. 

We of labor said then—and events have proved us right—that 
nothing of the kind would happen. And the very giants of industry 
who foresaw gloom and doom if the minimum wage went to $1 now 
boast of our booming economy, and cite it as an example to the rest 
of the world. 

We say that extension of coverage would aid, not harm, the econ- 
omy. -And we say that the giants of industry will prove as poor 
prophets now as they were then. 

Let me reemphasize that the adoption of S. 1267 will not be regarded 
by us as an ultimate solution of the problem. Thus, we believe the 
present minimum to be entirely inadequate and that it should be 
increased to $1.25 an hour at the very least. 

We are also extremely conscious of the predicament of the 10 million 
workers who cannot be affected by Federal legislation, but whose 
problems cannot, in justice, be ignored indefinitely. To this latter 
situation we respectfully call the attention of the President and 
Secretary Mitchell. It seems likely that the various State legislatures 
would be influenced greatly by a special, urgent plea from this source 
to pass State laws covering the exploited, substandard workers. At 
the very least, it would call attention to a serious problem which has, 
heretofore, been largely ignored. 

An analysist of the history of the act since 1938 produces a star- 
tling conclusion; that each successive amendment to the original 
legislation has actually narrowed the coverage instead of broadening 
it. This is, of course, directly opposed to our point of view in the 
matter. We believe now is the time to reverse that trend. We believe 
that the standards of every working American should be protected 
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by law, and will support any practicable, equitable measure which 
will enable more workers to achieve these safeguards. 

In 1949 Congress excluded from coverage persons employed by 
companies operating irrigation systems on a nonprofit or sharecropper 
basis which are used exclusively for supplying and storing water for 
agricultural purposes, 

Congress extended exemptions to cover daily newspapers of less 
than 4, 000 circulation. 

Congr ress extended exemptions to telephone exchanges with not 
more than 750 stations. 

Congress extended exemptions to small telegraph agencies located 
in retail est: ablishments, such as hotels, drugstores, and garages, if 
gross receipts did not exceed $500 a month. This one was pushed 
by that small enterprise, Western Union, on the plea that. it could 
not provide services in small communities if it had to pay the wages 
required by the act. 

Congress also exempted employees working in the woods in such 
occupations as felling timber, if the employer ‘did not have more than 
12 employees in these operations. 

Our living standards are just about the highest in the world. That 
is true. But too many of our workers do not enjoy that standard. 
And the opponents of our way of life seize on that argument to charge 
that we are hypocritical. We want to see the day when the propo- 
nents of slave philosophies have no shadow of an argument against 
us. We want to see the day when everyone in this great Nation enjoys 
our high-living standards. 

Every increase in the minimum wage, in the minds of the people 
who represent IUE, every legislative action broadening coverage, is 
another nail in the coffin of communism, and an inspiration to the 
Communist slave nations, and to the hundreds of millions in the still 
uncommitted countries, just awakening to freedom who look to us 
for guidance, for inspiration, and for leadership. 

We believe this legislation is long overdue. 

I would like to say that there are few bills of which I am aware, 
pending or planned to be presented to the Congress, which could be of 
more help to those who are on the very bottom rung of the economic 
ladder. The extended coverage here will touch the kinds of people 
that endure privation which is s hard for most of us to comprehend or 
understand because we are not faced with it on a day-to-day basis. 

I know of no other single piece of legislation which would do more 
for the people who need attention most in this Nation than this S. 1267 
that the committee considers. 

I thank you for your time, attention, and consideration. 

Senator Kennepy. There is just one question, Mr. Hartnett, the 
same question I asked Mr. Suffridge: It relates to some of the people 
who might be getting less than a dollar wo1 king more than 40 hours a 
week in these trades which you recommend be brought under coverage 
of the act. Do you think it is possible that the argument which has 
been made, that they are not productively worth a dollar, would result 
in some unemploy ment, particularly with respect to some kitchen help 
and some employees of the smaller stores, even though they may come 
within the description which you have given of interstate commerce? 
What do you think of that argument? 
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Mr. Harrnerr. I think not,sir, As coverage has been broadened in 
the past, as the minimum wage has risen in the past, as wage levels 
have risen not only for those covered by the act, there has “been no 
narrowing of employment in those fields. The whole history demon- 
strates that weer we have constantly broadening opportunities for 
employment. I do not believe that you are going ‘to see any substan- 
tial reduction in the number of people, or any reduction in the num- 
bers of people employed in these relatively small stores which are 
nonetheless within the definition set forth by the act for coverage. 

I am all too mindful of the fact that there have been great argu- 
ments made about the narrowing of employment opportunities, the 
reductions of opportunities that would take place in some of our off- 
the-mainland possessions if minimum wages were increased in those 

ossessions. But the fact of the matter is to the contrary: there has 
om a continual expansion of the operations in each of those areas. I 
do not believe that there will be any narrowing of employment oppor- 
tunities in the fields that would be covered by the law, or newly cov- 
ered by law if the extended coverage provisions are adopted by the 
Congress. 

Senator Kennepy. If increased productivity does not exist to sup- 
port a wage increase, as is generally the case in manufacturing where 
increased “productivity as well as a strong union provides adequate 
compensation, isn’t the basic question really whether there has been 
a productivity increase of the people in the service industry ? 

Now, employers make the argument that their productivity has not 
increased sufficiently to make. it economically justifiable to pay a 
dollars. 

Mr. Harrnerr. I cannot speak with a great deal of authority about 
what goes on in the chainstores, the drugstores, the chain gasoline 
stations and such, but as the weekend shopper, I have seen some sub- 
stantial increases in the productivity of the people. The methods 
being employed by these chainstores which would now be covered by 
the act are substantially different than the methods which were em- 
ployed by them 10 to 15 years ago and the productivity of workers 
has risen substantially in those chains. 

Perhaps that is not a broad enough experience on which to present 
testimony before the Congress, but I think it is the aver age experience. 

The same thing holds true of your drugstores, your chain drug- 
stores, the same thing i is very much true of the gasoline stations which 
would be covered by “this law. They have improved their techniques 
and their methods of dispensing service to their customers. 

I think that there has been an increase in the productivity per 
worker. I think you will find many thousands of dollars more of 
volume per employee in sales at each of these establishments now 
than there was 10 or 15 years ago. There can be no question about 
that. 

Senator Kennepy. We appreciate very much your statement, Mr. 
Hartnett. 

Mr. Harrnerr. Mr. Kennedy, thank you very much. 

Senator Kennepy. The next witness this morning will be H. L. 


Mitchell of the National Agricultural Workers Union, AFL-CIO. 
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STATEMENT OF H. L. MITCHELL, NATIONAL AGRICULTURAL 
WORKERS UNION, AFL-CIO 


Senator Kennepy. We are glad to see you. 

One of the problems to be discussed before this subcommittee is 
the question of whether coverage should be extended to agricultural 
workers. We would be interested to hear you testify since you have 
been a long time in this field. 

Mr. Mircuety. Yes, I have. 

Senator Kennepy. And testified before the subcommittee in the 
last 2 years on this problem. 

Mr. Mircuety. I have submitted a complete statement which I 
would like to at least touch the highpoints on. 

Senator Kennepy. The whole statement will be placed in the record, 

Mr. Mrrcnew.. I appreciate that, sir. 

(The statement referred to is as follows :) 


STATEMENT OF H. L. MITCHELL, NATIONAL AGRICULTURAL WORKERS UNION, 
AFL-CIO 


Mr. Chairman and members of the committee, during the past 20 years a num- 
ber of investigations and reports of the plight of workers employed on the Na- 
tion’s large-scale factory-in-the-field type farms have been made by committees 
of Congress. There was also one Presidential Commission, which in 1950 made 
a Similar investigation and report. Each of the committees of Congress and 
the Presidential Commission, upon completion of their studies, recommended the 
extension of minimum wages to workers employed in large-scale agriculture. 
For almost as many years as Congress has been considering recommendations 
for extending minimum wages to farm workers, representatives of our union 
have been appearing before committees such as your own to plead for the enact- 
ment of legislation to extend minimum wage coverage to at least a few of the 
workers employed in this industry. In making these pleas for consideration 
we have been supported by the American Federation of Labor and the Congress 
for Industrial Organization, nearly all religious organizations, and many civie 
groups which are concerned with the welfare of human beings, even those in 
agriculture. 

At the same time, representatives of the corporation farm interests have been 
appearing before the same committees to plead that operators of huge enter- 
prises eluploying from 7 to 2,000 workers are so poverty stricken that they would 
be forced out of business if required by law to pay a living wage to the workers 
they employ on their farms. They have also persuaded Congress to include in 
the parity formula, on which is based Government guaranties or price supports for 
agricultural products, a provision that the cost of hired labor shall be included 
when such formulas are calculated. To my knowledge, no one has ever proposed 
that the few family farm operators who may occasionally hire one or more men 
be required by law to pay the minimum wage set under the Fair Labor Standards 
Act. 

The argument that the small farmer would be affected by the extension of 
minimum wages to workers employed on the larger farms is shown to be without 
foundation when one takes a look at the latest agricultural census reports. 
In 1954 there were 4,782,000 so-called farms in the United States. Over half of 
these farm units (2,681,000) produced less than $2,500 in marketable farm prod- 
ucts. This group of farm units includes residential farms, part-time farms and 
abnormal farms producing no farm products or as little as $250 worth. Ob- 
viously, such smaller farms are in no position to employ labor at any wage, 
although there may be some individuals engaged in small farm operations 
who may hire an occasional worker or even a single hand the year round, while 
the so-called farm owner works on an industrial job in a nearby city. It has 
also been my observation that farm workers employed on smaller farms near 
industrial cities receive wages usually in excess of the wage established by the 
Fair Labor Standards Act. 
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During the past two decades there has been a technological revolution down on 
the farm. Farming is no longer a way of life—it is big business. Agriculture 
is America’s largest single industry. The total value of farm production 
amounted to $34.7 billion in 1953. With a farm population 37 percent smaller 
than it was 25 years ago, our farms are producing 54 percent more food and 
fiber products. The average investment per worker in agriculture is $14,000, 
whereas, in manufacturing and mining the average is $8,000. On some of the 
extra large corporation type farms the investment per man often exceeds $50,000. 
The total value of machinery used in agriculture exceeds that invested by the 
steel industry by $10 billion. The investment in farm equipment is 5 times that of 
the automobile, and 7 times that of the nonferrous mining industry. 

There are now nearly 2 million hired farm workers employed 25 days or more 
a year. Over a million of these workers earned more than half of their annual 
income from farm work in 1949. Three-quarters of a million reported that they 
so worked for the same employer 6 months or longer that year. There were also 
nearly 400,000 workers employed on the extra large scale factory type farms on 
a permanent year round basis. In addition to the million or more workers who 
make up the basic labor force in American agriculture, there are about 900,000 
seasonal workers employed 25 or more days a year in farm work. The larger part 
of this seasonal or migratory labor force is made up of foreign workers imported 
under contract. In 1956, there were 445,197 Mexican nationals imported for 
farm work and 29,962 whose contracts were extended were already in the country. 
There were also several thousand West Indians employed on United States 
farms. 

According to figures of the U. S. Department of Agriculture, the annual aver- 
age wage rate for farmwork without board or room amounted to 86 cents per 
hour in 1956. The wage rate for farm work reported by the Department of Agri- 
culture as of January 1, 1957, averaged 95 cents an hour on the same basis. 
Perhaps over half of the 1% million agricultural workers who would be included 
in the minimum wage coverage provided under S. 1267 as introduced by Senator 
Morse and cosponsored by Senators Murray, Neely, and McNamara, are now re- 
ceiving wages near or in excess of $1 per hour. The workers who receive less 
than that are the ones employed on the large factory-in-the-field type of farm in 
the South and Southwestern States. 

The 1954 census of agriculture shows that there are 134,000 large-scale farnis 
producing over $25,000 worth of farm products a year. These large farms ac- 
count for more than one-fourth of the total farm products. They employ most of 
the regular year round hired workers. They are also the ones which import and 
exploit the Mexican contract workers, numbering nearly a half a million each 
year. Up until 1954 when the Immigration and Naturalization Service began its 
program for cutting down the number of illegal aliens from Mexico, these factory 
farmers were the chief employers of Mexican wetback labor. 

The large factory type farms also compete directly with the family type farmer 
for the market. The family farmer is pitting his labor and his investment in land 
and machinery against the larger farm operation based on low wages in several 
basic crops. In a few highly specialized crops these large farms account for 
nearly 100 percent of the production. 

The agricultural census of 1950 revealed that within this group of large farms 
(then 103,000, now 134,000 units) there were 71,328 extra large farms that to- 
gether held nearly one-third of all productive land in the United States. 24,089 
of these extra large farms are located in the Western States, and each had 5,000 
acres or more of land. These few farms account for 66 percent of the land in 
those States. In the rest of the country the census counted all large units con- 
taining 1,000 acres or more and these large farms held 31 percent of the farm 
land. The agricultural census has never given any indications as to the number 
of such large farm units either owned or managed by corporations engaged in 
operating multiple holdings of land. However, it is known that many large farm 
enterprises are also engaged in the processing and distribution of farm prod- 
ucts. Some have also acquired extensive holdings in one or more States. A 
striking example of corporation farming is the Di Giorgio Fruit Corp., incor- 
porated in Delaware, with its main offices in San Francisco and New York City, 
owns the controlling interest in the New York Fruit Auction, and stock in nearly 
all of the fruit markets in the principal cities of the United States. Di Giorgio 
has large packing plants, the world’s largest winery, and several farms containing 
31,000 acres of land in California. The corporation also owns 4,000 acres of 
land in Florida. It is estimated that Di Giorgio employs over 2,000 workers full 
time and an unknown number of seasonal workers during the fruit harvest. 
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Since this corporation is engaged in the production of agricultural products, its 
employees are exempt from minimum wage and hour regulation, and from the 
guarantees of the right to organize and bargain collectively. 

At this point in my statement I include a partial list of large farms that re- 
ceived Government loans of $200,000 or more on their corn, wheat, and cotton crop 
in 1953. This list is taken from a larger list appearing in the Congressional 
Record of May 5, 1955 (pp. 4928-4929). 


Partial list of large farms receiving $200,000 or more in Government payments 
in 1953 


Horrigan Farms. 

U.S. Wheat Corp 
Monoghan Farms Co 
Cunningham Sheep Co 


H. B. and Allen Kolstad _- -- 


Wesson Farms, Inc___- 
Horrigan Investment Co 
Delta and Pine Land Co 
Giffen, Inc_._- 

E. P. Coleman. 
Charles Schwartz 
Bogle Farms__-. 
Wheeler Farms 
Roberts Farms... 
A. Shrier & Sons-- 
B. C. Land Co_. 
Bledsoe Plantations 
Harbert & Co-__- 
Ralph Farms 

B. F. Youngker -- 
McColl Realty Co 
J. E. Porter~ 

Car] Clawson- 


Address 


Prosser, Wash 
| Hardin, Mont 
| Derby, Colo_.- 


Pendleton, Oreg 


| Chester, Mont 
| Victoria, Ark- 
| Seattle, Wash_ 
| Scott, Miss 

| Huron, Calif 

| Sikeston, Mo- 


Stratford, Calif 


| Chandler, Ariz - 


Bakersfield, Calif 
McFarland, Calif 


| Delano, Calif 


Leachville, Ark 
Greenwood, Miss 
Robinsonville, Miss 


.| San Elizario, Tex 
| Buckeye, Ariz 
| Bennettsville, 8. 


x 


Caldwell, Tex 


| Lubbock, Tex 


Amount 


$354, 
348, 
338, 
270, 
232 
209, 
201, 
, 209, 
246, 
643, 
604, 
503, 
499, 
456i, 
440, 
412, 
394 
359, 
323, 
298, 
208, 
208, 
201, 


339. 00 
646. 20 
535. 55 
607.00 


, 527. 90 


034. 31 
832. 00 
492. 66 
516. 46 
993. 37 
321. 89 
908. 11 
008 
133. 
695. 56 
36. 
351. 03 
204. § 
688. 78 
129. 46 
474.24 
139. 36 
492. 05 


Looley & Hendricks... | Roscoe, Tex__. ; 201, 007. 43 


There is as yet no corporation in agriculture which can compare with General 
Motors in the automobile industry, nevertheless, the trend in agriculture is 
toward large-scale factory-type farm operation. In our opinion, the displacement 
of 600,000 small farmers in the past 5 years is not solely due to the policies of 
the present Secretary of Agriculture. 

We urge your committee to recommend the enactment of an amendment to 
the Fair Labor Standards Act which will require all employers in agriculture 
hiring workers for 400 or more hours’ work in any calendar quarter of the year 
to pay them not less than the minimum wage of $1 per hour. 

In addition to asking that this committee extend protection to some employees 
of large farm enterprises, we wish to call your attention to an exemption in 
the act which, in our opinion, was enacted by Congress without a clear under- 
standing of its implications. This is in section 13 (a) (6) wherein enterprises 
“operated on a sharecrop basis” are exempt from the act. This was proposed 
by Senator Ellender, of Louisiana (96 Congressional Record 12487) during the 
floor debate in the Senate when the minimum wage law was being revised. It was 
designed to prevent employees of about 25 irrigation corporations owning canals 
and equipment for supplying water in rice production from securing a decent wage 
rate. A case had been carried up to the United States Supreme Court, which held 
that such irrigation companies were required to pay their employees not less than 
the 40 cents an hour then required by law. (Farmers Reservoir and Irrigation 
Co. v. McVomb.) Senator Ellender’s amendment provided a two-prong method 
of exempting irrigation workers (a) those employed by a nonprofit corpora- 
tion; (b) those employed on a sharecropper basis. These irrigation companies 
in Louisiana supply water for the farmers’ rice crop in return for one-fifth of 
the crop harvested. Those irrigation companies in Louisiana are still paying 
as little as 40 cents an hour to their employees while they exact a rake-off of 20 
percent of the farmer’s crop for their services. We also urge the removal of 
this fraudulent exemption now in the law. 

In 1954 and again in 1956 I had an opportunity to attend a biennial congress 
of the International Landworkers’ Federation—which is a part of the Interna- 
tional Confederation of Free Trade Unions—to meet representatives of other 
unions and to learn about the conditions of agricultural workers in the ad- 
vanced industrial countries of western Europe. On these two short trips I was a 
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guest of the agricultural workers’ unions and visited Sweden, Norway, Western 
Germany, Holland, Austria, and England. I made inquiries about the kind of 
wage and hour legislation that had been developed for the protection of avricul- 
tural workers. In most of the countries I visited, I found that there was some 
form of regulation of wages and working conditions on the farm. Although 
most of the farm operations are much smaller than those in the United States 
and there was less mechanization, and more manpower required for production, 
our country lags far behind in social legislation applicable to farm workers. 

In addition to being excluded from protection of the minimum wage law, 
American citizens working on the factory-in-the-field farms are excluded from 
protection of the right to organize and bargain collectively with their employers 
under the Labor Management Relations Act. They are also excluded from the 
penefits of unemployment insurance and by most States, even from workmen’s 
compensation laws. It was not until 1953 that most agricultural workers were 
prought under the old-age and suvivors’ insurance provisions of social security. 
In 1956 a large number of agricultural workers so recently included were 
removed from social security by a change in the law for such coverage. 

I include a table of average earnings of hired farm workers in the United 
States and of those working in manufacturing industries from 1941 through 
1956. This table shows a reduction in the ratio of earnings of agricultural 
workers over the 15-year period. The earnings of farm workers reached their 
highest point years age in 1946, when they were 48 percent of the rates paid 
industrial workers. They are now less than 36 percent. 


Average hourly earnings of hired farm workers and of workers in manufacturing 
industries, United States, annual average 1941-54 


| | Ratio of farm 
Date Dollars Dollars | to manufac- 
(farm) (factory) turing hourly 
| earnings 
| 


1941__- “ i - 729 | -29 
1942__. . 853 | oa 
1943__. . 961 | .37 
1944. 1.019 | 42 
1945. bo | 1. 023 | .47 
1946__ an 1. O86 . 48 
1947. 1. 237 | . 45 
1948__. 1. 350 .43 
aa : . 1.401 | . 40 
1950 | 1, 465 | . 38 
1951 | 1.59 | . 39 
1962...__ 1, 67 . 40 
1953... Lag) . 38 
1954__. 1,81 | . 365 
1955... _- it 1.88 | . 359 
1956 1.98 | . 356 





Source: U. S. Department of Agriculture—Farm Labor Reports. 


In contrast with the above, I include a table of figures assembled by eco- 
nomists for the International Landowners’ Federation which gives the percentage 
of yearly income of farm employees in the advanced European countries in 
relation to earnings of comparable industrial workers of those countries: 


Percent | Percent 
EEE A EAE TE OG inthe J aieuiice uh esu2s t_ds 83 
Men) ize te tesies 1 Sed 72 | MioVien@i<t iso. iit 82 
CNET en aes OL) W. Germany... Jub tees 74 
eis. tutlbol ba ro aL O8 |} Deminaritus 26 gesseicli it. 84 


In England the minimum wages act for agricultural workers was first enacted 
in 1924 and provided that minimum wages should be set in each county after a 
public hearing was held by a tripartite county wage board made up of equal 
representatives of farm employers and farm workers, with an impartial chairman 
appointed by the government, representing the public. In 1948 the original act 
was amended and the minimum wage for agricultural workers is now set by the 
same type of tripartite committe on a national basis. In some respects the 
operation of the minimum wages act in England is similar to the only minimum 
wage regulation provided for American farm workers, that is, under the provi- 
sions of our National Sugar Act which authorizes the Secretary of Agriculture 
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to hold public hearings and fix a wage rate, and to require producers of sugar 
beets and sugar cane to pay that rate as well as abide by the child labor laws, 
as prerequisite to receive Government payments for ao ing sugar beets and 
cane. While the minimum wage regulation in the U. Sugar Act has been on 
the books for over 20 years, the administration of the a by the Department of 
Agriculture can only be compared to what would have happened if tiie Fair 
Labor Standards Act had been administered by the Secretary of Commerce jp. 
stead of the Secretary of Labor. 

Also, the operation of the agricultural wage law in England be compared with 
the operation of the industries committees for Puerto Rico and the Virgin 
islands under the U. S. Fair Labor Standards Act. 

While our unien favors the extension of the minimum wage provisions of the 
Fair Labor Standards Act to agricultural workers employed for 400 or more 
man hours in each calendar quarter of the year as provided in the bill introduced 
by Senator Morse and others, we note that the Secretary of Labor, Mr. James 
P. Mitchell, makes no recommendation on behalf of the administration concern- 
ing agricultural workers. We therefore submit the above ideas which your 
Committee may wish to take into account in its recommendations for legislation 
to extend minimum wages to some of the 114 million agricultural workers. 

At a meeting of the Labor Advisory Committee on Farm Labor held at the 
United States Department of Labor, February 28 and March 1, Secretary of 
Labor James P. Mitchell was asked to support the extension of minimum wage 
legislation to agricultural workers. 

I therefore submit for the record a copy of the recommendations made by this 
official committee to the Secretary of Labor. A list of members of the Labor 
Advisory Committee on Farm Labor is also given. 


RECOMMENDATIONS OF THE LABOR ADVISORY COMMITTEE ON FARM LABOR 


The Labor Advisory Committee on Farm Labor submits the following recom- 
mendations for the consideration of the Secretary of Labor: 

(1) We request the appointment of a tripartite committee composed of repre- 
sentatives of the public, employers, and labor to make an investigation in the 
form of a field study of all aspects of the farm-labor program. 

(2) We support the minimum housing standards promulgated by the Bureau 
of Employment Security. Minor adjustments that do not violate the spirit and 
intent of the security standards are acceptable. The committee urges the Secre- 
tary of Labor to set in motion implementation of these standards and appropriate 
compliance procedures. 

(3) We strongly support the Department of Labor’s request to the Congress 
for additional compliance personnel. 

(4) We raise serious doubts with regard to statements made by high officials 
of the Department of Labor that the Mexican nationals program and other 
programs for the importation of foreign labor are now to be considered a “perma- 
nent” feature of American life. 

(5) We believe that the beginning of a solution to the problem affecting both 
United States and foreign workers is the establishment of a minimum wage law 
for agricultural workers. We urge the Secretary of Labor to fully support the 
extension of minimum wage legislation to this large group of workers. 


LABOR ADVISORY COM MITTEE ON FARM LABOR 


Mr. Paul Christopher, regional director, AFL-CIO, Knoxville, Tenn. 

Mr. Frank Fernbach, economist, AFL-CIO, Washington, D. C. 

Mr. C. J. Haggerty, secretary-treasurer, California State Federation of Labor, 
San Francisco, Calif. 

Mr. Jerry H. Holleman, secretary, Texas State Federation of Labor, Austin, Tex. 

Mr. Herbert T. McCreedy, regional director, AFL-CIO, Detroit, Mich. 

Mr. Frank L. Noakes, secretary-treasurer, Maintenance of Way Employees, 
Detroit, Mich. 

Mr. Delmond Garst, regional director, AFL-CIO, St. Louis, Mo. 

Mr. Lewis G. Hines, special representative, AFL-CIO, Washington, D. C. 

Mr. Serafino Romualdi, inter-American representative, AFL—CIO, Washington, 
aces, 

Mr. Michael Mann, assistant regional director, AFL—C1O, New York, N. Y. 

Mr. B. P. Theiss, regional directors, AFL—CIO, Phoenix, Ariz. 

Mr. Paul Reed, international representative, United Mine Workers of America, 
Washington, D. C. 
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Mr. J. L. Rhodes, southern director, Brotherhood of Carpenters and Joiners, 

Atlanta, Ga. 

Mr. H. L. Mitchell, president, National Agricultural Workers Union, Washing- 

ton, D. C. 

Mr. Mrrcnet.. For about 20 years we have been coming before 
committees of C ongress to ask for extension of minimum w ages to agri- 
cultural workers and there have been a number of committees who ha ave 
made studies of the problems of agricultural workers. 

There has also been one Presidential Commission that studied this 
problem, and practically all of such committees have come up with 
recommendations that minimum wages be extended at least to the 
workers employed on the larger farms which are often called factories 
in the fields, or corporation farms. 

When we asked for the extension of minimum wages to workers em- 
ployed on larger farms, we are referring to nag? who employ as many 
as seven or more, and up to perhaps as many as 2,000 workers. 

I cite a case In my statement of an iekon le of one of these farms, 
the Di Giok gio Fruit Corp., which owns 31,000 acres of land in Cali- 
fornia, some 4,000 acres in Florida, and employs, according to the 
company reports, about 2,000 workers. 

They do not say how many extra seasonal workers that they do 
employ but that is even more, perhaps 4,000 or 5,000 total they have at 
the peak of their season of employment. 

During the time that we have been asking for extension of minimum 
wages to agricultural workers, representatives of some of the farm 
organiz :tions have been pleading that farmers are too poverty str icken 
to pay a fair wage or a living wage to their workers. They claim 
that this would be, the extension of such coverage would seriously 
affect the little farm. 

Well, we are aware of the plight of the small farmer. In the last, 
between 1950 and 1954, some 600,000 of the small farmers were dis- 
placed from the land. 

One of the factors in this is the competition of the larger farms for 
the market because they can do such things, they can produce farm 
products more efficiently, perhaps, than can a smaller operator with 
less machinery and without a supply of labor such as is often the 
case of the larger farmers. 

There are about 2 million workers employed in agriculture over 20 
days per year. Of this number, approximately 800,000 are what is 
known as seasonal workers or migratory workers, and about half of 
that number, nearly half a million, are imported from Mexico and 
other foreign countries each year. Most of these workers are e mployed 
on the larger farms, particularly in the Southwestern States; and it is 
there in those States that vou find the lowest wage rates. 

The argument that agriculture is small business operation is not 
altogether true when you look at it as a whole. Agriculture is the 
largest single industry in America. It produces nearly $35 billion 
worth of produ: ‘ts a year. 

Our working population is 37 percent less than it was 25 years ago, 
how produce 54 percent more products. 

Also, there are some farms which have an average investment of in 
excess of $50,000 per man working on their farms. There are—the 
average in the manufacturing industry is $8,000 per man, average 
investment, whereas the average in agriculture is $14,000. 
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The average wage rates, according to the Department of Agriculture 
for 1956, were 80 cents per hour. That, of course, is an average and 
it includes all types of farm employment and not necessarily just those 
who are working for wages. It may also include the supervisory 
employees. : 

On January 1, 1957, the Department reported that there was an 
average wage for those workers who were employed in the last week 
in December of 95 cents an hour plus board and room. 

I also want to call your attention to a table in my statement which 
appears on page 6; gives the average farm earnings as compared with 
earnings of factory workers. It should be noted that farm wages 
reached a high point in 1946 or 46 percent of factory earnings while 
in 1956 they had fallen to less than 36 percent of such factory earnings, 

As contrasted with what is happening in our country, I am also sub- 
mitting figures on the percentages of farm wages in relation to indus- 
trial wages in several advanced countries in Western Europe where 
farm work earnings are from 72 percent to 94 percent of industial 
earnings. 

I am including also in my statement recommendations recently made 
to the Secretary of Labor by the Labor Advisory Committee on Farm 
Labor which met here March 1 and February 28. We asked the See- 
retary of Labor to support the establishment of minimum wages for 
agricultural workers. 

I understand that a representative, one of the large farm organiza- 
tions, appeared here a few days ago and made his objections to the pos- 
sible extension of minimum wages to agricultural workers; stated 
that farmers could not keep adequate records. 

Well, I happen to know that farmers do keep all sorts of records, 
particularly those larger farmers where they employ not only a lot 
of labor but they have to do real cost accounting job to keep up with 
their business. 

This, he also stated, I believe, that piece rates in agriculture, that 
it could not be, you could not enforce a minimum wage. These argu- 
ments are the same as were made years ago by certain industries when 
the minimum wages were first proposed. I am sure it has been found 
possible, although many of these industries are not covered by mini- 
mum wages, and they have been able to keep both the records and 
records on piece rate earnings. I am sure that could be done in agri- 
culture. 

I also refer to, which a previous witness also briefly referred to, 
the sharecropper exception in the present Minimum Wage Act. This 
was an amendment introduced by Senator Ellender, of Louisiana, when 
the act was up for revision in 1949. 

There has been a Supreme Court decision which held that irriga- 
tion companies engaged in supplying water to farms on a profit- 
making basis were covered by the minimum-wage law; and this bill 
was designed to exempt about 25 irrigation companies in south Louisi- 
ana who furnish water for ricegrowers, for rice farmers. They col- 
lect 20 percent of the rice for supplying this water. 

On that basis they were held to be sharecroppers. According to all 
I have ever known about sharecroppers, particularly the cotton and 
tobacco workers who received as wages a portion of the proceeds of 
the crop, and they had a similar relation to an employer as that of a 
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worker, and this involved some 25 corporations engaged in supplying 
water. 

I understand that there has now been a similar decision by the 
Supreme Court on applic ation of minimum wages to certain groups of 
workers engaged in preliminary processing of tobacco. I am not 
familiar with. the decision, but I know that there have been some 
changes particularly occurring in the packing of fresh fruits and 
vegetables. Formerly, such work was done in the packing sheds and 
the workers were paid the minimum wages and were also covered by 
collective bargaining contracts. The process of vacuum cooling of 
express cars used in the transportation of fresh fruits and veget tables 

made it possible for this packing work to be done in the fields and 
some between 5,000 and 10,000 workers, particularly in California 
and Arizona, lost their jobs, at least 90 percent of them did; the jobs 
were transferred back to the fields where the work was done instead of 
for, as union a provided, a $1.50 an hour the work was being 
done at 70 or 75 cents an hour by imported Mexican workers directly 
in the fields. 

It seems to me that this is another case where they attempted to 
remove more workers who are now possibly covered by the minimum 
wage. 

I understand a bill has been introduced by Senator Stennis and 
Senator Holland to this effect. 

I believe I touched at least on the high points of my statement. 

Senator Krennepy. Mr. Mitchell, have the Agricultural Committees 
of the House or Senate ever indicated in any report or resolution 
that they considered it desirable from their expert knowledge that 
minimum wages be extended to agricultural workers? 

Mr. Mircuett. Not to my knowledge. They have, some years 
ago—the House—I appeared before the House Committee on Agri- 
culture, and one of the members had an amendment to the Agricultural 
Act which would take, require the Secretary of Agriculture to take 
into consideration the cost of hired labor in calculating the parity or 
price guaranty program, and that was afterwards enacted. 

I argued at that time if you are going to take into consideration 
the cost of hired farm labor, why not give the hired farm labor some 
benefit by setting up a minimum w age? 

As far as I know, Mr. C hairman, it has not been any resolution by 
either agricultural committee in favor of the extension. 

Senator KennebDy. Do you think that this committee has a respon- 
sibility in this field? The Agriculture Committee has also some 
responsibility. Do you feel that they would be in favor of your 
program or a related program ? 

Mr. Mirenetx. I doubt very much—this is actually a labor prob- 
lem. Itshould be handled by the Labor Committee and the regulation 
of minimum wages ought to be handled by the Department of Labor 
which is set up for that purpose. 

Now, the only minimum wage regulation we have in agriculture is 
the requirement under the National Sugar Act that wages be paid to 
workers in sugar beet and sugarcane fields which are set by the See- 
retary of Agriculture. 

In my opinion, authorizing the Secretary of Agriculture to set 
wages for workers, it would be similar to turning over the Fair 
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Labor Standards Act to be administered by the Secretary of Com- 
merce because the Department of Agriculture is the representative 
of the farmers and in this case of the employers. It has not worked 
too well as far as increasing the wage rates for several reasons. 

One of the things the Secretary 1s bound to take into considera- 
tion is the wages previously determined by other Secretaries of 
Agriculture. And it is also tied to the price of sugar with the result 
that, for instance, in Louisiana last year they set as a fair minimum 
wage 42 cents an hour. 

Senator Kennepy. What is the basis for the 400 man-days of 
employment per quarter as a criterion for coverage ? 

Mr. Mrrcneiy. That is based, as I understand it, it figures out in 
terms of seven or more workers employed in a calendar quarter. I per- 
sonally would think that they might even go lower. It might be 
300 man-days which would be somewhere around 4 or 5. 

Senator Kennepy. The Farm Bureau representative mentioned 
that this kind of farmwork is almost piecework, that it would be 
extremely difficult to estimate the real income of employees on the 
size farms we are talking about—in terms of housing, meals, and so 
forth which are often furnished, and also there are irregular work 
hours involved. In other words, the problem of bookkeeping and 
other administrative details would be an impossible burden on a 
farmer whose income is dropping. 

Mr. Mircuett. | don’t think that is any more true than it would be 
of workers employed in an industry. For instance the garment in- 
dustry, much of the work is done on a piecework basis or formerly 
was done a piece-rate basis, and it was fairly easy for them to deter- 
mine what the hourly rates were. 

I think that is true. I would like to say this business of supplying 
the worker with housing, with other perquisites, is not as prevalent 
as one would think these days, particularly not on these larger farms. 
Those that I have seen, it is seldom that any of those things are 
furnished except, perhaps, in the case of Mexican nationals where 
they are required by law to provide them both with housing and 
with transportation. But as far as domestic workers are con- 
cerned 

Senator Kennepy. Do you recommend overtime provision, too, 
after 40 hours? 

Mr. Mrrcueti. There should be some type of overtime provisions, 
I think. I have seen and made studies of such regulations in other 
countries and there it is figured on the basis of overtime after an 
annual or quarterly employment. 

Senator Kennepy. What percentage of the farmworkers who 
would be covered by your recommendations are now getting less than 
a dollar, do you estimate ? 

Mr. Mrrcnetyi. I would say probably less than half, according to 
the last figures which I have seen. The averages for the State by 
State for the country as a whole, they are, with few exceptions, the 
Department of Agriculture reports that they are getting anywhere 
from 90 cents to over $1 an hour. 

For instance, in Massachusetts, the average of 1956 was $1.18 an 
hour. 

Senator Kennepy. In what State? 





Mr 
very 
Se 
ask y 
M 
Sel 
fying 
not v 
Se 
his t 
sect i 
tions 
Se 
ciate 
in th 
I; 
have 
Mite 
Se 
in th 
M 
Se 
I wo 
one § 
Cert 
Eve 
Qua 
I 
of t 


who 
cove) 


Hon 


D 
pen¢ 
mun 

OF 
med 
exte 
und 

(‘ 
Opi 


MINIMUM WAGE PROTECTION 365 


Mr. Mrrcne.. Your State. Of course, not too many farms and 
very few large ones. : 

Senator Kennepy. Senator Morse is here and he might want to 
ask you one or two questions, Mr. Mitchell. 

Mr. Mrrcuei. All right; be delighted to. 

Senator Morse. Mr. C hairman, Tam sorr y I was late. I was testi- 
fying before the Subcommittee of the Interior Committee. I could 
not very well be in two places at once. 

Senator Kennepy. You know Mr. Mitchell. He has just concluded 
his testimony, Senator, in support of your bill, particularly those 
sections dealing with agricultural workers. Do you have any ques- 
tions for him? 

Senator Morss. I will read his testimony very carefully. I appre- 
ciate his testimony in support of my bill, and on the need for coverage 
in this field. 

I shall weigh very heavily on testimony, Mr. Mitchell, and if I 
have any comment I will make it for the record, or either call Mr. 
Mitchell back if we think it is necessary. 

Senator Kennepy. As I said at the beginning, he has been a voice 
in the wilderness in this field for a long time. 

Mr. Mrrcnen.. That is quite true. "Thank you, sir. 

Senator Morse. While we are on the point, if I may, Mr. Chairman, 
I would like to have two insertions in the record. with your per mission, 
one a letter dated February 28, signed by Mr. Neil Amiot, of the Amiot 
Certified Cleaners of W yandotte, Mich., and Mr. Ernest Prete, the 
Ever Ready Cleaners, Lincoln Park, Mich., and Mr. Walter Baker, 
Quality Cleaners, Lincoln Park, Mich. 

I think this is, if I may read it, a paragraph that gives the thesis 
of the letter, and I ask that the whole letter appear in the record. 

Senator Kennepy. Certainly. 

Senator Morse. (reading) : 

I would like to inform you that there are a good many independent cleaners 
who are not opposed to the extension of coverage of the minimum wage law to 
cover the cleaning industry. 

And then set forth the reasons. 

I find, Mr. Chairman, that it is a false assumption that employers 
are automatic ally going to be opposed to my bill. 

In fact, I find that more and more employers, as they come to study 
the sound economic and humanitarian objectives of the bill, agree 
with its purpose and desirability. 

(The letter referred to is as follows :) 

AMIOT CERTIFIED CLEANERS, 
Wyandotte, Mich., February 28, 1957. 
Hon. WAYNE Morse, 
United States Senate, 
Washington, D. C. 

DEAR Senator: I would like to inform you that there are a good many inde- 
pendent cleaners who are not opposed to the extension of coverage of the mini- 
mum wage law to cover the cleaning industry. 

Our firms and most of the independent cleaners in the Detroit area, small nnd 


medium sized, are now paying a minimum of $1 an hour or better. Therefore the 
extension of coverage to our firms would not have an inflationary effect or cause 
wndue hardship. 
Contrary to the impression that opponents of the bill attempt to give, it is our 
opinion, that it would have very little effect on small- and medium-sized business. 
S9646—57 
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And for this reason, there would be at the most, no more than 1 or 2 people 
affected, who are not making the minimum wage and it would add very little to 
their cost of operation. This is true, according to our knowledge of the opera- 
tions of 36 plants, belonging to our Michigan Cleaners Association in the Detroit 
area, which employ from 5 to 40 people in suburban Detroit. Of course, in the 
small, strictly family business the minimum wage would have no effect. 

‘The opposition to the minimum wage coverage is spearheaded by large chain 
operators. This is particularly true in large urban centers such as Detroit. Ingo. 
far as there is no minimum wage base in our industry, many hundreds of em- 
ployees are earning from 65 to 80 cents an hour for a 48- to 55-hour week right 
in the Detroit area. 

This pattern is followed throughout the country in chain operations and at 
even a lower rate in certain sections of the country. 

To sum up, this legislation, if enacted, would benefit small- and medium-sized 
firms (who do the great bulk of the dry cleaning in the country) and would have 
very little effect on their cost structure. It would prevent the further inordinant 


growth of large chains and would go far toward providing a decent wage for 
hundreds of underpaid people. 


We will be glad to further provide information on this if it will be useful. 
Sincerely, 
Ne H. AMIorT, 
AMIOT CLEANERS, 
Wyandotte, Mich. 
ERNEST PRETE, 
Ever Reapy CLEANERS, 
Lincoln Park, Mich. 
WALTER G. BAKER, 
QUALITY CLEANERS. 
Lincoln Park, Mich. 

Senator Morse. I would also like to insert in the record a letter I 
received under date of March 1, 1957, signed by Max Rittenbaum, 
Rittenbaum Brothers of Atlanta, Ga., The Sanitary Institute of 
America. 

He says: “The Sanitary Institute of America is the national asso- 
ciation of industrial wiping cloth manufacturers.” He explains the 
purpose of the organization. 

e says: “The purpose of this letter is to earnestly solicit your 
support of H. R. 4575, a bill introduced into the House of Repre- 
sentatives on February 7, 1957, by Congressman Augustine B. Kelley, 
of Pennsylvania. In addition to urging your support of the bill as 
introduced, we wish also earnestly to recommend that H. R. 4575 be 
amended in one respect. The amendment proposed has to do with the 
new wording covering laundry exemptions.” 

Here is an interesting employer group, you see, who wants to limit 
even further the exemption in the Kelley bill which also is my thesis 
that more and more employers are beginning to recognize that it is 
the interest of all of industry to see that fellow Americans, no matter 
where they work, at least have the protection, economic and social, of 
minimum-wage coverage. 


(The letter referred to is as follows:) 


THE SANITARY INSTITUTE OF AMERICA, 


Chicago, Ill., March 1, 1957 
Hon. WAYNE MorsE, 


Member, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 
Dear SENATOR Morse: The Sanitary Institute of America is the national asso- 
ciation of industrial wiping-cloth manufacturers. Membership in the institute 
consists of 114 wiping-cloth laundries, all of whom are today covered by the 
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minimum wage and overtime provisions of the Fair Labor Standards Act. 
writer is chairman of the wage-and-hour committee of the Institute. 

The purpose of this letter is to earnestly solicit your support of H. R. 4575, a 
pill introduced in the House of Representatives on February 7, 1957, by Con- 
gressman Augustine B. Kelley, of Pennsylvania. In addition to urging your 
support of the bill as introduced, we wish also earnestly to recommend that 
H. R. 4575 be amended in one respect. The amendment proposed has to do with 
the new wording covering laundry exemptions. Congressman Kelly’s proposed 
pill, on page 8, lines 16-25, reads as follows: 

“(3) any employee employed in any establishment engaged in laundering, 
deaning, or repairing clothes or fabrics by an employer having neither more 
than four such establishments nor more than a total annual dollar volume of 
sales or servicing of $500,000: Provided, That not more than 25 per centum of 
such employer’s annual dollar volume of sales or servicing shall be made to 
customers who are engaged in a mining, manufacturing, transportation, com- 
mercial, or communications business ;’’. 

The change which we recommend is the substitution of “10 percentum” for 
“25 per centum” in line 21. Lines 21 to 25 would then read: “Provided, That not 
more than 10 per centum of such employer’s annual dollar volume of sales or 
servicing shall be made to customers who are engaged in a mining, manufactur- 
ing, transportation, commercial, or communications business ;”. 

In appearances before the Senate Subcommittee on Labor in 1955 and 1956, 
I pointed out the difficulties which face wiping cloth laundries, all of which must 
now pay a minimum wage of $1 in competing with laundries who process wiping 
materials but which are exempt from minimum wage and overtime provisions 
of the Fair Labor Standards Act. Testimony submitted to the Senate Subcom- 
mittee on Labor in 1956 showed hourly laundry wages to be as low as 63 cents 
in Birmingham and Nashville, 66 cents in Atlanta, and 67 cents in Memphis 
during the period May—July 1955 (see p. 44, hearings before the Subcommittee on 
Labor of the Committee on Labor and Public Welfare, U. 8S. Senate, printed by 
the U. S. Government Printing Office). 

Reasons why wiping-cloth laundries should be granted relief from this unfair 
competition were outlined in my appearance before the Senate subcommittee 
in 1955 and 1956. Copies of testimony submitted by the writer are enclosed 
with this letter. 

It is true that H. R. 4575 does grant a partial measure of relief by excluding 
from the exemption those employers having four establishments or more than 
a total annual dollar volume of sales or servicing of $500,000. The exemption 
is also somewhat narrowed by the addition of the word “commercial” in establish- 
ing the 25 percent sales which in the present act may be made to customers 
engaged in “mining, manufacturing, transportation, or communications business.” 

It is our belief that one of the major purposes of H. R. 4575 is to eliminate 
the numerous loopholes which created injustices and unfair competition be- 
cause certain firms are now covered by the act while their competitors are not. 
It was, we believe, to prevent such situations that H. R. 4575 defines “Activity 
affecting commerce” as follows: “includes any activity in commerce, necessary 
to commerce, or competing with any activity in commerce, or where the payment 
of wages at rates below those prescribed by this act burdens or obstructs or 
tends to burden or obstruct commerce or the free flow of goods in commerce.” 
(See p. 4, lines 4-9, H. R. 4575.) 

In defining “Activity affecting commerce” so as to include activities “competing 
with any activity in commerce,” the amendment proposed by Mr. Kelley takes an 
important step toward elimination of unfair competition arising from the act 
as at present written. 

If the spirit of this section were carried through to its logical conclusion and 
applied to the laundry industry, no laundry competing with wiping-cloth laun- 
dries (which are engaged in commerce) would be granted exemption from the 
act. It is not our intention or desire, however, to seek denial of the exemption 
to those laundries engaged almost exclusively in servicing householders. It 
should be noted, however, that even with the limitation on laundry exemption 
which would be established by H. R. 4575, a family laundry, a diaper laundry, 
ora linen supply laundry, doing an annual volume of business of $499,000 could, if 
it so desired, still process and sell wiping materials to the amount of more than 
$124,000 per annum and still be exempt from the minimum wage and overtime 
provisions of the act. Since the annual volume of business of the average 
wiping-cloth laundry is only approximately $250,000 per year, the importance 
of the exemption still permitted in H. R. 4575 is apparent. 


The 
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In the interest of equity and fair play, we again urge you to support H. R, 
4575 but with the important amendment substituting “10 per centum” for “25 
a in that section dealing with the laundry exemption (p. 8, line 21, 

Respectfully yours, 

Max RITTENBAUM, 

RITTENBAUM Bros., ATLANTA, GA. 

Chairman, Wage and Hour Committee, 
Sanitary Institute of America, 


STATEMENT OF MAx RITrENBAUM, PRESIDENT, THE SANITARY INSTITUTE OF 
AMERICA, May 4, 1955 


Mr. RirrenBauM. Honorable chairman and committee members, I greatly ap- 
preciate your consideration in providing time to appear before you to present 
the position of the Santitary Institute of America concerning possible amend- 
ments to the Fair Labor Standards Act. 

I should like to make clear that the testimony I shall give reflects the views 
not only of my firm, Rittenbaum Bros., of Atlanta, Ga., but also of 112 firms 
engaged in the laundering and processing of industrial wiping clothes who are 
members of the Sanitary Institute of America. 

The wiping cloths produced by these firms are sold both in intrastate com- 
merce and in interstate commerce to trade, industry and Government agencies, 
In addition to the 112 members of our association, there are approximately 200 
other firms engaged in the same activity which are not members of our associa- 
tion. I might state here, Mr. Chairman, that most of those who are not members 
are usually of a small type of firm. 

Both association members and nonmembers, however, are governed by the 
provisions of sections 6 and 7 of the Fair Labor Standards Act. Each of these 
firms, therefore, must pay the minimum wage of 75 cents per hour and an addi- 
tional 50 percent for hours in excess of 40 hours worked in any 1 week. 

During recent months a number of bills have been introduced into both the 
Senate and House of Representatives, the purpose of which is to increase the 
present minimum wage under the Fair Labor Standards Act, or to increase the 
coverage of that act. I refer to bills such as 8. 662, Lehman; S. 770, Murray; 
S. 18, Potter; S. 247, Smith (Maine); H. R. 64, Bailey; H. R. 215, Wier; H. R. 
539, Kelly (Pennsylvania) ; H. R. 572, Powell; H. R. 31438, Udall. 

The purpose of my appearance before your committee today is to make known 
the position of the Sanitary Institute of America and of the industrial wiping- 
cloth industry with particular reference to coverage provided by the Fair Labor 
Standards Act. Members of our association and of the industry strongly 
endorse those provisions of S. 662 which would extend coverage to employees of 
employers who are engaged in any activity “affecting commerce” as well as re 
store coverage to employees employed in “and process or occupation necessary 
to production of goods for commerce.” 

More specifically, we strongly protest continuance of the present qualified 
exemption granted to certain laundries under the act as amended in 1949 and 
emphasize that such exemption creates exceedingly unfair conditions of competi- 
tion for members of this associztion, all of whom are subject to the minimum 
wage and overtime provisions of the fair Labor Standards Act. 

The wiping-cloth laundries or processors for whom I speak are, under the 
present Fair Labor Standards Act as amended in 1949, faced with competition 
from other laundries such as family laundries, linen-supply laundries, or indus- 
trial laundries who have been granted a special exemption from sections 6 and 
7 of the act provided that their operations conform to certain standards. These 
laundries are granted exemption provided that “more than 50 percent of the 
establishment’s annual dollar volume of sales of such services is made within 
the State in which the establishment is located and provided that 75 percent 
of such establishment’s annual dollar volume of sales of such services is made 
to customers who are not engaged in a mining, manufacturing, transportation, 
or communications business” (par. 154, sec. 13, Fair Labor Standards Act). 

As a result of the exemption granted laundries meeting the above require 
ments, it is obviously now possible for any laundry which does 51 percent of its 
business within the State and which makes 75 percent of its sales to customers 
who are not engaged in mining, manufacturing, transportation, or commun 
eations business, still to do 25 percent of its annual volume of business through 
the sale of industrial wiping cloths either within or without the State in which 
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the establishment is located without being required to conform to sections 
6 and 7 of the act. 

Since these laundries are not required by law to pay the 75-cent minimum 
or overtime wages they of course have a significant advantage in competing with 
wiping-cloth laundries who are compelled under the law to conform with sec- 
tions 6 and 7 of the act. Laundries engaged in this practice are family laundries, 
linen-supply laundries, and industrial laundries, many of whom wash or re- 
wash reclaimed rags for use as wiping materials or industrial towels. 

It is the firm conviction of members of our association and of the wiping- 
cloth industry that the wage-hour law was not intended to create discriminatory 
conditions of competition in any industry. We are entirely in sympathy with 
the philosophy of minimum wages and maximum hours. We believe, however, 
if we are to be bound by the wage-and-hour provisions of the act, our competi- 
tors should also be so bound. 

As you will recall, prior to the amendment of the Fair Labor Standards Act 
in 1949, the Wage and Hour Administrator held that industrial laundries or 
linen-supply laundries did not come within the scope of the exemption provided 
retail and service trades. The following is quoted from Interpretative Bulletin 
No. 6 issued by the Wage and Hour Administrator on December 7, 1938; revised 
and reissued June 16, 1941: 

“Another example of an establishment which would not be a service establish- 
ment for the same reason is an industrial laundry or linen-supply company 
which cleans or supplies coats, covers, towels, sheets, etc., for railroads, hotels, 
restaurants, beauty parlors, barbershops, stores, hospitals, and other industrial 
or business customers. Such an industrial laundry or linen-supply company, 
unlike the home laundry which serves private individuals, does not stand in a 
position similar to that occupied by the retailer. It possesses attributes similar 
to those of the ordinary wholesaler (e. g., with respect to price, quantity. and 
type of customer) and may not be considered as a service establishment for 
purposes of the exemption.” 

Members of the wiping-cloth industry feel strongly that the interpretation of 
the Administrator quoted directly above is sound and accurately reflects the 
intention of Congress. It has the additional virtue that it does not create an 
arbitrary preferential or discriminatory status for any segment of the laundry 
industry. 

In view of the amendments of 1949, which create a special exemption for 
laundries meeting certain conditions, it appears now that the only means of 
securing relief for our members and of restoring them to a position of equality 
in competing with their exempt competitors is through an amendment to the act. 
We urgently recommend that in the interests of fair play, the Fair Labor Stand- 
ards Act be amended so that exemption from the wage and hour provisions shall 
not extend to any laundry which competes with industrial wiping-cloth laundries 
which are without exception covered. 

Senator, may I invoke this comment here. I notice today that someone is 
going to represent the laundries. I might say this. Personally I happen to 
know that the laundries are having a difficult time. We are not trying to fight 
the laundries in our association, but we do feet that some provision should be 
made to protect our industry so that those laundries will be prevented from 
securing exemption if they participate in any industrial type of laundering. 

If they will eliminate their industrial type of launderng, we feel we do not 
care what exemptions are given them. But we do feel when they come in and go 
to taking away the industrial business under which we are governed by the 
minimum wages, then we should get relief and have them so bound by the same 
provisions of the Fair Labor Standards Act as we are. 

Senator Dovc.ias. But if the industrial work which they do in a given laundry 
is only a small fraction of their domestic laundry? 

Mr. RirrensauM. Unfortunately, Senator, what is happening in this country 
today is that a number of these laundries are dividing that percentage up by 
dividing their own business up into little neighborhocd laundries, we will say; 
although the corporate ownership is actually the same at the top. They are 
setting up individual ownership, and it is a subterfuge. They are able to divide 
this percentage up. 

Senator Dovetas. Therefore they can have a specialized laundry? 

Mr. RitrensauM. That is right. Frankly, you will find that in every com- 
munity today. More and more of them are going into industrial type of launder- 
ing and it is hurting our industry. 

Senator Dovetras. In the same establishment? 
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Mr. RiITTENBAUM. What they are doing is setting up small establishments jp 
neighborhoods and they are running them under different names. But yet it al 
evolves eventually down to the same ownership. It has become a very unfair 
type of competition. 

The present unfair and discriminatory exemption available to those laundrieg 
meeting the requirements of paragraph 154, section 13, create a competitive handi- 
eap for wiping-cloth laundries which it is almost impossible to overcome in the 
open market. This unfair and discriminatory exemption should be eliminated 
from the Fair Labor Standards Act. Toward that end we strongly recommend 
the adoption of those provisions of S. 662 which would extend coverage to all 
employees of employers who are engaged in any activity “affecting commerce” 
as well as restore coverage to employees employed in “any process or occupa- 
tion necessary to production of goods for commerce.” 

Our prime concern is the elimination of the exemption now granted to those 
laundries above described and we are not committed to the particular language 
contained in 8. 662 above quoted. Any other amendment resulting in the same 
goal will equally meet with our approval. 

Senator Doucias. May I ask you: Have you prepared the text of an alternative 
amendment? 

Mr. RITTENBAUM. No, sir. We could easily do so, Senator. 

Senator Doveias. I wondered if you would do so and submit that. Then it 
would be printed at the conclusion of your remarks. 

Mr. RitTENBAUM. All right, sir, I will gladly try to do that. 

Senator Dovetas. May I ask this: In general does the provision in Senator 
Lehman’s bill, S. 662, meet with your approval? 

Mr. RitTENBAUM. Yes, sir. I am not too familiar with it; but the provisions 
which would eliminate this unfair competition of service industries would meet 
with our approval. Primarily what we are concerned with is some way of cover- 
ing up that loophole whereby these service industries can participate in industrial 
and interstate commerce and yet have a loophole to get out. 

Senator Dovuetas. So in general on this feature, you approve Senator Leh- 
man’s language, even though you might be able to improve it somewhat? 

Mr. RITTENBAUM. We will try. 

Senator Doueias. Thank you very much. 
Mr. RITTENBAUM. Thank you, sir, for the time. 


STATEMENT OF MAX RITTENBAUM, WAGE AND Hour ComMMITTEEF, SANITARY 
INSTITUTE OF AMERICA, May 16, 1956 


Mr. RittENBAUM. Mr. Chairman, I am Max Rittenbaum, of Rittenbaum Bros. 
of Atlanta, Ga. 

I represent the Sanitary Institute of America, which is an association which 
is composed of 113 firms engaged in the laundering and processing and industrial 
wiping cloths which are members of our association. 

I might say that although you stated this morning that this is for those who 
are opposed to extension of coverage, actually I am interested for our association 
in extension of coverage. 

Senator Dovetas. That is very interesting. 

Mr. RItTeNBAUM. So, I am afraid that some of the people here might not care 
for the testimony which I am going to present. 

Senator DouGLas. We will give the opponents that much additional time. 

You testified last year? 

Mr. RItTENBAUM. Yes, sir. I testified last year. And I make reference to that 
in this testimony. 

Honorable chairman and committee members, I greatly appreciate your con- 
sideration in providing time to appear before you to present the position of the 
Sanitary Institute of America concerning possible amendments to coverage of 
the Fair Labor Standards Act. I should like to make clear that the testimony 
I shall give reflects the views not only of my own firm, Rittenbaum Bros., of 
Atlanta, Ga., but also of 113 firms engaged in the laundering and processing of 
industrial wiping cloths who are members of the Sanitary Institute of America. 

The wiping cloths produced by these firms are sold both in intrastate commerce 
and in interstate commerce to trade, industry, and Government agencies. In 
addition to the 113 members of our association—— 

Senator Doveras. I notice that you had 112 last year. So, your association 
has added to its membership. 
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Mr. RITTENBAUM. We are growing, unfortunately, not as good as we should. 

There are approximately 200 other firms engaged in the same activity which 

are not members of our association. Both association members and nonmembers, 

however, are governed by the provisions of sections 6 and 7 of the Fair Labor 

Standards Act. Each of these firms, therefore, must pay the minimum wage of 

$1 per hour and an additional 50 percent for hours in excess of 40 hours worked 

in any 1 week. 

You may remember that the writer appeared before your committee on 

Wednesday, May 4, 1955, to present reasons why the special exemption from 

sections 6 and 7 of the act, granted certain laundries, should be eliminated or 
amended. I referred specifically to the exemption conferred by paragraph 154, 

section 13, Fair Labor Standards Act, which provides exemption from sections 
6 and 7 for laundries provided that “more than 50 percent of the establishment’s 
annual dollar volume of sales of such services is made within the States in which 
the establishment is located, and provided that 75 percent of such establishment’s 
annual dollar volume of sales of such services is made to customers who are not 
engaged in a mining, manufacturing, transportation, or communications busi- 
ness.” A copy of my statement formerly presented to your committee, outlining 
the position of the Sanitary Institute of America and the wiping-cloth industry, 
will be found on pages 1098-1101 of part 2 of the hearings before your subcom- 
mittee. Copy of that statement has also been appended to the copies of my 
present testimony which has been sent to the staff director of your committee. 
Although to date no action has been taken by Congress to eliminate this exemp- 
tion or to increase coverage of employees under the act, it is my understanding 
that the function of this committee is to consider the matter of increased cover- 
age. I quote the following from President Eisenhower's state of the Union 
message delivered to Congress on January 6, 1955: 

“First, in the past 5 years we have had economic growth which will support 
an increase in the Federal minimum wage. In the light of present economic 
conditions, I recommend its increase to 90 cents an hour. I also recommend that 
many others, at present excluded, be given the protection of a minimum wage.” 
From this statement, it appears that the matter of increased coverage will 
receive support from the President. 

I am sure you will agree that the present exemption granted to those laundries 
as defined in paragraph 154, section 13, creates a serious economic hardship for 
wiping-cloth laundries which are, without exception, subject to the present $1 
ninimum wage. This handicap has been substantially increased because of the 
increase in the minimum wage which became effective March 1, 1956. Whereas, 
before March 1, wiping-cloth laundries were compelled by law to pay 75 cents per 
hour while their exempt competitors were paying as little as 50 cents per hour, 
at the present time wiping-cloth firms are compelled to pay $1 per hour while in 
certain areas the exempt laundries may still employ labor at 50 cents per boar. 
With such a wage differential, it is not surprising that many laundries take con- 
siderable pains to limit their sales of services to 75 percent to firms not engaged 
in mining, manufacturing, transportation, or communication so that they may 
have the privilege of still doing 25 percent to firms who are engaged in these 4 
activities. 

I might inject here, Senator, something which I don’t have in my state- 
ment. That you will oftentimes find laundries will establish 3 and 4 firms under 
different names so that they will be sure to come under this exemption of not 
engaging in more than 50 percent of their business in interstate and industrial 
business. 

In the South particularly, certain laundries doing industrial washing, are 
branches of huge family laundries which do a total annual volume of business 
of $1 million or more. Certain of these laundries set up a separate sales corpo- 
ration to handle their sale of products or services to industrial customers. Such 
alaundry, doing a total annual volume of $1 million may sell as much as $250,000 
worth of its products or services to businesses engaged in mining, manufacturing, 
transportation, or communications, and still legally be exempt from the minimum 
wage and overtime provisions of the Fair Labor Standards Act. Wiping-cloth 
laundries, all of whom are covered by the minimum wage and overtime provi- 
sions of the act, simply cannot meet such competition. 

In addition to family laundries and linen supply services who have for years 
taken advantage of this loophole in the law to undersell our industry, numerous 
diaper laundries have recently seized this opportunity to branch out into the 
processing of wiping cloths or towels, thus further encroaching on markets 
formerly held by wiping-cloth laundries. 






























































































































































































































































372 MINIMUM WAGE PROTECTION 








And, I might state here, that I was told just before I made this trip that the 
diaper ‘association is now encouraging every one of their members to go into the 
processing of wiping towels, and informing them that they will be exempt from 
the Fair Labor Standards Act. 

So, we have got further competition on our hands. 

They have been able to undersell wiping-cloth processors for the sole reason that 
they have a legally protected privilege to pay wages less than those paid by 
wiping-cloth processors. The manifest injustice of this situation is, I am sure, 
apparent to your committee. 

Please notice the reproduction of the attached columns from the classified see. 
tion of the Atlanta, Ga., phonebook. As an example, the Atlanta Industria} 
Service is listed as having the same address as the Atlanta Tidy Di-Dee Diaper 
Service. 

If you want to see this a little more clearly, I have torn out some pages of 
some old phonebooks. 

Gulf Overall Service is exempt because it rents overalls. It might be noted that 
many of the overall rental services, secure an exemption from the provisions of 
the Fair Labor Standards Act, because they charge the rental to individuals in an 
interstate plant. This charge is made to individuals, even though the plant itself 
is actually paying for the service. The Independent Towel & Linen Service is 
exempt because of its linen rental service. Southern Industrial Rental Service 
is a firm owned by a family laundry that has recently gone into the rental 
service. 

Since preparing this statement I understand there is now an additional family 
laundry, the Crystal Laundry which has gone into this rental service. 

When the $1 minimum went into effect, our firm had to raise its selling prices 
to offset increased labor costs. This, despite the fact that we installed prac- 
tically every type of modern equipment available to our industry. Our increased 
costs made us “sitting ducks,” for these rental services. With their lower cost, 
these rental services have hurt so badly that we have had to discharge approxi- 
mately 25 percent of our labor force. 

Senator Dovetas. Has that been the general experience over the country? 

Mr. RirrenBAuM. Yes, sir. This would be repeated throughout the country, 
Senator. Certainly our industry is entitled to relief from this unfair type of 
competition created by this exemption. Unless some relief is granted, there will 
be many members of our industry who will not be able to survive. Economically, 
this will affect not only these plants but also a vast labor force employed in these 
plants. 

I recognize the difficulty of drafting a law which is 100 percent equitable. I 
realize also that the courts will not uphold a wage and hour act which attempts 
to regulate intrastate commerce. There is no doubt in my mind, however, that 
the laundering or processing of wiping clothes or industrial towels is an activity 
closely related and directly essential to the production of goods for interstate 
commerce. The employees producing these commodities, therefore, are entitled 
to coverage under sections 6 and 7 of the act. I might say this parenthetically, 
Senator Goldwater, in corresponding with me mentioned the fact that he wanted 
to protect States rights. I come from a section of the country that is very def- 
initely interested in States rights right now. 

But I might say that we are not concerned with the protection of States rights 
or anything, but only in trying to get fair competition in this instance. And 
I think that it is not—I think that that is very clear. 

At the conclusion of my testimony before your committee on May 4, 19565, 
you suggested that I transmit to you in writing specific language which would 
amend paragraph 154 so as to eliminate the present inequity and so that it would 
conform to American principles of fair play. On May 31, 1955, I wrote you sug- 
gesting the following language: 

“Laundries or linen supply companies who supply materials for wiping and 
cleaning purposes to customers engaged in mining, manufacturing, transpor- 
tation, or communication business shall be considered engaged in interstate 
commerce ; provided that 10 percent of the total sales volume in rags and wiping- 
cloth services, furnished for mining, manufacturing, transportation, and com- 
munication business, or employees of such firms engaged in interstate commerce.” 

If the above language were adopted, you will note, those laundries now exempt 
would be limited in their sales of wiping cloths to firms engaged in mining, manu- 
facturing, transportation, or communication to 10 percent of their sales as opposed 
to a maximum of 25 percent under the present act. 

In the interest of simplification, I should now like to propose that instead of 
the above language, you consider merely changing the present paragraph 154 by 
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jnserting “90 percent” instead of “75 percent.” The pertinent language would 
then read as follows: 

“more than 50 percent of the establishment’s annual dollar volume of sales of 
such services is made within the State in which the establishment is located and 
provided that 90 percent of such establishment’s annual dollar volume of sales 
of such services is made to customers who are not engaged in a mining, manu- 
facturing, transportation, or communications business.” 

If this amendment is adopted, it will still permit certain laundries to sell 
wiping cloths or towel services up to 10 percent of their total volume without 
being subject to the $1 minimum wage. This amendment is admittedly not a 
perfect answer but a compromise. As an alternative amendment which the 
wiping cloth industry would greatly prefer if there is any possibility of securing 
its passage, would be the following language as an addition to paragraph 154, 
section 18 (3): 

“Provided further, That no laundry shall be exempt from sections 6 and 7 if 
any of its sales or services consist of sales of industrial wiping materials to firms 
engaged in mining, manufacturing, transportation, or communications business.” 

As stated during my former appearance before your committee, my prime 
concern is the elimination of the unfair exemption now granted to many laundries 
with which we must compete. 

We don’t care to eliminate the exemption for the average family laundry. We 
do want to eliminate the exemption for the laundry which will compete against 
our industry. 

Although the changes outlined above are recommended, any other language 
having the same effect will equally meet with our approval. 

Senator Doueias. Thank you very much. 

Mr. RItrENBAUM. Thank you for the opportunity of having appeared. 

Senator Dovue.as. The final witness this morning is Mr. Julian Caplan, of 
the National Retail Furniture Association. 

Mr. Capitan. Mr. Chairman, I am Julian Caplan. I am the director of the 
Washington office of the National Retail Furniture Association. We represent 
some 9,500 furniture stores scattered throughout all the States and in the Dis- 
trict of Columbia. 

It is a pleasure to be in a position this morning of reciprocating some of the 
fine courtesies that the chairman and his fine staff have shown to us in the 
past, both in arranging for time to appear at our convenience, and otherwise. 

I am happy to say in the interest of conserving time that with the permission 
of the chairman, I would like to submit our statement and ask that it be printed 
in the record. These are supplemental views and arguments to those presented 
last year to this subcommittee. 

Senator DovaeLtas. Thank you very much. Both the statement of last year 
and the statement of this year will be studied very carefully. 


Senator Morse. While I am still speaking to the record, may 1 
clarify the record on one point? It is my understanding that the 
Senator from Colorado, Mr. Allott, asked a witness whether or not 
the AFL-CIO wrote my bill for me, and I think that it is due to 
the record that I make a statement as to the origin of my bill. 

I took the bill from the House. The bill was introduced on the 
House side. I thought it was a good bill. There were even consulta- 
tions among our assistants with regard to the legislation. I took the 
House bill. The record should show that Mr. Biemiller, the legis- 
lative representative of the AFL-CIO, asked me if I would study the 
House bill. 

All groups, lobby groups, know better than to ever come to me and 
ask me to do more than study something. 

I said, [ am interested in minimum-wage legislation; I shall be 
glad to study the bill. I said if I think the bill is meritor ious, I cer- 
tainly will introduce it for the purpose of hearings. I studied the 
bill, was satisfied that it was deserving of the heari ings it is getting. 
In this case, as in all other cases, I shall feel free to vote against the 
bill if the hearings show that it is bad legislation. I shall vote for it 
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or even propose amendments to the bill if hearings show amend- 
ments are desirable or if amendments are offered on . the floor that I 
think are desirable. 

Further investigation shows that the bill is one on which apparently 
the AFL-CIO has had a great deal to do in research and preparation, 
and I want to congratulate them. I think it is fine research. 

But let the record be perfectly clear I do not introduce legislation 
at the request of lobbies. I introduce legislation on the basis of my 
own independent judgment after I have studied the legislation, and I 

always will. 

“Legislative representatives,” which is the polite term for lobbyists, 
whether they are for employers or labor or farmers or teachers—and 
we have them in all those categories and many others—call my atten- 
tion as a Senator to legislation that that particular group thinks is 
meritorious. I owe it to the people of my State to study the legislation 
and reach my independent judgment. 

That is what I have done in respect to this legislation and I was 
very proud to introduce on the Senate side the bill that had already 
been introduced on the House side. But all I have done is introduce 
the House bill and I stand ready now to consider any amendments that 
any witness can show me make this bill a better bill. 

Senator Kennepy. Thank you, Senator. 

The last witness this morning will be Mr. Herbert S. Shockney, 


research director, Laundry Workers’ International Union of the 
AFL-CIO, Indianapolis, Ind. 


STATEMENT OF HERBERT S. SHOCKNEY, RESEARCH DIRECTOR, 
LAUNDRY WORKERS’ INTERNATIONAL UNION, AFL-CIO 


Mr, Suockney. Thank you, Mr. Chairman. 

I have submitted a written statement. However, I have a supple- 
ment to that in the form of certain tables which are explanatory, 
which I did not have time to prepare 75 copies of. I would like to 
submit that at this time to incorporate into the record. 

Senator Kennepy. Yes. They will come at the conclusion of your 
remarks. (See p. 387.) 

Mr. SHocxney. My name is Herbert S. Shockney. My residence 
is in Indianapolis, Ind. I am testifying for the Laundry Workers’ 
International Union, of which organization I am the research director. 

The Laundry Workers’ International Union has approximately 
93,000 members who are employed in laundries and dry cleaning 
establishments. Because of the very limited time at my disposal. 
I wish to limit my remarks to S. 1267 and to that portion of the pro- 
posed legislation which would extend the coverage of the minimum 
wage to activities affecting commerce. 

Early this year I sent a questionnaire to each of our local unions 
requesting them to supply the up-to-date information regarding the 
number of members earning less than $1 per hour. Only about 20 
percent of our locals, with 16 percent of the members, have had time to 
provide the information requested. On the basis of analysis of region- 
al distribution of the returns, I believe I can safely apply these same 
percentages to our entire membership. When we do this, we discover 
that approximately 25 percent or 23,000 of our members, receive less 
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than $1 per hour and 8 percent, or 7,500 of our members do not receive 
overtime pay after 40 hours per week. ‘The reason more people get 
overtime pay after 40 hours per week is that it is easier to establish 
certain fringe benefits in the industry, than it is to increase the mini- 
mum wages. 

If we were to apply these same percentages to the entire industry, 
the laundry and dry cleaning industry employs approximately 500,000 
workers, we would discover that 125,000 workers receive less than 
$1 per hour. 

Actually, I believe the figure would be much larger than that because 
our membership is not very large in the South and the South has 
much lower wages in the laundry industry than other parts of the 
country. 

If we made allowance for the laundry workers employed in the 
South, I believe the figure would probably be nearer 200,000 laundry 
and dry cleaning workers receiving less than $1 per hour. 

Many people are under the erroneous impression that laundry work- 
ers are adequately protected by State minimum-wage laws. Seventy- 
four percent of our members covered by our replies to the question- 
naire are covered by such State laws, but these laws are entirely in- 
adequate and unrealistic and they have not adequately protected these 
workers. 

Another false impression that people have is that the laundry and 
dry cleaning industry is an insignificant mdustry in terms of its 
effect upon the economy. 

According to the 1948 Census of Business, receipts of cleaning and 
dyeing plants and laundry and laundry services total $2,102,344,000. 

I would like to point out that this is almost as much as the total 
receipts in that same year of all of the amusement industries, including 
motion-picture theaters, bowling alleys and similar industries. It is 
almost as much as total receipts of the entire hotel industry in the 
United States excluding the tourist courts. 

Senator Morse. May IL ask a question, Mr. Chairman ? 

Back in 1948? 

Mr. SuHockxney. That is right, sir. 

Senator Morse. You mean that receipts in this industry have greatly 
increased since 1948, as far as total figures would show ? 

Mr. SHockney. Yes. I had a summary of the 1953 census of busi- 
ness and it showed a 40-percent increase between 1948 and 1953 in dry- 
cleaning receipts, and a 7-percent increase in laundry receipts. 

Senator Morse. I thought that needed to be emphasized because 
I think your 1948 figures are quite below present amount of income 
for this industry in our national economy. 

Mr. Suockney. I am sure that is correct and is proved, I think, by 
the 40-percent increase in dry cleaning and the 7-percent increase 
in power laundry sales. The 7 percent does not include the hand 
laundries and a lot of other laundry classifications. 

The Laundry Workers International Union believes that the sub- 
standard wages received by people in the laundry and dry-cleaning 
industry represents a subsidy to the people utilizing these services. 
We believe that it is time that the competition in the industry should 
be placed on the basis of managerial skill rather than upon which 
employer can exploit his employees to the greatest extent. 





376 MINIMUM WAGE PROTECTION 


We would like to make one comment on the inflationary pressure 
which some people have mentioned will result from increasing the 
minimum wage. 

There have been many studies made from time to time of the rela- 
tionship between the wages received and the prices the customer pays 
in the laundry and dry-cleaning industry. 

I have made some of these studies myself in times past. None have 
been made recently. ; 

However, even in those studies published by the United States De- 
partment of Labor there was never any consistent relationship between 
the prices charged the customer and the wage received. 

In many instances, some of the low-wage-paying cities in the South 
charged more for the finished shirt than high-wage-paying cities like 
Seattle, Wash., and Portland, Oreg. Therefore, we do not believe 
that establishing a minimum wage of $1 per hour in the industry will 
result in any consistent price increases. 

I would like to emphasize that statistics and abstract discussions 
about economics do not present the complete picture as far as the need 
to establish a dollar-per-hour minimum in the laundry industry is 
concerned. 

I have talked to many of our members who have explained their 
family and financial problems to me, and I have received many letters 
from members requesting the international union to help them get 
Congress to extend the dollar minimum to their job. 

I would just like to read from one of these letters. I think it is 
rather typical. It is from 180514 31st Street, Galveston, Tex., Feb- 
ruary 26, 1957. 

Deak Mr. SHocKNEY: There are three persons in particular that are really 
in bad shape on account of low wages. 

One of the person’s name is Concepcion Moreno. She has six children in 
school. Her husband is down with cancer and cannot do a thing. Her oldest 
daughter that was helping her is also sick in the hospital. Had a nervous break- 
down and was unable to work. This woman can’t work much either on account 
of her sick patients and only gets 62 cents an hour. 

There’s another one named Maria Longeria. She has a daughter trying to 
educate and she herself is sick. She’s being missing out from work going to 
the clinic. She might have to be operated on and she hasn’t a husband or rela- 
tives, only her small daughter. I know it’s tough for her because she also makes 
only 62 cents an hour. 

There’s Inez Garza. Her husband walked out on her and left her two small 
boys. She has to work hard to support them and send them to school. She is 
a presser and only gets 62 cents an hour. 

Very truly yours, 
LONGINA Ramos, Secretary-Treasurer. 
180514-31, Galveston, Tex. 


(The prepared statement of Mr. Shockney follows :) 


TESTIMONY OF HerRBerRT S. SHOCKNEY REPRESENTING THE LAUNDRY WORKERS’ 
INTERNATIONAL Union, AFL-CIO 


My name is Herbert S. Shockney. My residence is in Indianapolis, Ind. I am 
testifying for the Laundry Workers’ international Union, of which organization 
I am the research director. 

The Laundry Workers’ International Union has approximately 93,000 mem- 
bers who are employed in laundries and dry-cleaning establishments. Because 
of the very limited time at my disposal, I wish to limit my remarks to 1267 
and to that portion of the proposed legislation which would extend the coverage 
of the minimum wage to activities affecting commerce. 

Early this year I sent a questionnaire to each of our local unions requesting 
them to supply the up-to-date information regarding the number of members 
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earning less than $1 per hour. Only about 28 percent of our locals, with 16 per- 
cent of the members, have had time to provide the information requested.’ 
However, the distribution of local unions which have replied was such that I 
believe I can safely apply the same percentages to our entire membership. 
Approximately 25 percent, or 23,000 of our members, receive less than $1 per 
hour Furthermore, 8 percent, or 7,500 of our members, do not receive overtime 
pay after 40 hours per week. If we apply these percentages to the 500,000 em- 
ployees in laundries and cleaning and dyeing, we discover that 125,000 workers 
receive less than $1 per hour and 40,000 do not receive overtime pay after 40 
hours Actually, the number of employees who do not receive overtime pay 
after 40 hours is probably considerably in excess of the 40,000 because wages in 
the unorganized plants are more nearly in conformity with the organized plants 
than are fringe benefits such as overtime. 

Many people are under the erroneous impression that laundry workers are 
adequately protected by State minimum-wage laws. Seventy-four percent of our 
members covered by the replies to the questionnaire are covered by such State 
laws, but these laws are entirely inadequate and unrealistic.* 

The laundry and dry-cleaning industry is not an insignificant industry in terms 
of its receipts and its impact upon the economy. According to the 1948 Census 
of Business, receipts of cleaning and dyeing plants ($844,357,000) and laundries 
and laundry services ($1,257,987,000) totaled $2,102.344,000. Total receipts 
of all amusement industries, including motion-picture theaters, in 1948 was 
$2,349,601,000. Total receipts of hotels, excluding tourist courts, in 1948 was 
$2,172,756,000. The laundry and dry-cleaning industry is comparable, in terms 
of gross receipts, to the entire amusement industry in the United States, or to 
the entire hotel industry. I mention this because many people are under the 
impression that laundries and dry-cleaning shops are negligible in terms of 
their importance in our economy. 

The substandard wages received by laundry workers and dry-cleaning workers 
amount to a subsidy from these workers to the people utilizing laundry and 
dry-cleaning service. Many laundry and dry-cleaning owners, I am sure, de- 
plore the fact that competition forces them to pay substandard wages to con- 
tinue in business. The Laundry Workers’ International Union believes it is 
time to establish competition in the industry on the basis of managerial skill 
rather than upon the greatest degree of exploitation of the workers. 

In this period of inflation there may be some who fear that extending the 
coverage of minimum wages may increase pressures for price increases. I 
would like to say that many studies have been made at various times of the rela- 
tionship between wages and prices in the laundry industry. In none of these 
studies was there any consistent relationship between wages and prices. Some 
areas that paid the lowest wages were receiving the highest prices for laundry 
service. The Laundry Workers’ International Union does not believe that estab- 
lishing a minimum wage of $1 per hour in the industry will result in any con- 
sistent price increases, 

Statistics and abstract discussions about economics do not present the com- 
plete picture as far as the need to establish a $1 per hour minimum in the 
laundry industry. I have talked to many members of our union who have ex- 
plained their family and financial problems to me. I have many letters from 
members requesting that the International Union request Congress to extend 
the $1 per hour minimum to their job. 


Mr. Suockney. I wish to thank the committee, Mr. Chairman, for 
giving me this opportunity to present this evidence, and I sincerely 
1ope that the committee will be able to extend the coverage to include 
laundry and dry-cleaning workers. 

Senator KenNnepy. What percentage of the people in the industry 
are organized ¢ 


14 copy of the summary of these questionnaires is attached as exhibit A. 

2 Distribution by regions of members covered by replies attached as exhibit B. 

*Employment in laundries and cleaning and dyeing plants in July, August, and Septem- 
ber 1956, average 502,300 according to the Bureau of Labor Statistics. See Monthly 
Labor Review, December 1956, table A-—2. 
* See Table of State Minimum Wage Laws attached as exhibit C. 
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Mr. SHocxney. Well, it is a very small percent. We have 93,000 
members out of a total of 500,000. The Amalgamated Clothing 
Workers have some people organized, but I do not know just how 
many. 

Rarvater Kennepy. Approximately what is the average hourly 
wage, in the establishments where you represent employees ? 

Mr. SHockney. Our average minimum wage throughout the entire 
United States would be about 85 cents. It ranges all the way from 
about 60 cents. 

Senator Kennepy. I mean, of the organized workers. 

Mr. SHockneEy. I am speaking of the organized workers. The 
minimum ranges from 60 cents in some of the southern locals, to over 
a dollar in the Northwest. But I have no way of knowing what the 
average wage of the unorganized is. 

Senator Kennepy. What about the New England area? What 
would be the union—— 

Mr. Suockxney. I think our minimum in New England at the 
present time is 80 cents; I am not absolutely certain about that. 

Senator Kennepy. Why is it that you recommend $1 here? Why 
is it that you have not been more successful in getting a better wage 
in the organized plants? 

Mr. Suockney. That is a very good question, Mr. Chairman, 

I think, to answer that question, you have to understand some of the 
problems of the industry. The industry employs—about 65 to 75 
percent of its employees are women. And women are very difficult to 
organize, and especially when they have the problems—this letter 
that I read is really typical—they have these problems. They are 
afraid to stick together in the union, to go out on strike. It means 
a real hardship if they do go out on strike because they just cannot do 
without their wages for a week. 

It is one of the areas that, well, you just do not have the economic 
strength to force the employer in this type of an organization. 

Senator Kennepy. What about down in the Southeast and South- 
west, when the wages are 30 or 40 cents below the dollar? If you put 
the dollar minimum in and affected them, would that cause an increase 
in the cost of business, which would largely result in some unemploy- 
ment because there is an easy alternative for the housewife if laundry 
becomes too expensive. 

That argument has been made. What would be your answer to 
that? 

Mr. Suocxney. I do not believe it will result in any substantial 
unemployment because, as I pointed out, some of the prices charged 
down there are already higher than the prices where they are paying 
a dollar an hour for the service, and I do not see any reason why they 
cannot pay the same wages that other laundries pay that are charging 
less for the service. 

Senator Kennepy. I noticed in the testimony given by the employer 
representatives, that there has been quite a decrease in self-service in 
the last few years; that women were dropping off their laundry in 
the morning and having it done, and picking it up in the evening, 
rather than doing it themselves. Has that been your experience? 
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Mr. SuHockney. You say there was an increase? 

Senator Kennepy. Decrease. 

Mr. Suockney. That has been our experience. There was a while 
that self-service was real popular, and it did have some effect in 
certain cities on laundry sales. However, the fad seems to have lost 
some of its appeal, because—— 

Senator Kennepy. It seems to me, though, that if labor costs go 
up—I am thinking of the place where they might go almost double— 
when customers have that rather clear laavaaaees which might not 
be present in any other industry, there might be some movement again 
toward self-service that might result in some unemployment among 
people who are rather unemployable in other industries because of 
their age or education or background. 

Your opinion is, from your experience, that that is not—— 

Mr. Suocxney. I do not believe that is true, because we have always 
had in the laundry industry competition from the home laundry. 
That is one of the arguments the employers always use in negotia- 
tions, that if we increase wages they are going to have to increase 
prices, and then the housewife will do the laundry in her basement. 

As a matter of fact, this has not happened. We have pushed wages 
up, and the figures show that laundry sales have increased from year 
to year, in spite of this. 

Rhitor Kennepy. I just have one more question. It relates to the 
statement you made about the low wages not resulting in lower prices 
on laundry, at least in your national experience: Do you have any 
material which you could file with the committee to show the cost of 
laundry in different parts of the country, and the relationship it might 
have between the wages paid in those areas? 


Mr. Suocxney. I do not have it with me; I could send it to the 
committee. 


(The material referred to follows:) 


PrIcES AND EARNINGS 
OVERALL RELATIONSHIP 


In order to determine the exact relationship between prices charged the 
customer and earnings received by employees, it would be necessary to convert 
all prices in an establishment, on the basis of business done at each price, into 
a single price unit comparable to what the average hourly earnings figure repre- 
sents for employees’ wages. ‘To secure this type of information would have 
required far more intense study of each individual plant than was undertaken in 
this survey. Some general and rather crucial conclusions can nevertheless be 
drawn from the available information. 

Although, on the whole, there was a slight tendency for higher prices to 
accompany higher earnings, so many laundries deviated from this tendency as 
to warrant the conclusion that higher prices were not an inevitable concomitant 
of higher earnings. 


DEVIATIONS FROM OVERALL RELATIONSHIP 


One has only to compare the lack of wage standarization within a city with 
the highly developed price standardization to realize that many laundries paying 
lower wages than others capitalize on the advantage of charging the same prices. 
In practically every city large enough to support several laundries, some estab- 
lishments paid higher wages without charging higher prices than competitors in 
the same city. To allow some employers to undercut wages while adhering to 
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the city’s standard prices constitutes unfair competition. Such practices are 
a constant threat not only to wage standards but also to the industry’s stability. 

Observations of the earnings and prices actually in existence among competing 
laundries in the same city demonstrate that good wage standards do not inevit. 
ably mean high prices. Efficiencies in management and operating methods and 
increased productivity can often enable employers to pay adequate wages with- 
out proportionate increases in prices. While sometimes higher earnings were 
reported in laundries quoting higher prices, it was not uncommon to find that 
higher earnings went hand in hand with lower prices. 

In addition to the wage-price situation within a city, the relationship between 
one city and another should be considered. Such a city-to-city comparison lends 
supporting evidence to the observation described previously—that higher earp- 
ings do not necessarily cause higher prices. Sometimes they went together, but 
practices in several cities prove that they need not. For example, prevailing 
prices for each of the 3 services studied were identical in 2 South Caroling 
cities, but in 1 of them, Charleston, the 34-cent average earnings of women 
workers were 7 cents higher than in the other, Spartanburg. Even more conclu- 
sive is evidence provided by the cities in which prices were lower but earnings 
higher than in the others. Prices in both Springfield, Mo., and Portsmouth, Va., 
were substantially lower than in Wilmington, N. C., but women’s earnings were 
considerably higher. Similarly, Jacksonville, Fla., charged less and women earned 
more than in Greenville, 8S. C. 


EARNINGS IN SPECIFIC OCCUPATIONS RELATED TO PRICES 


Further evidence that prices do not always reflect wages was found in com- 
paring prices for 2 services with earnings in 2 occupations—earnings which 
might be expected to influence price. The list price of shirts was compared with 
earnings of shirt operatives, and the pound price of family finish was compared 
with earnings of machine pressers, who finish the wearing apparel in family- 
finish bundles. It is recognized, of course, that even in plants or industries of 
relatively well rationalized price structure unit labor costs of a specific item 
are not necessarily covered by the price of that item but, instead, may be de- 
frayed, for a variety of reasons, by prices of other items. Despite this accepted 
business practice, it is nonetheless striking to observe the relatively minor 
influence earnings in these occupations exercise on price. 

Within each region earnings tended somewhat to be higher in laundries quoting 
higher prices. More significant, however, are the marked variations in earnings 
in laundries charging the same price. 

Tables 10 and 11 group those laundries quoting the same price for service and 
show the differences in earnings in these same laundries. For example, mid- 
western laundries charging a 15-cent list price for shirts reported average hourly 
earnings of shirt operatives ranging from a low of 3414 cents in one laundry to 
a high of 5714 cents in another. Compare this with the Southeast. Here, laun- 
dries. charging the same price, 15 cents, showed shirt operatives’ earnings which 
averaged only 19 cents in one plant but climbed all the way up to 68 cents in 
another. The variations in earnings among laundries charging another popular 
price, 16 cents, were just as striking, if not more so. 

The same observation holds true when earnings of machine pressers are 
examined in relation to the pound price of a family-finish bundle. 

Admittedly, the entire problem of establishing a rational relationship between 
prices and wages does not yield itself readily to quick solution of a-b-c simplicity. 
Worthy of mention is the future course suggested by one industry spokesman in 
a manual written to guide war veterans interested in establishing a laundry. 
Glancing at the industry’s postwar problems, this spokesman looks toward a 
period of lower prices, a fair profit, and a 60-cent minimum wage for women 
workers’? (p. 39, Women Workers in Power Laundries, U. S. Department of 
Labor, Women’s Bureau, Bulletin No. 215). 





1 See Victor Kramer, establishing and operating a laundry. U. S. Department of Com- 
merce, Bureau of Foreign and Domestic Commerce. U. S. Government Printing Office, 
Washington, 1946, pp. 189, 190. 
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ire TABLE 10.—Comparison of average hourly earnings of women shirtline operatives 

ty, with list price of shirts, by region’ 
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TaBLe 11.—Comparison of average hourly earnings of women machine pressers 
with price per pound of family-finish service, by region* 
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1 Based on prices quoted for pick up and delivery service. 


Source: p. 42, Women Workers In Power Laundries, U. S. Department of Labor, Women’s Bureau, 
Bulletin No. 215. 


Senator Kennepy. Thank you very much. 

Senator Morse. I would like to have you submit to the committee, 
with comparison of prices charged by the laundries, the wages that 
those laundries pay. My recollection is that, although there is some 
difference in the pattern, regional pattern, the difference in price does 
not begin to reflect the difference in wages. (See tables 10 and 11 
above and supplemental information in the appendix, p. 1062.) 

In low-wage areas the prices for laundry work is so near the prices 
charged in the high-wage areas that the conclusion is inescapable that 
the employer puts the difference in his pocket. 
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May I say, Mr. Chairman, that particularly in view of the penetrat- 
ing questions that you asked of this particular witness, that it brings 
me back to the case in 1942 before the War Labor Board, the National 
Laundry case, in which I wrote the opinion for a unanimous board. In 
that case counsel for the employers tried to justify a 25-cent wage. 

In fact, the record of that case shows that in some laundries the 
workers were getting 19 cents an hour in 1942. ‘The record shows they 
were colored workers. The pigment of a person’s skin could not justify 
any such wage differential. 

The argument was made there, too, that if you raise wages, the house- 
wives will do the laundry in their basements. In my opinion, as 
reference to it will show, which was the unanimous opinion of the 
board—I wasn’t in politics then, and it would not have made any dif- 
ference if I had been—I answered that argument by asking, in effect, 
why must the laundry workers subsidize the housewives of America 
by receiving substandard wages in order to get the housewives to send 
their laundries to the laundry ? 

If substandard wages are necessary, the sooner the housewives of 
America get into the basements and do their laundry, the better. 

And my mail flooded in. It ought to have been in asbestos en- 
velopes, and yet it was interesting to notice the difference of opinion 
on the part of many of those letter writers who did not send the 
hot letters, who were housewives, who said they had never thought of 
it that way before. There is another old ar gument that if you pay a 
decent wage, then many businesses will be forced out of existence. As 
[have alws ays said in my arbitration opinions, we just have to face that 
situation in this country. 

It is better to have some go out of business than to remain in business 
on the basis of a subsidy, “whereby human beings have to work for 
substandard wages in order to subsidize other people who supposedly 
will not use the services of this business unless it is asocial in its wage 
structure. I do not accept the thesis. 

You have some dislocations here and there, but we have to make 
up our minds, it seems to me, in this country, as to what a fair wage 
is, and then we have to say to industry: You have to adjust to that 
wage because, in this free enterprise system of ours, we never can 
justify the condition of exploiting human beings to keep a business 
going. ‘That does not strengthen the free enterprise system, that 
weakens it. I did not accept the need for low wage subsidies in 1942 
and I do not accept it in 1957. 

You have a question of fact: What factual figures represents what 
reasonable men can agree is a fair minimum w age ! 

And once you reach the conclusion, then I happen to believe it is the 
duty of Gove ‘rnment protecting the welfare of its people, to say to 
industry operating in a free enterprise system: You have no more 
right, and we are not going to give you a legal right, to exploit your 
fellow citizens just because 1 they are not ina good bargaining position, 
just because they are women ; and they cannot, as this witness has said, 
they cannot miss a week’s wages and therefore, they will accept exploi- 
tation. 

It is the duty of government to protect the weak at that point. 

I shall make one more point on this, if you will permit me to, 
Mr. Chairman, because, as the author of this bill, I think it is important 
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that my philosophy behind the bill be made a matter of record, ] 
remember in 1939 I was chairman of the converted paper products 
industry work on the Wage and Hour Board. Justice Brandeis’ 
daughter was a fellow member of the board. 

W e sat here in Washington for 10 days and listened to employers j in 
1939, from the great paper mills of America, in certain regions of our 
country, tried to justify a maximum under the wage and hour law of 
25 cents per hour. 

In those days, you remember, under the wage and hour law, you had 
to have an industry board appointed. You had to hold hearings before 
the wage could be raised up toa maximum of 40 cents an hour; and the 
hearings would have to show that the increase recommended by the 
board would not cause great injury to the industry. 

So, for 10 days, we listened to lawyers for these paper mills try to 
justify 25 cents an hour. And one afternoon, Mrs. Rauschenbush. 
Mrs. Brandeis’ daughter, said: 

“The Justice would like to have you come up for te: 

I went up for tea, and the Justice said: 

“Tell me, what is the employers’ case ¢” 

I told him their case, and the famous Brandeis twinkle came into his 
eyes, and he said: 

“Dean, they have not changed their arguments since 1910, have 
they?” 

He went on to explain this was the same argwnent they made in 
1910: What terrible things were going to happen to this industry if 
the Government, protecting the people, insisted the great privileges 
given to industry to operate in this precious system of economic free- 
dom was based upon the requirement that they not exploit human 
beings. 

The decision of the Board, with employer members dissenting, was 
the maximum of 40 cents an hour. 

Two years ago, I was in one of the towns where one of these paper 
mills is located. It was a social event. I was introduced to the co- 
owners and the executives of the mill by the representative of the 1939 
hearings. 

And he said to his fellow executives: 

“You know, you really have met the Senator before, because he is the 
fellow who wrote that 1939 decision you had to learn to swallow.” 

And I said to him: 

“You know, this afternoon I drove around this beautiful mill of 
yours, and I got to thinking, as I drove around, that a lot of people 
have been able to swallow more fr equently since that 1939 decision in 
which is to be found a lesson, I believe. All of those dire predictions 
did not come to pass. It is a stronger mill economically, and in every 
other way, than if he had continued to pay 25 cents an hour.” 

Now, Mr. Chairman, I am not going to speak at length at these 
hearings, but I mention these little experiences this morning because 
I could not say anything more than illustrates more clearly the phi- 
losophy of this bill, as far as this author is concerned. It is based 
upon this thesis: 

That if you are going to protect economic freedom in America. 
upon which politic al freedom is completely dependent, you have to 
protect the people from exploitation of selfish interests, which will 
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always exploit if the Government does not step in and impose the 
minimum prohibitions and the restrictions necessary to protect them. 

And here you are, a witness for one of the segments of American 
labor that is the most difficult to organize, for the very reason you 
give, because your constituency, so to speak, is in an economic posi- 
tion where they cannot be strong bargainers, and so it is easy to vic- 
timize them. And you get all these arguments: 

What is going to happen to the laundry business if you don’t let 
the management go ahead and pay wages that amount to exploiting 
human beings? 

As far as I am concerned, I am perfectly willing to make your 
industry my exhibit A, and there are others, too, but “Tam willing to 
make it exhibit A of the need for minimum-wage legislation, based 
upon exactly the same position I took in the unanimous decision in 
1942. 

Senator Kennepy. I thank you very much, Senator. 

One last question: In talking about the Southeast and the South- 
west, I imagine a large percentage of your workers are older women 
and are lac king i in skills and education. One of the arguments made 
is that this would increase their wages 30 or 40 percent, and prob- 
ably would put them 30 or 40 percent above what is being paid in 
the same area for comparable skill by a comparable person, and that 
this would cause some dislocation and is artificial. 

Would you care to comment on that ¢ 

Mr. SHockney. Well 

Senator Kmennepy. Obviously, a good percentage, I imagine, in the 
South, a good percentage are colored, are they not / 

Mr. Suockney. Approximately 70 percent of our membership 
throughout the United States is colored. I think, in answer to your 
question 

Senator Kennepy. The point I was trying to get at is whether a 
woman, an older woman, a colored woman in a southern State, with 
the limited skills which she could probably have in this work, would 
be receiving much more in any other form of work than she is now 
receiving in her laundry work. If we put up the minimum wage to a 
dollar for her, is that artificial, in view of the local wages being paid? 

What is your view on that? 

Mr. Snockney. I think one answer to that is that the most recent 
study done, or comparison I have seen, of the wages paid the laundry 
industry, ranks the lowest in the United States. 

It is probably true that this large an increase would put them some- 
what above other locai industries in the area, but I don’t think to any 
large degree. 

I mean, and after all, it takes a certain amount of skill to do this 
work, and I don’t believe that, it would result in any displacement of 
the employees because, after all, they are trained for the work, and 
citainty in those unionized areas they would have the protection of 
their seniority and would be retained on the job, and no unemploy- 
ment would result. 

Senator Kennepy. Well, I want to thank vou. 

That material, L think, will be helpful to us in considering this 
problem. 








386 MINIMUM WAGE PROTECTION 


I want to thank you for coming before the subcommittee, and we ap- 
preciate your testimony. 
Mr. Suocxney. I would like to make one other comment, if I may, 
My Chairman, and that is: I understand Secretary Mitchell proposed 
that the coverage be confined to those laundries employing, those 
oe and dry-cleaning establishments employing, 100 or more em- 
oyees. 
’ We take exception to that type of wording in the bill for the simple 
reason that the laundry, the individual laundry establishments, do not 
employ large numbers of workers, and such language in the bill would 

robably limit the coverage to 5 percent of the laundry and dry-clean- 
ing industry. We would like the present language of $500,000 total 
annual volume be retained in the bill. 

Senator Kennepy. In laundries doing $500,000, how many people 
would be employed ? 

Mr. SHockney. Between 15 and 20 percent of the—— 

Senator Kennepy. Counsel was interested in how many people a 
laundry doing $500,000 would employ in the company. 

Ser lesemnes. I am just making an educated guess. It would be 
about 60 people. 

Senator Kennepy. I see. Thank you. 

Senator Morse. This last comment of yours causes me to ask a 
question or two, Mr. Shockney. 

If it should be decided that x cents per hour is a fair wage, fair 
mainimum wage, to maintain a standard of living of health and de- 
cency, is it any less desirable to see to it that an employee in a laundry 
employing 20 workers receive it than a laundry employing 101 
workers ? 

Mr. Snocsney. I think they should all receive it, Senator; but 
you have a practical question of doing it. Certainly, our union is in 
favor of all of the laundry and dry-cleaning workers being covered. 

Senator Morse. Is it your opinion that the Secretary of Labor’s 
line of demarcation, based upon 100 employees, is an artificial and 
unrealistic line, when it comes to evaluating the problem from the 
standpoint of the interests and needs of the workers themselves? 

Mr. SHocsney. It is. 

Senator Morse. I want to say that I have always been at a loss 
to understand that distinction made in these minimum-wage cases, 
and my experience with the first wage and hour law, such a distinction 
represents the proposal that the Government should compromise a 
moral issue in the area reached by Federal legislative jurisdiction. 
We either bottom this legislation on principles of morality or, it 
seems to me, we have no thesis from which to argue. And the theory 
of, basic theory of, the minimum-wage legislation is this moral 
theory : 

People ought to be protected by law from exploitation of selfish in- 
terests. And I think that the Government puts itself in an intolerable 
position when it says it is all right if you exploit them if you hire 
less than 100 workers, but if you hire more than 100 we are going 
to protect them. 

I have always tried to get these problems down to their very simple 
premises: What is the purpose of the legislation? And from there 
I argue. 
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The purpose of this legislation is to protect human interests, and 
I am not going to discriminate against some colored woman or colored 
man or white woman or white man just because they happen to be 
working in a eer that hires less than 100 people. So I complete- 
ly reject Secretary Mitchell’s—certainly, it can be a very unrealistic 
proposal—-because when they use the phrase that you just raised, 

practical considerations,” I reject it. 

What do they mean, practical considerations? There is nothing 
practical about compromising a moral principle. It is just wrong; 
that is all. I do not _—- to compromise it. I do not propose 
to say to one group of employers: I am going to vote to give you mini- 
mum wages because you work in a plant with 100 or more, and another 
group of employees say, I am not going to vote to give you any, be- 
cause they tell me it wouldn’t be practical. 

It wouldn’t, in my judgment, be humane to accept that kind of dis- 
tinction, and I leave that kind of analysis to the Secretary of Labor. 
I want none of it. 

Senator Kennepy. I want to thank you very much for coming be- 
fore the committee. 

Mr. Suockney. I wish to thank the subcommittee for giving me 
this opportunity to appear. 

(The tabular material previously referred to follows :) 


ExuHrsitT A 


Summary of wage questionnaires received from local unions by research 
department of Laundry Workers’ International Union 


Number of Percent of 


members total 
Number of locals answering questionnaire.__..__...........---.-.--.... beeeet ed 41 100 
Number of members covered by locals answering. -.._-- elt dadetesiipaiagic ee ae 14, 948 100 
Classification of members as to hours worked: 
1. Number whose overtime begins after 40 hours per week...-............._- 1, 144 5 
Classification of members as to volume of business: 
2. Number employed by employers with a total annual dollar volume of 
I Se SIND cn ct Ae it hina eerste finniinsaismcamieitictateiier marine iieinaite chlo 2, 254 15 
3. Number employed by employers with a total annual dollar volume of 
Deh 0 IN 0 i ee ee cacncnnnnawindanannmsdeuitedeneitkim 1, 611 ll 
4, Number employed by employers owning chains of more than 4 laundry or 
dry-cleaning establishments_--.......-. jawhnbhne we bie beneeusseance ween. 1, 722 12 
Classification of members as to earnings: 
5. Members earning less than 75 cents per hour. ._.__........-.-.-----2----_- 285 2 
6. Number earning between 75 cents and $1 per hour__............. io - 3, 416 23 
ay en NC IRSNNED DOGG GEOR Wt NONI ow inncieimesemnucchsonsanwemasdwaee 3, 701 25 
8. Number earning $1 or more per hour_-_-.....-----.----.-- wipes ln eid aia Se, 11, 247 75 
Number of members covered by State minimum-wage law___.-_._...---.-- ioctl 11,092 74 
Number of States from which replies were received ..-..........--.-...---... 2. 20 
EXHIBIT B 


Distribution by regions of members covered by replies to questionnaire 


Percentage 
of member- 
ship in 
Percentage zone cove 
of total ered by 
membership __ replies 
Zone I: Connecticut, Maine, Massachusetts, New Hampshire, New Jersey, New 


York, Pennsylvania, Rhode Island, Vermont--.- ai wil addtUl a0 23 13 
Zone II: Illinois, Indiana, lowa, Michigan, Minnesota, Nebraska, North Dakota, 
Se POReM DROtR. WiINOUMMI oo 8 cde ccscccancdhsathiusinccdncsbialtivl... 38 8 


Zone Il]: Alabama, Delaware, District of Columbia, Florida, Georgia, Kentucky, 
Maryland, Mississippi, North Carolina, South Carolina, Tennessee, Virginia, 


West Virginia si ieainciepionce ts lait auabuadnace<eudi texas 4 2 
Zone IV: Arkansas, Kansas, Louisiana, Missouri, Oklahoma, Texas.--- i i 9 35 
Zone V: Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, Wy- 

oming . _ ‘ 3 arth dod in tester @ ro a lok Hedeec dik Gel ects el aided nts rancho 2 42 
Zone VI: California, Oregon, Washington.........-.-...........---- ss abieceiacauiaane 24 26 
Total... Sanna atid pean kacmcaieS inc baat palates eeeenek wien 100 17 








388 MINIMUM WAGE PROTECTION 


EXHIBIT C 


Table of State minimum-wage laws affecting laundries and dry cleaning 


State Lau wait Cleaning and dyeing 
ATR A. RGB pUvenstecobuouiicwoatecaun GOR 
eS OO 8S se Sinmun deep sion ------ $1.25 per day. 
California....-.....- _... $0.75 an hour $0.75 an hour. 
$0.60 an hour for ist 200 hours...----- $0.60 an hour for Ist 200 hours. 
$0.75 for split shift__..—-- .. $0.75 for split shift. 
Colorado. ............... Zone A—$0.80......-...5...5......... Zone A—GO0. 
Zone B—$0.70 iam ninl ..---- Zone B—$0.70. 
Zone C—$0.60 ; ..-. Zone C—$0.60. 
Oonnecticut....-..--- _ $0.75 an hour after Oct. 1, 1951 .- $0.75 an hour, 
$0.70 1st 225 hours. 
Delaware J.) ae a iicwitacets.| ERO. 
District of Columbia___.. $0.75 an hour_-_- aa aca 
$30 for 24 to 30 hours - Tpecuhe ox 
Pe ee eee 
SIE ts icra de noware. : ; None. 
Georgia_........-- Docs 2 ee ek Sa Eo. None. 
SS Ee _ Te $0.75. 
2 20k 6 5h bnct de District 1—28 hours, $11.20 week District 1—28 hours, $11.20 week. 
District 2—25 hours, $10 week - _-- District 2—25 hours, $10 week. 
District. 3—23 hours, $9.20 week District 3— 23 hours, $9.20 week. 
SNE. 3 eee None. , JS aca hikes .... None. 
Iowa oldie iin oiien. | I i a > . None, 
Kansas-.-. wh dw BL Sets aah oeee bcd ‘ . None. 
Kentucky_.___- wy nD NO ris, ibaa te te wees -. Same as laundry, 
Zone 2-—-$0.25 Caserta niceaeenell Do 
IN 6 2.5 ccinde witpiilnciplnnthins Do. 
Zone 4—$0.20__....-- laced a daa Do. 
Louisiana. _---.--- See ae ae oe ee eee None 
OO a ae Not applicable to laundry and ary 
cleaning. eae 4 
Maryland __. ncve sone | ees edged hishdénee la sne (eo 
Massachusetts____- $0.80 an hour. a ahaha _..... $0.80 over 320 hours experience. 
$0.75 less than 320 hours experience. 
IR ath cert hte None Eventtunttaebaedvienns: DOOM. 


Class A—$0.85 an hour. Cities 0 
50,000 or more. 
Class B—$0.79 an hour. Cities of 
: ’ 25,000 to 50,000. 
Minnesota. .------- ..--- Class C—$0.75 an honr. Cities of 
5,000 to 25,000. 
Class D—$0.70 an hour. Cities of less 
than 5,000. 


Same as laundry. 


PR tiesto eileen sca NAD UD lanconcsenciection-eleneesctiriuSrasnccslasboraiexod dale 2 asa) MO 
Ea None_. Guitattunkesseaaatod Te 
New Hampshire__....... $0.60 experienced _- no---ee----.--.-. $9.60 experienced. 
SA NG oi iienck cccantad . $0.45 learners. 
New Jefsey............. yy eee : ... $0.85 an hour. 
$0 80 clerical.......................... $0.80 clerical. 
New Mexico............. $0.50___ FSS PHT aL eS! sb chbndelssk. 
New York_......... .--.. Zone 1—$0.75 Seis wheticaumenbioe $0.80 experienced. 
Zone 2—$0.70 eeihcaiee ..---... $0.75 apprentice. 
North Carolina. ......... None__-. --. None. 
North Dakota... __- .-. $24 a wee 2k with laundry privile ge at Same as laundry 


3344 percent not to exceed $5. 


Ohio... _- .-.--..---. $0.2714 an hour at 45 hours or $12.38._ $0.35an hour at 40 ours or $14 a‘week. 
Oklahoma... __- —- ~ I a oe None, 
I cctetereiee head eae wc, se III ictetiansrew actin x commaram.san saad) MD ORES 
Pennsylvania............ $0.27 an hour wdanedlbbeeess stebewg: Rene 
. $0.70 experienced ...............-.-- r 
Rhode Island_.___..__--. (o:08 Saemenin ok. chat ‘} None. 
South Carolina. -......... . . None, 
scene 15 per week in cities of 2,500 or more.) ee - , 

South Dakota--.-....-- {3 $12 per week in cities less than 2,500__f Same as laundry. 
Temmetees ss. as et. 7 Eee I Elo ....{. None. 
, | MSE EE RR ee enahihice ; bsoeccs | ENORR. 
SN chen iacresce< aie be es | Boe iO, 

Zone 2—0.70..--.- : z . Zone 2—0.75. 
ee Ss. oh ckten None....- Pe 2 hea ea ee 2 ee: 
, Se a a ne . None. 
Washington---..........- $0.65 an hour. shel .. $0.65 an hour. 
West Virginia............ None-.... None, 

$0.70 in villages and cities of 3,500 or 

more. ‘ 
Nin hc eceesritiel $0.60 in villages and cities of more than} Same as laundry. 
1,000, but less than 3,500. 
$0.50 elsewhere in State.....-_-- 


I olde otisertinaien mene — - ae bate J ‘ ee $0.75. 
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Senator Kennepy. The subcommittee will meet again Friday. 
Senator Morse will be the presiding officer, and we will have Mr. 
Joseph A. Beirne, president, Communications Workers of America, 
Washington, D. C.; Max Greenberg, president, Retail, Wholesale & 
Department Store Union; A. F. Hartung, president, International 
Wood Workers of America, Portland, Oreg.; Patrick E. Gorman, 
secretary-treasurer, Amalgamated Meat Cutters & Butcher Workmen 
of North America, Chicago; A. L. Spradling, president, Amalga- 
mated Association of Street, Electric Railway & Motor Coach Em- 
ployees of America, AFL-CIO, Washington; Morris Rosenthal, 
chairman, National Board of Directors, National Consumers League 
of New York; Julia Algase, New York Hotel Council. 

oo at 11:55 a. m., the subcommittee recessed, to recon- 
vene on Friday, March 8, 1957.) 
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PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


FRIDAY, MARCH 8, 1957 


Unirtep States SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTEE ON LABOR AND PuBLIC WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:20 a. m., in the 
Old Supreme Court Chamber, United States Capitol, Senator Wayne 
Morse presiding. 

Present: Senator Morse, presiding. 

Also present: Stewart fk McClure, chief clerk; Roy E. James, 
assistant chief clerk; John S. Forsythe, general counsel; Michael J. 
Bernstein, staff member; and Joseph M. Stone, special counsel to the 
Subcommittee on Labor. 

Senator Morse. The hearing will come to order. Our first witness 
this morning will be Joseph A. Beirne, president of the Communica- 
tions Workers of America. 

Mr. Beirne, we are very delighted to have you appear at this hear- 
ing and present not only as the representative of your union but as 
one who I consider to be one of the outstanding labor leaders of this 
country. 

You may proceed in your own way. If I have any questions after 
you read your statement, I shall ask them. 

Mr. Berrne. Thank you, Senator. 


STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT, COMMUNICATIONS 
WORKERS OF AMERICA; ACCOMPANIED BY MRS. SYLVIA GOTT- 
LIEB, RESEARCH DIRECTOR, COMMUNICATIONS WORKERS OF 
AMERICA 


Mr. Betrne. My name is Joseph A. Beirne. I am president of the 
Communications Workers of America. More than 350,000 workers 
represented by CWA are employed in large cities, small towns, and 
rural communities. They are employed by the giant Bell System, 
by large and small independent telephone companies, and in all phases 
of the communications industry. 

I have with me to aid in my testimony before the committee Mrs. 
Garnet Rathbun, who later will make a statement in our behalf. Mrs. 
Rathbun is one of our members in a small rural community in Mis- 
souri and one of the operators who has been affected in the past by 
the Fair Labor Standards Act. 


We have asked to appear before this committee in support of in- 
creasing the $1 minimum-wage provision of the Fair Labor Standards 
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Act to $1.25 and to urge an expansion of the act’s coverage. We 
wish to urge elimination of the unfair and discrimin: tory, section 
which excludes some os operators from coverage under thie:act. 
The bills S. 1267 and S. 1178 have been introduced which would 
accomplish this objectiv e. 

We agree most heartily with testimony presented by AFL-CIO 
Pr esident George Meany in behalf of the $1.25 minimum wage. It 
is the smallest amount that will bring bare subsistence to an American 
family today. We believe that the minimum wage must be raised 
from its present $1 level to $1.25 in order to assist in sustaining full 
employment and to keep the American economy on a sound level, 

Rather than dwell on points already covered by Mr. Meany, I wish 
to discuss the telephone exemption. Out of hundreds of different 
jobs performed in the telephone industry, a small portion of telephone 
operators employed in telephone exc changes of Jess than 750 stations 
are singled out to be exempt from the protection of the Fair Labor 
Standards Act. All other employees in these telephone exchanges 
are covered by the act. 

The Fair Labor Standards Act as originally adopted did not exempt 
any telephone operators. In 1939, it was amended to exempt telephone 
operators in exchanges of less than 500 stations. In checking the re- 
port which accompanied the original bill to amend in 1939, the reason 
given for this exemption was as follows: 

The exemption for the operators of some small telephone exchanges is neces- 
sary to insure uninterrupted telephone communication service for the farmer and 


for the small rural community. Small telephone companies, on the whole, ure 
unable financially to comply with the wage provisions of the Act. 


The report continues: 


Application of the act to operators in small rural exchanges, who spend only 
part of their working time attending the switchboard, threatens to curtail 
telephone service in rural areas. 

From this report it is evident the word “exchange” and “company” 
were erroneously used interchangeably. The original intent was to 
exempt only small companies employing possibly 1 or 2 operators. 
Under the terms of the present exemption, the Bell System, as well as 
large prosperous independent companies, are per mitted to pay less 
than the established minimum wage in numerous exch: unges. Any 
exemption based on the number of stations in an exchange is contrary 
to the stated purpose of the exemption and permits even the multi- 
billion-dollar Bell System exemption in some of its exchanges. 

The fact that many large companies take advantage of the present 
exemption provisions is illustrated in the following example. 

In the General Telephone Company of Ohio there are two low-wage 
areas which cover such towns as College Corner (219 telephones) , Lew- 
isburg (663 telephones), and Manchester (531 telephones), where tele- 
phone- -operator starting wage rates are 90 cents and 93 cents au hour, or 
10 cents and 7 cents an hour below the present dollar minimum wage. 
General Telephone of Ohio owns and operates over 105,000 telephones 
in 135 central offices. It employs approximately 1,300 workers, and 
its gross annual operating revenue in 1955 was over $9 million. 

It has a total investment in telephone plant of $31 million. More- 
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over, this company is owned by the General Telephone Corp., the 
largest non-Bell telephone holding company in the United States, 
which during 1955 had total revenues of over $350 million with a net 
income of some $31 million. The General Telephone Corp. owns and 
operates approximately 2.5 million telephones and employs some 39,000 
people. | 

I have taken a couple of advertisements out of magazines, Senator, 
which I would like to leave with you to give some illustration of this 
General Telephone System which I am talking about which is per- 
mitted exemption under the law and which does take advantage of the 
telephone. operators’ exemption. I have been told that a copy is up 
on your desk, Senator. 

These are advertisements and they are each identified, 1 coming 
from the Saturday Evening Post of March, 2 coming from the U. 8. 
News & World Report. We picked a few magazines to indicate that 
advertising by this company is not a small local operation but that 
national magazines are used. 

Senator Morse. They will be marked for the purposes of identifi- 
cation as exhibits 1 to 3 in this hearing, the replica of the advertise- 
ment appearing in the Saturday Evening Post entitled “Story of 
Growth—General Telephone System,” will be marked “Exhibit 1” 
for purposes of identification; an advertisement appearing in the 
U.S. News & World Report entitled “Travel and Be Home—General 
Telephone System” will be marked for purposes of identification as 
“Exhibit No. 2” Another advertisement appearing in U. S. News & 
World Report by the General Telephone System, entitled “Thou Hast 
Given So Much to Us, Give One Thing More, a Grateful Heart,” : 
quotation from George Herbert, will be marked as “Exhibit 3.” 

These exhibits will be received as exhibits in this hearing subject 
to the following order. They will be placed in the files of the sub- 
committee and in no way incorporated in the transcript of the record, 
but will be available to the committee for further discussion. 

(The documents referred to were marked “Exhibits 1, 2, and 3,” and 
will be found in the files of the subcommittee.) 

Mr. Betrne. The reason a company, such as the General Telephone 
Corp., can still pay substandard wages is because Congress has not 
eliminated this discriminatory exemption provision from the Fair 
Labor Standards Act. 

While your attention is being directed to many other larger groups 
of workers to which coverage should be extended, we are hopeful that 
this committee will take action necessary to remedy this particularly 
unfair situation applying to at least 22,400-or-so operators in manual 
exchanges. 

We have always maintained that in a country as prosperous as the 
the Tnited States there is no valid reason to exempt any workers from 
protection of the Fair Labor Standards Act. 

The telephone industry is basically a monopoly public utility service 
industry. Its rates as well as its profits are fixed by State and Federal 
regulatory commissions. These companies, with approval, can charge 
whatever rates are necessary to insure a fair return. Changing the 
law could not seriously affect their profits or endanger their com- 
petitive position, since no competition would exist. It would only 
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put an end to subsidy of this service and industry by these women 
telephone workers. 

If there is justification for exempting some industries which are 
eon, and we think not, it certainly does not apply to a regu- 
lated industry such as telephone. 

The telephone companies are literally guaranteed a profit. The 
community expects to be provided with service by the companies, 
Regulatory provision exists to permit an adequate rate of return to 
the companies as well as to protect the community from overcharges, 
Yn all of this the public expects and is willing to pay a fair rate for 
service. 

The public does not expect a small group of women to subsidize 
communities to assure them of telephone service. This, these women 
do when they are paid substandard wages. According to telephone 
management association figures, 22,400 women in manual exchanges 
are exempt by the Wage Act. 

In reality these women are subsidizing the telephone service of 
some communities. 

Congress should no longer be misled by fallacious arguments at- 
tempting to justify continued exemptions or nonextension of coverage. 
Dire predictions have repeatedly been made by ce-agey who have no 
faith in the future of our economic system—while at the same time, 
they profess strongly to the contrary. 

They said in the beginning the wage law would bring economic 
collapse, unemployment, and business failure. Each time the mini- 
mum wage has been improved, pessimists have surged to the front 
to again predict economic disaster, widespread unemployment, human 
suffering, and business failures. These things have not occurred; 
quite the contrary has been the case. 

In a study of the “Results of the Minimum Wage Increase of 1950” 
made in 1954 by the Labor Department under Secretary Mitchell, the 
following comment is made: 

Despite causing significant wage increases, the 75-cent rate appeared to have 
had only minor effects on such variables as employment, plant shutdowns, prices, 
technological change, hiring policies, and overtime work. 

Wage increases are a challenge to good management. They are 
translated into greater productivity by intelligent management. Price 
increases may result. They need not be undesirable in consequence. 
Low prices made possible by substandard wages are consumer sub- 
sidies that should be eliminated. 

It will be argued that removing the telephone exemption will curtail 
service, accelerate conversion to dial, ani being about wholesale appli- 
cations for rate increases. 

The industry is changing to dial as rapidly as possible. They are 
limited mainly by supply and delivery problems. Public service com- 
missions will handle any service curtailment problems in the future 
as they do now, but we predict service will expand rather than 
diminish. 

As for rate increases, if they are genuinely needed, they should be 
made. 





MINIMUM WAGE PROTECTION 395 


I brought to the attention of the committee in 1955 a statement of a 
past president of an independent telephone association, which is true 
and thoroughly justifies removing the telephone exemption. 

He said: 


The standard of living of the inhabitants of the small villages and rural sections 
in this country has been raised tremendously during the last decade. These 
people have automobiles, tractors, airplanes, electric lights, refrigerators, and 


radios, and they want modern, up-to-date and thoroughly reliable telephone 
service. 


Furthermore, they have the money with which to pay for the cost of modern 
telephone service. 


What more convincing argument could we make for removal of the 
exemption. 

We were greatly encouraged when Secretary Mitchell came before 
you gentlemen recommending change of the telephone exemption. 
He said that an additional 15,000 telephone operators would be in- 
cluded by means of his recommendation. We appreciate the interest 
of the administration in extending coverage and removing exemptions, 
but wish that they had gone further in their overall recommendations. 

We talk to people up and down the land who do not understand 
why the telephone exemption should be in the law. We find that it 
makes our collective bargaining very difficult. 

Many independent telephone companies with which CWA holds 
contracts insist upon taking advantage of the 750 station exemption 
because they feel if they do not they will be letting down the people 
who fought so hard to get it for them. 

We know from experience that it becomes easier to negotiate wage 
rates above the minimum rates, even with the exemption, the year 
following the effective date of a new Federal minimum. 

As the fanfare and publicity surrounding the new minimum wage 
subsides, telephone companies are less insistent upon using the exemp- 
tion. We point with pride to those telephone companies with which 
we hold contracts who are not using the exemption as an excuse to pay 
subminimum wage rates. They are the kind of employers who helped 
make this country great, and we also want to publicly acknowledge 
their fine contribution and leadership. 

We have attached to copies of our testimony provided to the Senators 
2 tables as exhibits 1 and 2 which set forth many of the facts we have 
quoted. 

Senator Morse. The chairman will number the exhibits just re- 
ferred to by the witness as record exhibits 1 and 2 and they will be 
identified for the record, exhibit 1, a table entitled “Operating Tele- 
phone Company Data as of end of 1955.” Exhibit 2, a table entitled 
“Major Non-Bell Telephone Voting Companies in United States in 
1955”. Exhibits 1 and 2 will now be incorporated in the record of the 
transcript at this point. 
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(The documents referred to are as follows:) 


EXHIBIT 1.—Operating telephone company data as of end of 1955 


! 
Bell System | Independent | Total 





Number of companies in United States_..............--_.__-- 123 4, 700 
Number of telephones - - 48, 029, 000 8, 215, 000 
Number of exchanges. -_-_- 6, 850 10, 740 
Presently exempt (less than 750 stations) Becta aes (2) 3 8, 657 
Employment total__-_.......--- 629, 800 94, 200 
Number of operators.- 5198, 110 38, 365 
Number of operators presently ae ob ck (?) 4 22, 400 


1 Includes Cincinnati & Suburban and Southern New England Te deotibns Co, and American. Telephone 
& Pelegraph long lines department. 

2 Not available. 

3 Manual exchanges 5,553; dial exchanges 3,104, 

4 Manual exchange only. 

5 October 1955, 


Sources: 
1. Company, telephones, euchange, and total employment figures—‘‘1955 Statistics of the Independ- 
ent Telephone Industry,’ U I. T. A. Washington, D. C., July 1956. 
2. Number of operators in ‘independent companies—Statement of Harry W. Pike before Wage and 
Hour Administrator, table I, Washington, D. C., Sept. 15, 1955. 
3. Bell operator data—“E arnings of Communications Workers, October 1955”—Joint FCC and 
BLS annual publication, BLS Bulletin No. 108. 


Exuisit 2.—Major non-Bell telephone holding companies in United States, 1955 





| 
Number| Tele- | Em- | Annual 
Company ofsub- | phones ployees gross | investment 
| sidiaries | | revenue in plent 
j | | 
| we 


| 
| Annual net 
| 


income 


Pee Tepe eats ee | 
General Telephone— Total 
United States__----- | 3 |2, 547. 37, 875 |$205, 258, 000 |$671, 307, 000 $31, 007, 000 


21, 896, 000 


| 
Telephone-.-_--.-.---- oats 38 | | 27,864 | 199, 565, 000 | 
| 10, 200, 000 


Other aseseane ; : } 10,011 | 5,693,000 | 
United Utilities... Pera) 99 E }| 5,008 | 27, 808, 048 | 92, 710, 389 2, 866, 286 
Telephone. -_-.---- . 14 " | ees 208, 298 | fi fay 

Other ; 3 | 3, 599, 750 
Central Electric & Gas Co_- 3,216 | 33,382, 535 76, 178, 75 l, 992, 873 


Telephone. ; 5 | 223, 495 2, 465 | , 339, 1 
Other ; | i § 5, 043, 


California Water & Tele- | 

phone | 
West Coast Telephone } | 130, 300 | 1,700 | 10,185,230 | 36,711,000 | , 363. 000 
Southwestern States - 106, 500 1, 200 8, 036,000 | 25,887,000 | 1, 038, 000 


ce 
Western Utilities: 


97,100 1, 300 12. 652,000 | 54, 180, 000 | 119, 000 


Total independent tele- | 
phone industry in | | 
United States _. -| 4,700 |8, 215,000 | 94, 200 | 574, 558,000 |2,000,000,000 | 3 55, 136, 000 


| 


! Company total, including foreign holdings and minus certain parent company deductions for expenses 
2 Western Utilities owns common stock as follows: 
Percent of outstanding isswe of common stock Company 


15.07 percent____.-.-.-- te California Water & Telephone. 
19.28 percent ; West Coast Telephone. 
4.76 percent Southwestern States. 

3 Class A, B, C, and D companies reporting to FCC. 


Sources: (1) 1955 annual reports to stockholders—-General Telephone Corp., United Utilities and Western 
Utilities. (2) Moody’s Public Ut/lities—1956. (3) 1955 Statistics of the Independent Telephone Industry. 


Mr. Berrne. I would like to hold a sentence of my concluding 
remarks and have my testimony bulwarked and strengthened by.a 
little lady from Missouri, a member of the C ommunications Workers 
of America and a telephone operator now caught in the squeeze of 
the law with the exemption presently in the i, She is Mrs. Garnet 
Rathbun. 
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Senator Morse. Mrs. Rathbun, the committee will be very glad to 
hear you at this time. Proceed in your own way. 


STATEMENT OF GARNET RATHBUN, COMMUNICATIONS WORKERS 
OF AMERICA 


Mrs. Rarupun. I am employed by the Middle States Utilities Co., 
of Missouri, an independent telephone company serving towns in 
the north and northwest area of the State. I work in Braymer, 
Mo., a town in the southern part of the section serviced by the com- 
pany. Braymer is about 75 miles northeast of Kansas City. 

The Middle States Co. until the fall of 1955 was a unit of the Gary 
telephone interests at which time the Gary telephone industry was 
absorbed by the General Telephone Corp. The General Telephone 
Corp., next to the Bell System, is the largest company in the telephone 
industry. ‘The Middle States Utilities Co. itself is now a unit of 
General Telephone Corp., of Missouri. 

I have worked as a telephone operator for this company in Braymer 
since December 1949. Braymer has a population of about 1,000 people. 
The exchange has 550 telephone subscribers. This includes the tele- 
phones in the town itself and rural telephone service for the sur- 
rounding area. This exchange covers an area about 22 miles across 
from east to west and about 15 miles from north to south. Braymer 
is in about the center of this area. I am 1 of 5 regular operators 
employed in this exchange. There are two other operators who work 
part time. 

When I started work for the telephone company in 1949 my salary 
was $18 for a 40-hour week, or 45 cents per hour. Any overtime I 
worked was paid at straight time. 

CWA negotiated its first contract with the company in 1950. I was 
then making 52 cents an hour. Through efforts of the union, my 
rate has since been increased to 98 cents per hour. My mother, 72 
years of age, is one of the other regular operators in the same exchange. 
Her hours are 11 p.m. to7 a.m. She has worked for this company 
for the past 11 years. When she started work for the company she 
received 40 cents an hour. Now after 10 years her wage is 98 cents 
per hour. 

I live with my husband on a 140-acre farm a mile outside town. 
Because of ill health, my husband is unable to work the farm himself. 
However, we have part of the farm planted but we have to hire it 
done. I work because we need the money. My husband is able to 
do light work and even that only part of the time. Before CWA 
represented us operators, the company advanced us about 1 cent an 
hour each year. If we were not organized, at that rate, 1 would now 
be making 59 cents an hour. I have been told that other switchboard 
operators in nearby towns who are not represented by unions make 
even less than we do. One of the operators who went to work with 
us during this past year makes 72 cents an hour. She will have to 
work 4 years before she reaches my rate of 98 cents an hour. What 
] make is still below the $1 minimum provided in the Fair Labor 
Standards Act. 

I have learned since coming to Washington, D. C., and checking 
some prices that the cost of living in a small town like Braymer is 


89646—57 27 
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just about as high as it is in larger cities. I looked in yesterday's 
Washington paper and found that hamburger can be bought at 
chain store for 25 cents a_ pound. In Braymer we would pay 39 
cents. A 10-pound bag of Gold Medal flour cost $1.01 in Washington 
but it is $1.15 in Braymer. At home I would pay 49 cents for 5 pounds 
of potatoes and you here in Washington are paying 39 cents. A two- 
pound package of dried navy beans cost 25 cents here in Washington 
and 29 cents in Braymer. I also found there was 2 cents difference ina 
two-pound package of bacon, $1.25 in D. C., $1.27 in Braymer for the 
same brand. I checked and compared a number of other grocery items 
and found Braymer prices to be at least as high on nearly every item 
and in most cases they were higher than in Washington. 

We operators think that it isn’t fair for us to work for the same 
company, de the same kind of work, work the same hours and pay 
just as much to live as other operators and be treated differently. We 
ean’t understand why a law would allow this same company to treat 
us any differently than it does their other operators. 

We all hope that you will be able to help us. 

Senator Morsr. We are very glad to have your statement. I will 
ask you questions on it momentarily but in the meantime I would like 
to have Mr. Beirne finish his statement if he would like to do so. 


STATEMENT OF JOSEPH BEIRNE—Resumed 


Mr. Berrne. My concluding remarks are simply these: I have ap- 
peared before this committee for a good many years now on this 
same subject. There have been some changes made in the past. Un- 
fortunately they were changes from our viewpoint to the bad rather 
than to the good. 

I hope this will be my last appearance before the committee on this 
subject. To me the exemption is so morally wrong even though it cov- 
ers so few people. 1 cannot restrain myself each time the occasion 
arises to come down and to cry out loudly against this shameful treat- 
ment and shameful discrimination permitted by one of our laws 
against a group of women who can ill afford to be discriminated 
against. I do hope and trust that this will be my last required visit 
on this particular part of the law. 

Senator Morse. Mrs. Rathbun, or Mr. Beirne, either one of you can 
help me on this point. One of the arguments always made in support 
of various exemptions under the Fair Labor Standards Act is the 
claim that certain occupations call for part-time work and that is 
particularly true in these small exchanges in the so-called farm lo- 
ealities. The first question is this: Out of an 8-hour schedule of duty 
‘an the telephone operator remain very far away from the switch- 
board ? 

Mr. Berrne. The answer to the question is no, she cannot remain 
very far away from her switchboard in this 8-hour period where 
service is given in rural areas. 

Senator Morse. What do the operators mean when they say the 
exemption is justified because this is only part-time work in these small 
exchanges ? 

Mr. Bertrne. It depends upon what a person is talking about. There 
are certain phases of operation of our industry which unless a great 
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deal of time is taken can be confusing. As I stated in my testimony 
the terms “exchange” and “company” have been used interchangeably 
as though they were the same and they are not. , 

We are talking first about the telephone companies that employ op- 
erators working in exchanges. There is such a thing in this business 
as agency offices, some of which are covered by the law, some are not. 
Some are affected by company actions although not by law. 

Situations where there is a part-time worker in an exchange are 
relatively rare. Some companies have a full-time operator, and in 
addition during peak load hous they use the services of a part-time 
operator in some small exchanges. . F 

That is one meaning of part time. Another meaning of part time 
relates to a small rural company. A group of farmers get together, 
they hook up their own lines, they pay for putting in their own poles, 
they pay to put up their own wires, they pay to be connected with 
the nearby telephone company. 

They may have what could be called a switchboard in one of the 
living rooms in the home of one of the farmers. His wife would 
handle calls. She would be considered an operator by some. If you 
listened to management, she might be considered an operator. In the 
business she is not an operator as we are looking at it here. 

That company is a cooperative where people get together and are 
connected to one another and the switchboard is in the kitchen or 
living room of one of the homes and connections are made on certain 
rings. Such companies would not be covered by what we are askin 
for for the simple reason that their employees would not be considerec 
telephone operators. The kitchen switchboard would not be con- 
sidered an exchange. It would not be considered a company. It is 
really a cooperative. What we are really poking our fingers at is a 
big company, like the one in Braymer, Mo., Mrs. Rathbun’s location, 
servicing 550 subscribers, part of, as I say, a gigantic enterprise, 
having monopoly protection and still paying its operators working in 
the exchanges less than the minimum wage. 

Senator Morsr. Now using the Braymer, Mo., exchange as a type 
of case that you seek to have the minimum wage law applied to, is this 
Braymer exchange one in which there is a little telephone office located 
in some building in the town of Braymer. 

Mrs. Rathbun ? 

Mrs. Rarupeun. Yes, sir. 

Senator Morse. Is it part of a store? 

Mrs. Raripun. No; they own their own building. 

Senator Morse. The company owns its own building? 

Mrs. Rarupun. Yes, sir. 

_ Senator Morsr. And the operators go to this building and they stay 
in this building during the particular shift on which they are on 
duty ? . 

Mrs. Rarunun. Yes, sir. 

Senator Morse. So it is a full-time job in that sense ? 

Mrs. Rarupun. Yes. 

Senator Morsr. They can’t leave the switchboard ? 

Mrs. Rarupeun. We have a 15-minute rest period during our tour of 
duty, but that’s all. 


_ Senator Morse. I understand that. The normal rest periods—but 
itis a full-time job? 
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Mrs. Rarusun. Yes, sir; it is. 

Senator Morse. When you are talking about these small exchanges 
in rural communities serving small towns and farmers, am I to under- 
stand that you are talking about exchanges in which the sw itchboard is 
located in what we may call a commercial establishment, separate from 
a private home, and the operators at the switchboard have to be on 
duty for a definite number of shift hours, whatever the arrangement 
calls for—is that the picture? 

Mr. Brrrne. They are the specific people we are discussing, Senator, 
Senator Morsr. The fact that some days they may not get very 
many calls or that they don’t plug the swite eR as frequently as 
an operator in a larger exchange doesn’t change the fact that they 

have to be on duty all of the time # 

Mr. Betrne. Regular shifts assigned by company management, yes, 

Senator Morse. "Is it also true that i in some of these rur al exe hanges 
the operator actually handles more calls than an operator in a large 
city on a larger sw ‘itchboard where you have a greater number of 
operators. 

Mr. Beirne. That’s very true. You get into some of the smaller 
towns and the operator not only has to be able to tell the time of 
day but has to know immediately how to act when Mrs. Jones requires 
a doetor. She may have to know much more about the business than 
does the girl in a hig city. An illustration would be this: In a large 
city you may have women who handle nothing but incoming calls, 
just incoming calls all day long. There would be other women who 
handle nothing but information. When you dial information, in a 
small town like Braymer the operator must know how to take incom- 
ing calls, must know how to make outgoing calls, must be able to 
hook up local calls, must know the toll signals and the toll routes and 
the toll traffic rates for long distance calls, must be able to give weather 
when it is asked for, must answer as I say for the time of day, must 
be able to hook up with the fire department properly when an 
emergency exists and must do all the things to keep the town bound 
together. In my opinion—and I am from a large city and I have ob- 
served operators at work in a large city, I have also traveled exten- 
sively in the United States and have taken time to spend many many 
hours in small exchanges—the telephone operator in the small ex- 
change by management's scientific job evaluation would frequently 

rate higher by any system accepted by industry today, would have 
her job rate higher than many of the jobs in the larger city. 

Senator Morse. In your statement you referred to the figure 22,400 
persons who you say are not covered at the present time because of 
this exemption. Am I to understand that these 22,400 people are of 
the job classification that we have just described, namely, the operator 
who goes to a commercial exchange location in a small town and has 
to stay on duty during the work hours of that shift. 

Mr. Beirne. Yes; they are the ones that are referred to in this 
22,400. They are the ones we mean. 

Senator Morse. Mrs. Rathbun, you have testified in regard to the 
cost of living as you experienced it in Braymer compared to the cost 
of living as you have checked into the matter in Washington, D. C., 
in respect to foodstuffs. You say, in effect, in your statement that 
you are satisfied that taking total costs of living there is very little 
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’ 
if any difference between the small town and a town such as Wash- 
ington, D. C. 

‘Has it been your experience that people working for less than mini- 
mum wage or people working under the exemption that you seek 
to change require any less food or any less clothing or any fewer 
necessities of life than people working in plants that ‘do not have the 
benefit of the exemption as far as the employer’s pocketbook is con- 
cerned ¢ 

Mrs. Rarneun. Do you think we could get by with less than they 
do? No; I don’t think we can get by with less. 

Senator Morsr. My question is, Are your requirements really any 
less ¢ 

Mrs. Ratrusun. No. 

Senator Morse. I think the very problem that you raise goes to the 
moral issue that is involved in this legislation. I want to repeat what 
I said the other day. The philosophy of minimum-wage legislation 
is based on what seems to me to be a very important moral principle, 

namely, the moral obligation of a government of a free people to 
protect those people from exploitation and to protect them from unfair 
discrimination. 

I make this comment before I ask some questions about the Secre- 
tary of Labor’s proposal. If it is sound from a moral standpoint to 
protect people from having to accept a wage below a wage of health 
a decency in some plants, can either one of you tell me any justifi- 

ation for a government not applying in uniformly to people in all 
pl ints over Which the Federal Government can exercise constitutional 
jurisdiction ? 

Do you know of any moral basis that justifie s such a (lise riminatory 
principle as now exists in the application of the wage-and-hour law? 

Mr. Brtrne. Senator, we do not, and that is what I had in mind 
when I said each year I come down here myself on this one crying 
inside again&t a discriminatory act of this Government against a few 
operators, a few thousand people. And mind you, it wasn’t in the 
original concept of the framers of the law. 

It became an amendment a few years later and I have traced each 
year the reasons given by the management of this industry and each 
year I hav » answered them. I have had to do it each year because 
they have c aniahe their approaches. 

First they described a telephone operator in the small exchanges 
as a young teen-ager working just for pin money, waiting for that 
happy moment when she would be married, that she had chickens 
at home and sold the eggs also to make pin money, and that having 
chickens and working in a telephone exchange was about the same 
thing. You did it for] pin money. They haven't used that for a couple 
of years. 

I think finally I must have touched their own consciences that a 
proach was such a tear-jerker that nobody in this day and age would 
believe it. 

So they changed their line. They say now we will mechanize every- 
thing. That, of course, was supposed to put the fear of God into these 
operators, but it didn’t. We said,“Fine, We are in favor of mechani- 
zation if it is going to give gr eater service to the public at lower cost. 
None of our people will stand in the w: ay of that kind of mechaniza- 
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tion.” We also pointed out, “You ‘are doing it anyway. It is just 
supply and materials that keep you back from doing it any faster and 
our people know that.” Now their cry is, “Give us a couple of more 
years, because we won’t have these operators and we will be com- 
pletely dial and we won’t have this problem.” 

The United States Government which stands as the greatest moral 
force in the world today is practicing, in this particular piece of 
legislation, something that cannot be supported by any right- -thinking 
person. 

Senator Morse. Has it been your experience, Mr. Beirne, that some 
employers, fortunately this isn’t true of many employers, but some 
employers will insist upon the retention of exemptions under the 
wage-and-hour law such as this particular en about which you 
are . testifying and resort to the technique of class-conscious appeals 
in order to pit one economic group against another? For example, 
an employer spokesman may go into a farm community and make 
appeals to the farmers that their telephone rates will go up if these 
women, who only have to sit at these exchanges at what they represent 
is not a very difficult job, get a minimum wage. Do you know that 
kind of an argument? 

Mr. Betrne, Yes; that is part of this telephone-operator picture, 
Senator. We know as a matter of fact that the association of inde- 
pendent companies makes just such an appeal, and your office may 
receive such kinds of letters after they go out and make those appeals. 
I know the offices of some of the Senators have received such views. 
These are the views of the Independent Association, pressed on the 
people in rural communities and on the farms, pitting the farmer 
against that big labor leader in Washington who is living on the fat 
of the land who does not know what it is to work for a living, who 

never got his hands dirty. Just that union with that big bad leader is 
the one who wants to do this. 

Ending this exemption, the association preaches, is going to disturb 
your whole community relations. And so unfortunately some are still 
guillible enough to sit down and pen letters saying that by God, the 
operators should not be receiving the benefits of the minimum wage. 
I think they do it only because we are not able to reach them to tell 
them the other side of the picture. 

Senator Morse. It has its effect on politicians too, doesn’t it? 

Mr. Berrne. Yes; it does. 

Senator Morse. Do you agree with me that when confronted with 
this kind of class appeal, it “becomes a duty of the elected official to 
perform his task as legislative counsel for his constituents to take the 
facts to the constituency on an issue such as this and point out that 
farmers have no right to expect telephone operators to subsidize them 
in maintaining telephone service below reasonable rates when deter- 
mined from the standpoint of fair wages to the telephone operators! 

What they are entitled to is protection from exploitation by way 
of a farm program that guarantees them minimum prices. 

In that they may can get a fair return for their own labor and in- 
vestment on the farm. Do you agree with me that public officials in 
legislative halls have the duty of me eting this issue head on rather 
than, out of political cowardice, voting for an exemption that imposes 
& requirement upon workers to subsidize farmers with their labor 
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rather than have the Government see to it that the farmers are pro- 
tected in their prices ? 

Mr. Beirne. I agree with you completely and wholeheartedly, Sena- 
tor, and say to those who lack the courage to see the moral issue really 
involved the footprints on the history of time in the United States 
will make but a slight dent as compared to those few courageous men 
who do stand up and face the issues of the day in spite of whether it 
helps them politically or otherwise. They make the heavy footprint 
in the history of this great country. 

Senator Morse. Let me point this up for the record by saying that 
I think this argument in support of an exemption on the ground that 
a fair wage to full-time telephone operators in commercial exchanges, 
such as Mrs. Rathbun has testified about, that you can’t pay them a 
wage and health and decency with the minimum should be because it 
may stir up farmer protest, is an insult to the intelligence of America’s 
farmers. When they get the facts they resent it. 

And I have no intention of supporting the exemption on the basis 
of the allegation that the exemption is necessary in order to do justice 
to farmers who have telephones in their homes. On the contrary, I 
intend to support the elimination of the exemption, because I don’t 
know farmers, who once they know the facts, will think they ought 
to be subsidized by telephone operators. 

What burns them up, and rightly so, is that too frequently they 
are about the last in the economic ladder to get a lift by way of farm 
legislation that will give them minimum prices that they deserve 
which will give them an income of health and decency. 

We have to keep these rights separate here. I am not going to 
vote to tear down the rights of one group simply because the economic 
interests of another group are not being taken care of by the Gov- 
ernment. I will direct my attention to the group that has suffered 
because of a want of a farm program. 

I think, Mrs. Rathbun, your position will have a great deal of 
appeal to the farmers. When you get the facts out to them, you may 
get more people in Congress voting to eliminate the exemption. 

Mr. Beirne, can we ask about the proposal of the Secretary of 
Labor? What is the basis for his figure that this program will re- 
move 15,000 telephone operators from the exemption and give them 
coverage ? 

Mr. Berrne. My understanding of the figure used by the Secretary 
isthat it is an educated guess of the Department of Labor. The views 
of the administration, as expressed by Secretary Mitchell, would so 
loosen up the present exemption that it is their educated guess that 
15,000 would be drawn into the protection of the Fair Labor Stand- 
ards Act. 

Senator Morsr. Would the language of his proposal cover any of 
rural telephone exchanges? 

Mr. Brerrne. We read his language very carefully. There is no 
doubt in my mind the Secretary of Labor, having come from the Bell 
System that his heart was in the right place. The language used, as 
we read it, coldly leaves us wondering if he went far enough to do 
that which he expressed a desire to do, namely, to get these telephone 
operators under coverage of the law. That being his intent, we look 
at the words he used to support that intent, in the light of his intent. 
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His words do not cover the situation that actually exists in the smaller 
towns and in the rural areas. 

Senator Morse. If you apply the 100-worker minimum requirement 
it certainly wouldn’t touch these exchanges, would it ? 

Mr. Brerne. It would not touch many of them. We wonder how 
Mr. Mitchell would define a company. For example, Mrs. Rathbun 
comes from a company, a subsidiary of the General Telephone (Co., 
who employs quite a few thousand people. Is General Tel or the 
subsidiary a company? If applied to a holding company, if that is 
what he was trying to get to, then 100 would cover just that kind of 
a case. But 100 employees in a completely independent company 
would be an unreal figure to be using as a guide in the telephone 
industry. To have a completely independent company with 100 em- 
ployees would mean it would be a rather large operation, moneywise, 
investmentwise, and insofar as the number of subscribers would be 
concerned. It might well have more than 750 exchanges. 

Senator Morsr. Two more questions, Mr. Beirne. Do you know 
of any moral justification for exempting any employee in any plant 
over which the Federal Government has a constitutional right to exer- 
cise jurisdiction, simply because that employee works in a plant that 
has fewer than a hundred workers, whereas his brother works in a 
plant across the street that has 101 workers and therefore is protected 
by the law? 

_ Mr. Berne. There is no moral justification for such an approach 
in my opinion. 

Senator Morse. Keeping in mind what Mrs. Rathbun has testified 
to as to the cost of living, do not these two brothers in my hypothetical 
have to meet the same requirements of the necessities of life and there- 
fore ought to have at least the same minimum wage? 

Mr. Berrne. They most certainly should. No question about that. 

Senator Morse. If as I pointed out the other day the basic philos- 
ophy of minimum-wage legislation is that there is a moral duty on the 
part of the Federal Government to protect its people from exploiting 
these people, the answer inescapably has to be that there is no justifi- 
cation for the type of arbitrary exemption that the Secretary of 
Labor proposes which would extend coverage to only a fraction of 
the 20 million not now protected by the law? 

Mr. Berrne. Yes; that is correct. 

Senator Morse. I want to say again as I said yesterday, in my 
judgment the administration cannot justify on moral grounds the 
position that it is taking on minimum-wage legislation. 

I just came through a campaign, you know, and I was taken to task 
for criticizing the administration for political immorality. I repeat 
the charge again and cite its position on minimum-wage legislation as 
additional evidence of its political immorality. 

It is following a course of political expediency—a shocking thing. 
I wonder if it is an example of the administration’s claim that it 1s 
conservative in economic matters but liberal in human relations. 
There isn’t anything liberal in human relations when an administra- 
tion tries to draw this artificial line based upon a large number of 
people working in a plant over which the Federal Government has 
the right to exercise jurisdiction if it wills to do so and say because in 
one plant you have 101 and in another one you have 99, we will pro- 
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tect the ones in the 101 plant and not the ones in the 99. You know 
you could put that to any fourth-grade school class in any Sunday 
school in America and the administration would be repudiated on 
moral grounds by that class. 

I want to thank you very much for testifying before the committee. 
You have made a very worthwhile contribution to the record. 

Mr. Betrne. Thank you, Mr. Senator. 

Senator Morsr. The next witness will be Mr. Max Greenberg, 
president of the Retail, Wholesale & Department Store Union of 
New York. 

Very glad to have you with us, Mr. Greenberg. You may proceed 
in your own way. 


STATEMENT OF MAX GREENBERG, PRESIDENT, RETAIL, WHOLE- 
SALE, AND DEPARTMENT STORE UNION, AFL-CIO; ACCOMPANIED 
BY KENNETH A. MEIKLEJOHN, LEGISLATIVE REPRESENTATIVE, 
WILLIAM MICHELSON, VICE PRESIDENT, AND MAX STEINBOCK, 
EDITOR, RWDSU RECORD 


Mr. Greenserc. Thank you, Mr. Chairman. 

My name is Max Greenberg. I am president of the Retail, Whole- 
sale & Department Store Union, AFL-CIO. The office of our inter- 
national union is located at 132 West 43d Street, New York City. 

With me are William Michelson, international vice president; 
Kenneth Meiklejohn, Washington representative; and Max Steinbock, 
the editor of our newspaper, the RWDSU Record. 

I am very glad to have the opportunity to appear before this sub- 
committee to urge as strongly as I can the need for prompt action 
by Congress to extend the coverage of the Fair Labor Standards Act. 
On behalf of the more than 160,000 members of our international 
union, I would like to express our appreciation of the early start in 
this direction which this subcommittee has made. We think Congress 
has no more important legislative task before it than the one which 
is presently being undertaken by this subcommittee. 

As we see it, the problem before this subcommittee is simply this: 
How many of the 20 million workers who are now denied the protec- 
tion of the Federal wage-and-hour law are to be given the safeguards 
of the $1-an-hour minimum wage and the 40-hour maximum work- 
week? It is my position that the $1-an-hour minimum wage and the 
40-hour week are basic minimum requirements under present-day 
general levels of wages, living costs, productivity, and business ac- 
tivity. 

The Retail, Wholesale & Department Store Union is primarily in- 
terested in obtaining the protection of the $1-an-hour minimum wage 
and the 40-hour week (with overtime at time and one-half the regular 
rate of pay for hours worked above 40 in any week) for as many as 
possible of the approximately 10,500,000 workers employed in retail 
and wholesale trade. Nearly one-third of all employees who are 
still excluded from minimum-wage and maximum-hours protection 
under the Federal wage-and-hour law are retail workers. 

We are aware, however, that there are workers in many other in- 
dustries who have been denied the protection of the law in just the 
same way as have the retail workers. We join with the spokesmen of 
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international unions representing these workers in urging that the 
act be extended to these workers in other industries, as well as to the 
workers in retail and wholesale trade. 

Our testimony today is in support of S. 1267, which has been intro- 
duced by you, Senator Morse, for yourself and for Senators Murray, 
Neely, and McNamara. This bill would extend the coverage of the 
Fair Labor Standards Act to the about 4 million employees of large 
chain and single-unit retail and service enterprises, and also to more 
than 5,480,000 employes in a variety of other presently excluded activi- 
ties. I have listed these activities in my prepared statement so that 
the subcommittee may have them clearly in mind. 


We believe that the $1-an-hour minimum wage and the 40-hour 
maximum workweek are just as necessary for the employees in any 
one of these industries as they are for the approximately 25 million 
workers who are now protected by the wage-and-hour law. 

Senator Morse. Mr. Greenberg, I notice that you are skipping over 
some of the material in your prepared statement. Would you like to 
have a ruling that the full statement will be inserted in the record 


as though read and you may select such paragraphs from the state- 
ment as you would like? 

Mr. GreenBerG. Thank you very much. In the interests of time 
we decided not to read it all, and I was going to request that the full 
statement be so inserted. 

Senator Morsr. So ordered. 

(The document referred to is as follows :) 


STATEMENT OF MAx GREENBERG, PRESIDENT, RETAIL, WHOLESALE & DEPARTMENT 
STORE Union, AFL-CIO 


Mr. Chairman and members of the Subcommittee on Labor, my name is Max 
Greenberg. I am president of the Retail, Wholesale & Department Store Union, 
AFL-CIO. The office of our international union is located at 132 West 43d 
Street, New York City. 

I am very glad to have the opportunity to appear before this subcommittee 
to urge as strongly as I can the need for prompt action by Congress to extend 
the coverage of the Fair Labor Standards Act. On behalf of the more than 
160,000 members of our international union, I would like to express our apprecia- 
tion of the early start in this direction which this subcommittee has made. We 
think Congress has no more important legislative task before it than the one 
which is presently being undertaken by this subcommittee. 

The problem before this subcommittee is simply this: How many of the 20 
million workers who are now denied the protection of the Federal wage-and-hour 
law are to be given the safeguards of the $l-an-hour minimum wage and the 
40-hour maximum workweek? It is my position that the $1-an-hour minimum 
wage and the 40-hour week are basic minimum requirements for fair employment 
under present-day levels of wages, productivity, and business activity. I con- 
tend, too, Mr. Chairman, that if exceptions to these basic requirements are to be 
made, they should be in the form of specific exemptions developed on a case-by- 
case basis, taking into consideration the local character of the employer's activi- 
ties and special circumstances peculiar to the workers’ employment. 

The Retail, Wholesale & Department Store Union is, of course, primarily in- 
terested in obtaining the protection of the $1-an-hour minimum wage and the 40- 
hour week (with overtime at time and one-half the regular rate of pay for hours 
worked above 40 in any week) for as many as possible of the approximately 
10,500,000 workers employed in retail and wholesale trade. Nearly one-third of 
all employees who are still excluded from minimum-wage and maximum-hours 
protection under the Federal wage-and-hour law are retail workers. 

We are also aware, however, that there are workers in many other industries 
who have been denied the protection of the law in just the same way as have 
the retail workers. We join with the spokesmen of international nnions repre- 
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senting these workers in urging that the act be extended to these workers in other 
industries, as well as the workers in retail and wholesale trade. 

Our testimony today is in support of S. 1267, which has been introduced by 
Senator Morse, for himself and for Senators Murray, Neely, and McNamara. 
This bill would extend the coverage of the Fair Labor Standards Act to about 
4 million employees of large chain and single-unit retail and service enterprises, 
and also to more than 5,480,000 employees in a variety of other presently excluded 
activities. Let me just list these activities, so that the subcommittee may have 
them clearly in mind: 


Retail trade. Laundering and cleaning. 
Wholesale trade. Hotels and inns. 
Outside selling. Finance, insurance, and real estate. 
Local retailing. Seafaring. 
Construction. Local transit. 
Industrialized agriculture and agri- Telephones. 
cultural processing. Newspaper publishing. 
Handling and processing of fish and Taxicab vperation, 
seafood products, 


We believe that the $1-an-hour minimum wage and the 40-hour maximum work- 
week are just as necessary for the employees in any one of these activities as 
for the employees in any other. Indeed, they are just as necessary for employees 
in all of these activities as they are for the approximately 25 million workers 
who are now protected by the wage-and-hour law. 

It is my understanding that President George Meany, of the American Federa- 
tion of Labor and Congress of Industrial Organizations, testified before this sub- 
committee on last Monday in support of 8S. 1267. It is also my understanding 
that Stanley H. Ruttenberg, director of research, AFL-CIO, presented a volumi- 
nous, detailed factual brief in support of the position of the AFL-CIO that this 
legislation is required for the welfare of millions of wage earners and is in the 
public interest. Other representatives of international unions affiliated with the 
AFL-CIO have and will appear before this subcommittee. We are glad to join 
with them in urging you to act promptly on legislation to extend the coverage of 
the Fair Labor Standards Act to as many additional workers as possible. 

I have appeared before this subcommittee twice during the past 2 years on 
this subject. On each occasion I presented basic factual information and argu- 
ment which I believe adequately and persuasively supported the position that we 
take in favor of the extension of the Fair Labor Standards Act to approximately 
4 million retail workers not now covered by the act. You will find my testimony 
and the material we have heretofore submitted at pages 156 to 170 and 555 to 
559 of part I of the printed record of your 1955 hearings, and at pages 134 to 137 
of the printed record of your hearings in 1956. I would like to ask that this 
earlier testimony and information be incorporated by reference as part of my 
testimony at this time. 

I also understand that the subcommittee haa svailable to it the 368-page staff 
report on “Retail Establishments and the Fair Labor Standards Act,” which was 
prepared last year by Dr. Fred H. Blum, of the University of Minnesota, as con- 
sultant to the subcommittee. This is a detailed documented study of the strue- 
ture and economy of the retail industry and of the effect which extension of 
coverage to workers in retail trade might be expected to have on workers in the 
industry and on costs and prices in the industry. 

In this connection, I should like to remind the subcommittee that the ultimate 
conclusion reached by Dr. Blum as a result of his study was that, using the most 
extreme assumptions possible as to the impact of a $1 minimum wage in the 
retail industry as a whole, “the maximum conceivable adjustment is estimated 
to amount to an increase in the price of retail goods of less than one-half of 1 per- 
cent.” (Staff report on “Retail Establishments and the Fair Labor Standards 
Act,” Subcommittee on Labor, Committee on Labor and Public Welfare, U. S. 
Senate, 84th Cong., 2d sess., p. 172.) This, I submit, is a most challenging con- 
clusion and one which the retail industry should be called upon clearly to refute 
if they are to sustain a case before this subcommittee that retail workers are 
not entitled to the protection of the Fair Labor Standards Act. 

You will undoubedly hear in the course of these hearings a great deal about 
the alleged “uniqueness” of employment and working conditions in the retail 
industry. These are commonly cited as justification for attempting to differenti- 
ate between requirements appropriate for manufacturing employees, for example, 
and those to be applied to employees in the retail industry. 
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Of course, in one very important respect, retail workers may be considered jo 
be unique today. Their average hourly and weekly earnings have increased 
since 1949 much more slowly than those of other workers. Retail workers’ 
annual earnings are lower than those in any other industrial group, except service 
employees. Minimun-wage and maximum-hours exemptions play an important 
part in this. 

This is true despite the fact that, as we have had occasion to demonstrate over 
and over again, retail workers represent a cross section of the general labor 
force. The median age of retail workers is similar to that of workers in mann- 
facturing industries. Unfortunately, there is a higher rate of unemployment 
among retail workers than among all other workers combined ; not a lower rate 
as is commonly claimed. These findings are those of the United States Depart. 
ment of Labor, not the RWDSU. 

Nor does the high proportion of part-time employees in the industry, allegedly 
contributing a source of merely supplementary income to the income of many 
families, demonstrate that there is anything particularly unique about employ- 
ment in the retail industry. The part-time employees in the retail industry are 
neither less skilled nor less experienced than other workers in the industry. 
Over and over again it has been shown in the past that increases in minimum- 
wage levels have not limited employment opportunities for part-time employ- 
ment in retail trade. On the contrary, over the years part-time employment 
has grown, not contracted. 

It is often the case, Mr. Chairman, that part-time workers are the most produc- 
tive retail employees. They are commonly used during peak periods of the 
salesday ; they are continuously engaged in direct selling, merchandise handling, 
or customer service, and are kept busy from the moment they come in until they 
leave. Many stores, as a matter of fact, pay higher hourly wages to part timers 
than to fulitime workers because of this fact. 

Furthernwre, Mr. Chairman, our union, like others in the retail and distribu- 
tion fields, has experienced no difficulty in negotiating terms of collective- 
bargaining agreements covering wages and hours of work for all types of employ- 
ees in retail trade, whether they are full time or part time, whether they are in 
the sales force or in the office. There just is no valid argument against the 
standards of the $l-an-hour minimum wage and the 40-hour week being applied 
to retail workers because of their so-called uniqueness. 

Our union recently participated in the presentation of data to the New York 
State Retail Trade Minimum Wage Board in connection with its consideration 
of proposals to raise the legal minimum wage for retail workers in New York 
State. Asa result of this proceeding, the New York State Commissioner of Labor 
issued minimum wage order No. 7—-B for the retail trade industry, raising the 
minimum wage to $l-an-hour, effective February 15, 1957, in cities and towns of 
10,000 or more. The same $1l-an-hour minimum will go into effect in the re 
mainder of the State on January 1, 1958. I would like, Mr. Chairman, to offer 
for inclusion in the record of your hearings this copy of minimum wage order 
No. 7-B of the New York State Department of Labor. This is the order which 
I have been discussing. 

I would like to offer for the record a copy of the brief submitted by the Retail, 
Wholesale & Department Store Union, AFL-CIO, to the New York State Retail 
Trade Minimum Wage Board on September 5, 1956. I hope the subcommittee 
will carefully study this brief. 

Now, Mr. Chairman, I would like to say a word or two about the proposals 
for extending minimum-wage protection that Secretary Mitchell made before 
this subcommittee on Monday, February 25. It is my understanding that the 
principal effect of Secretary Mitchell’s recommendations would be to extend the 
coverage of the minimum-wage provisions of the wage-and-hour law, but not 
the maximum-hours provisions, to some 2% million additional workers. 

Naturally, I am gratified to see the administration begin to recognize in the 
form of firm recommendations that there are important legislative tasks to be 
accomplished in the field of extension of the coverage of the Fair Labor Standards 
Act. The administration’s proposals are a definite step forward, and 1 thiuk 
everyone must recognize them as such. 

It is difficult for me to understand, however, why the maximum-hour pro- 
visions of the Fair Labor Standards Act should not be extended to additional 
workers when minimum-wage protection is given to such employees. In prin- 
ciple, there is no reason why the additional 2% million workers should be 


denied the protection of the maximum-hour provisions when these provisions 
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are already applicable to some 20 or 25 million employees who are already 
covered by the act. 

The overtime provisions are not simply a guarantee of employment oppor- 
tunities in a surplus labor market. Overtime has been written into the wage 
structure of most industries subject to the Fair Labor Standards Act and should 
jn our judgment be a part of the basic wage structure of every industry. 

Indeed, Mr. Chairman, the question today is not whether any employees 
should be exempt from the maximum-hours provision of the Fair Labor Stand- 
ards Act, but whether this subcommittee and the appropriate House subcommit- 
tee should not begin immediately upon the conclusion of these hearings inten- 
sive study of the question of whether or not the 40-hour week should not be 
reduced. Such legislation is before your subcommittee and will I hope receive 
its early consideration. 

We have experienced no difficulty, Mr. Chairman, in negotiating contract 
terms in the retail industry providing for the 40-hour week. Employers in the 
retail industry, as in other industries, are aware of the possibilities of sched- 
wing shifts in such a way as to minimize dislocation of hours due to rush periods 
and peak seasons. In addition, there is very little overtime in the retail in- 
dustry with the exception of department, specialty, and limited-price variety 
stores. As a general rule. these are large establishments which experience no 
dificulty in regulating hours or in regulating schedules in such a way as to 
adjust to contract provisions calling for a specified maximum number of hours 
of work per week. 

The possible effects of requiring overtime after 40 hours in the retail industry 
are also, of course, limited by the increasing utilization of part-time employees. 
Part-time employees do not ordinarily work beyond a scheduled 40-hour week. 
For any large amounts of overtime that may have to be paid during peak sea- 
sons, most of the giant corporations that dominate the retail trade in nearly all 
its branches have ample resources. For these reasons, Mr. Chairman, I am 
unable to see why the maximum-hours provisions of the Fair Labor Standards 
Act should not be extended to exactly the same employees as the minimum-wage 
provisions. 

Secretary Mitchell’s argument that application of the overtime provisions to 
these employees “presents peculiar and serious problems” and that adjustment 
to both the minimum wage and the 40-hour week “would be very difficult for 
many enterprises” does not in my judgment stand up under careful scrutiny 
based on the facts of business operation. I agree that the problem “requires 
very careful consideration.” I refuse to believe that this committee will con- 
clude that ‘‘very careful consideration” means no action on this problem. 

The other proposal of Secretary Mitchell’s on which I wish to comment very 
briefly is his recommendation that would limit new coverage to enterprises 
employing 100 or more employees. There is no reasonable relation that I can 
see between the number of employees in an enterprise and the effect of its 
activities upon interstate commerce. <A firm with just a few employees which 
handles high-priced merchandise can have fully as much an effect upon inter- 
state commerce as a firm with many more employees handling lower priced 
merchandise. 

The Secretary’s recommendation would, I believe, place certain types of retail 
establishments at a competitive disadvantage as against others. For example, 
the high-quality specialty shops and dealers handling high-priced merchandise 
do not ordinarily utilize very many employees. The limited-price variety stores 
on the contrary usually require a considerably larger number of employees, 
perhaps 2 or 3 times as many, to handle the same volume of business. Yet, 
under the Secretary's proposal, the latter would come under coverage much 
sooner than the former. It is apparent, therefore, that the number of employees 
in an enterprise has almost nothing whatsoever to do with the effects of that 
enterprise's activities upon interstate commerce or the production of goods for 
interstate commerce. 

Furthermore, Mr. Chairman, it seems to me that there would be a very difficult 
problem under the Secretary's proposal in connection with the employment of 
part-time employees. Are they to be included among the 100 or more employees ? 
If they are, the Secretary's proposal may, I suggest, actively. discourage part- 
time employment in the retail industry. If, indeed, it is true that such etm- 
ployment provides a needed supplement to the incomes of many families, a 
proposal that might cut off this supplement should reeeive, as the Secretary 
says, very careful consideration by the subcommittee. 
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To sum up our objections to Mr. Mitchell’s proposal, let me reiterate: The 
test of 100 or more employees is unfair and administratively unworkable, 
The test as to inflow of merchandise, which I have not dealt with in detail, 
is equally unfair and unworkable. The proposal for eliminating the oy ertime 
ee for newly covered groups is unsound in principle and completely 
unfair 


I am calling upon you gentlemen and your colleagues in the Senate to take 
Mr. Mitchell’s warnings and economic predictions with a grain of salt. You 
will remember that last year when Mr. Mitchell proposed a 90-cent minimum 
wage, he predicted all sorts of dire consequences if Congress enacted a higher 
minimum, But you, in your wisdom, overrode his recommendation, passed the 
$1 minimum and none of the dire consequences came to pass. 

I urge you most strongly to act upon Mr. Mitchell’s recommendations op 
coverage in the same way—that is, to bring them into line with current condi- 
tions and to carry out the intent of the Fair Labor Standards Act by promptly 
passing 8. 1267, thus extending coverage to millions of low-paid workers who 
urgently need and are entitled to such protection. 

Mr. Greenserc. I have appeared before this subcommittee twice 
during the past 2 years on this subject. On each occasion I presented 
basic fac tual information and ar gument which I believe adequately and 
persuasiv ely support the position that we take in favor of the ex-ension 
of the F air Labor Standards Act to approximately 4 million retail 
and service workers not now covered by the act. The evidence we 
presented then is even more relevant now. I have indicated in my 
prepared statement where this testimony and information appear in 

sarlier hearings. I would like to ask that this earlier testimony and 
information be incorporated by reference as part of my testimony at 
this time. 

Senator Morse. It will be so ordered. 

(The material referred to was incorporated by reference. ) 

Mr. Greenpere. I also understand that the subcommittee has avail- 
~wy to it the 368-page staff report on “Retail Establishments and the 

Fair Labor Standards Act,” which was prepared last year by Dr. Fred 
H. Blum, of the University of Minnesota, as consultant to the subeom- 
mittee. This is a detailed documented study of the structure and 
economy of the retail industry and of the effect which extension of 
coverage to workers in retail trade might be expected to have on 
workers in the industry and on costs and prices in the industry. 

In this connection, I should like to remind the subcommittee that the 
ultimate conclusion reached by Dr. Blum as a result of his study was 
that, using the most extreme assumptions possible as to the impact of a 
$1 minimum wage in the retail industry as a whole, “The maximum 
conceivable adjustment is estimated to ‘amount to an increase in the 
price of retail goods of less than one-half of 1 percent.’ 

I would also like to remind this committee that this conclusion was 
based on 1954 figures, and that if 1957 wage rates, which are con- 
siderably higher, were used, the effect would be even less. This 
challenging fact refutes any claim that retail workers are not entitled 
to the protection of the Fair Labor Standards Act. 

You will undoubtedly hear in the course of these hearings a great 
deal about the alleged uniqueness of employment and w orking con- 
ditions in the retail industry. These are commonly cited as justifica- 
tion for attempting to differentiate between requirements appropriate 
for manufacturing employees, for example, and those to be applied 
to employees in the retail industry. 
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Of course in one very important respect, retail workers may be 
considered to be unique today. Their average hourly and weekly earn- 
ings have lagged behind those of other workers. 

This is true despite the fact that, as we have had occasion to demon- 
strate over and over again, retail workers represent a cross section 
of the general labor force. The median age of retail workers is similar 
to that of workers in manufacturing industries. Unfortunately there 
isa higher rate of unemployment among retail workers than among all 
other workers combined, not a lower rate, as is commonly claimed. 
These findings are those of the United States Department of Labor, 
not the RWDSU. 

Nor does the high proportion of part-time employees in the industry, 
allegedly contributing a source of merely supplementary income to the 
income of many families, demonstrate that there is anything par- 
ticularly unique about employment in the retail industry. The part- 
time employees in the retail industry are neither less skilled nor less 
experienced than other workers in the industry. 

Over and over again it has been shown in the past that increases 
in minimum-wage levels have not limited employment opportunities 
for part-time employment in retail trade. On the contrary, over the 
years part-time employment has grown not contracted. 

Senator Morse, Mr. Greenberg, what does skill have to do with 
what the minimum wage the worker ought to receive? 

Mr. Greenserc. The contention has been in the past that if the 
level of the minimum wage was raised, this would preclude employ- 
ment of lots of people who use this work to supplement their income 
because they don’t have the skills required nor tlie skills necessary to 
earn a dollar an hour. The argument has been made by the people 
who are opposed to the inclusion of retail workers under the act that 
part timers are nonskilled people who need this supplementary income. 
We contend that part-time workers are no less skilled than full-time 
workers. In fact, I intend to try to prove that if anything they may 
have greater skills and they work harder, much harder. 

Senator Morse. | suppose that argument is based upon the assump- 
tion that there is a labor surplus and the employer then would have 
a choice as to whether or not he would pay a more skilled worker 
higher than the minimum and not hire an unskilled worker at all. 
Is that the assumption ? 

Mr. GreenBerc. I don’t follow that, Senator. 

Senator Morse. Let me repeat it. I suppose this argument that 
you referred to that the minimum wage should not be raised for the 
class of employee you are talking about because they are unskilled, 
that if you raise it, the employer will then proceed to hire more skilled 
workers and leave these unskilled workers without a job at all; isn’t 
that the reasoning ? 

Mr. GREENBERG. That is the theory of those who are opposed to the 
extension of coverage. 

Senator Morse. I say then that must be based upon an assumption 
that you have surplus labor and the employer has a choice. In other 
words, you don’t have full employment at a given time when that 
theory would work. 

Mr. GreenBerG. Obviously that would have to be the assumption. 
And the assumption is that these people are working merely to wear 
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out their old clothes and earn pin money, and we contend that is not 
so. 

We contend that these jobs are jobs of economic necessity. 

Senator Morse. Those making that argument don’t seem to realize 
what they are confessing, do they, that they think it would be perfectly 
all right to take economic advantage of the surplus labor market. 

Mr. GReenBerG. That’s right. 

Senator Morse. And the unskilled workers in turn, as we said the 
other day, speaking of the laundry workers, subsidize them by way of 
accepting ‘less than a w age of health and decency. 

Mr. GreenBere. If they want to work. 

Senator Morse. I suppose if you talked to them about the immo- 
rality of that, they would say: How theoretical can you become? 
Does it not illustrate, however, the importance of the thesis from 
which I approach the whole matter of minimum wage, namely, a moral 
duty of Government to prevent employers that want to take such 


advantage from exercising that exploiting advantage upon fellow 
human beings? 


Mr. Greenserc. That is precisely correct. 

Senator Morse. And as we were talking about the telephone case a 
few moments ago, I pointed out that the solution is not to ask women 
to work for less than a w age of health and decency. Congress should 
pass farm legislation that will give farmers a floor below which prices 
cannot go, so that the farmers in turn can be protected from being 
exploited. This again raises the moral issue of the duty of Govern- 


ment. to prevent exploitation by the strong over the weak in all the 
brackets of our economy. 

Is that not a basic principle? 

Mr. GREENBERG. That is a basic principle. 

Senator Morsz. That we have to argue from in support of minimum- 
wage legislation that seeks to stamp out the immoral conduct of selfish 
groups that would exploit the weaker if the Government permitted it. 

Mr. GREENBERG. That lies at the heart of our expressed reasoning as 
to the need for extension to all categories of workers. 

Senator Morse. I interrupted you because I am very much interested 
in these hearings to date. I have not been able to attend all of them 
because of the foreign-policy debate that has taken so much of my 
time for so many weeks, but my review of the hearings to date left 
me with the impression that too many have missed the ‘moral basis of 
this legislation. 

Sometimes I wonder if we haven’t almost reached the point in the 
legislative process of this country that if one tries to bring the Congress 
back to moral issues, he isn’t considered a little bit strange. And yet 
all the great pieces of social legislation in all of our history at the Fed- 
eral level. without exception, as far as I have been able to find, were 
motivated by moral objectives, revolving around this primary duty of 
Government to protect its people under the general welfare clause. 

That is why I stress as much as I do the moral basis of legislation 
necessary to protect people and I don’t know of a better ‘example 
than minimum-wage legislation or a better proof of my point than 
the one you just made in your testimony. One of the objections to 
minimum-wage legislation is that if you put it into effect, then some 
employers—again ‘T say they represent a small minority when you 
take them as a whole—but some—for a profit dollar will exploit human 
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beings. So that it becomes a question of fact as to what that mini- 
mum figure, at a given time and under given economic conditions, 
js necessary for an income of health and decency. When you answer 
that question of fact then it is entirely irrelevant as far as the 
morality of the issue is concerned to bring up this very fallacious 
argument, that if the minimum wage is r: aised employers will not hire 
unskilled people. 

I recognize the point that you are making that these people are 
more skilled than employers like to say, but I: go farther: let’s assume 
they are not. Let’s assume the employers are ‘right, that many retail 
workers are unskilled. Does that mean that, because they are un- 
skilled, employers have the right to exploit them by paying a wage 
less than a w age of health and decenc y? 

They are never going to become very skilled if you keep them in that 
class. One of our great labor problems in this country, which is 
holding us back, is that many working people do not have sufficient 
economic income to enable them to improve their skills. There is a 
direct relationship between the income a person gets and his opportun- 
ity to improve his skills. And one of the reasons I am such an ardent 
advocate of a higher minimum wage and broader coverage is that I 
know that through the wage itself, with the passage of a little time, 
we will be improving the skills of people. 

Well, I don’t mean to take time to lecture, but I am so disappointed 
in the record of this hearing to date on the philosophy of minimum 
wage that I thought I would take that time. 

Now you may go ahead. 

Mr. Greenserc. Thank you, Senator. TI wish I had the ability to 
include your lecture, as you ‘labeled it, in my testimony. 

Senator Morse. I got it in there. 

Mr. Greenserc. It is often the case, Mr. Chairman, that part-time 
workers are the most productive retail employees. ‘They are com- 
monly used during peak periods of the salesday ; they are continuously 
engaged in direct "selling, merchandise handling, or customer service, 
and are kept busy from the moment they come in until they leave. 
Many stores, as a matter of fact, pay higher hourly wages to part 
timers than to full-time workers because of this fact. 

Furthermore, Mr. Chairman, our union, like others in the retail 
and distribution fields, has experienced no difficulty in negotiating 
terms of collective-bargaining agreements covering wages and hours 
of work for all types of employees i in retail trade, whether they are 
full time or part time, whether they are in the sales force or in the 
office. There just is no valid argument against the standards of the 
$l1-an-hour minimum wage and ‘the 40-hour week being applied to 
retail workers because of their so-called uniqueness. 

Our union recently participated in the presentation of data to the 
New York State Retail Trade Minimum Wage Board in connection 
with its consideration of proposals to raise the legal minimum wage 
for retail workers in New York State. 

As a result of this proceeding, the New York State Commissioner 
of Labor issued minimum wage ‘order No. 7-B for the retail trade in- 
dustry, raising the minimum wage to $1 an hour, effective February 
15, 1957, in cities and towns of 10,000 or more. The same $1-an-hour 
minimum will go into effect in the remainder of the State on January 
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1, 1958. I would like, Mr. Chairman, to offer for inclusion in the 
record of your hear ings this ¢ opy of minimum wage order No. 7—B of 
the New York State Department of Labor. This i is the order which 
I have been discussing. 

Senator Morse. It will be marked for purposes of identification, 
This exhibit is entitled “Minimum Wage Order No. 7—B, State of New 
York Department of Labor.” 

It will be included in the files of the subcommittee and not in- 
corporated in the transcript. 

(The material referred to will be found in the files of the subeom- 
mittee. ) 

Mr. Greenserc. I would also like to offer for the record a copy of the 
brief submitted by the Retail, Wholesale & Department Store Union, 
AFL-CIO, to the New York State Retail Trade Minimum Wage 

Board on September 5, 1956. I think you will find it pertinent. 

Senator Morse. It will be marked for purposes of identification, 
The exhibit is entitled “Brief, Retail, Wholesale and Department 
Store Union, AFL-CIO, and District 65, New York State, filed with 
the New York State Trade Retail Minimum Wage Board.” It will 
not be included in the transcript but kept on file as an appendix to the 
hearing. 

You may proceed. 

(The material referred to will be found in the files of the subcom- 
mittee. ) 

Mr. GreenperG. Now, Mr. Chairman, I would like to say a word or 
two about the proposals for extending minimum-wage protection that 
Secretary Mitchell made before this subcommittee on Monday, Feb- 
ruary 2! 

It is my understanding that the principal effect of Secretary Mitch- 
ell’s recommendations would be to extend the coverage of the mini- 
mum-wage provisions of the wage-and-hour law, but not the maximum- 
hours provisions, to some 2% million additional workers. 

Naturally I am gratified to see the administration begin to recognize 
in the form of firm recommendations that there are important legisla- 
tive tasks to be accomplished in the field of extension of the coverage 
of the Fair Labor Standards Act. The administration’s proposals 
are a definite step forward, and I think everyone must recognize them 
as such, 

It is difficult for me to understand, however, why the maximum- 
hours provisions of the Fair Labor Standards Act should not be ex- 
tended to additional workers when minimum-wage protection is given 
to such employees. In principle, there is no reason why the additional 
214 million workers the Secretary proposes to cover should be denied 
the protection of the maximum-hours provisions when these pro- 
visions are already applicable to some 20 or 25 million employees who 
are already covered by the act 

The overtime provisions are not simply a guaranty of employment 
opportunities in a surplus-labor market. Overtime has been written 
into the wage structure of most industries subject to the Fair Labor 
Standards Act and should, in our judgment, be a part of the basic 
wage structure of every industry. 

Indeed, Mr. Chairman, the question today should not be whether 
any employees shall be exempt from the maximum-hours provision of 
the Fair Labor Standards Ket. Rather, this subcommittee and the 
appropriate House subcommittee should begin immediately a study 
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of whether or not the 40-hour week should be reduced. Such legisla- 
tion is before your subcommittee and will I hope receive its early con- 
sideration. 

We have experienced no difficulty, Mr. Chairman, in negotiating 
contract terms in the retail industry providing for the 40-hour week. 
Employers in the retail industry, as in other industries, are aware of 
the possibilities of scheduling shifts in such a way as to minimize dis- 
location due to rush periods and peak seasons. 

In addition, there is actually very little overtime in the retail in- 
dustry with the exception of department, specialty, and limited-price 
variety stores during peak seasons. As a general rule, these are large 
establishments which experience no difficulty in regulating hours or 
in regulating schedules. 

And difficulties that might result from requiring overtime after 40 
hours in the retail industry are also, of course, limited by the fact 
that there is an increasing utilization of part-time employees. 

Furthermore, for any overtime that may have to be paid during peak 
seasons, most of the giant corporations that dominate the retail trade 
in nearly all its branches are amply recompensed by the additional 
volume and profits. 

For these reasons I am unable to see why the maximum-hours pro- 
visions of the Fair Labor Standards Act should not be extended to 
exactly the same employees as the minimum-wage provisions. 

Secretary Mitchell’s argument that application of the overtime pro- 
visions to these employees presents “peculiar and serious problems” 
and that “adjustment to both the minimum wage and the 40-hour 
week would be very difficult for many enterprises” does not in my 
judgment stand up under careful scrutiny based on the facts of busi- 
hess operation. 

The other proposal of Secretary Mitchell’s on which I wish to com- 
ment very briefly is his recommendation that would limit new cover- 
age to enterprises employing 100 or more employees, 

There is no reasonable relation that I can see between the numbers 
of employees in an enterprise and the effect of its activities upon inter- 
state commerce. A firm with just a few employees which handles 
high-priced merchandise can have fully as much an effect upon inter- 
state commerce as a firm with many more employees handling lower 
priced merchandise. 

The Secretary’s recommendation would, I believe, place certain 
types of retail establishments at a competitive disadvantage as against 
others. 

For example, the high-quality specialty shops and dealers handling 
high-priced merchandise do not ordinarily utilize very many em- 
ployees. The limited-price variety stores, on the other hand, usually 
require a considerably larger number of employees, perhaps 2 or 3 
times us many, to handle the same volume of business. 

Yet under the Secretary’s proposal, the latter would come under 
coverage much sooner than the former. It is apparent, therefore, 
that the number of employees in an enterprise has almost. nothing 
whatsoever to do with the effects of that enterprise’s activities upon 
interstate commerce or the production of goods for interstate com- 
merce. 

Furthermore, Mr. Chairman, it seems to me that there would be a 
very difficult problem under the Secretary’s proposal in connection 
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with the employment of part-time employees. Are they to be included 
among the 100 or more employees? If they are, the Secretary’s pro- 
posal may, I suggest, actively discourage part-time employment in 
the retail industry. If, indeed, it is true that sich employment pro- 
vides a needed supplement to the incomes of many families, a proposal 
that might cut off this supplement should receive, as the Secretary 
says, very careful consideration by the subcommittee. , 

To sum up our objections to Mr, Mitchell’s proposal, let me reiter- 
ate: The test of 100 or more employees is unfair and administratively 
unworkable. The test as to inflow of merchandise, which I have not 
dealt with in detail, is equally unfair and unworkable. The proposal 
for eliminating the overtime provision for newly covered groups is 
unsound in principle and completely unfair. 

Senator Morse. Before you go to your conclusion I want to ask one 
question dealing with these part-time employees. 

As you indicate in your statement, it is commonly argued that part- 
time employees work to supplement family income or they work to 
help pay their way through school or they work for a variety of other 
purposes and motivations. 

To put it bluntly, do you think it is any business of the employer 
or anyone else what purpose the employee puts his money to after 
he earns it in considering minimum wage legislation ? 

Mr. GREENBERG. Obviously not. 

Senator Morse. Do you agree with me that the question is: What is 
a fair decent minimum wage, that ought to be paid any self-respecting 
worker per hour for the service rendered an employer subject to the 
jurisdiction of the Federal Government ? 

Mr. Greenserc. That is correct. 

Senator Morse. I want to say that because of my work in the labor 
field and wage issues I have always been interested in this paternal- 
istic conception of employers, which of course goes back to feudal 
and slave days really. It is a lingering remnant of an economic 
philosophy that it is the employer that is the economic father of the 
employee. 

Mr. Greenserc. At 60 cents an hour. 

Senator Morsr. Sometimes much Jess—and that therefore he must 
be presumed to have a certain right to determine whether or not a 
lesser wage shall be paid because of the purpose to which the em- 
ployee is going to put the dollar earned. 

It creeps out in various forms in much of the argument on these 
matters. Of course, it is honeycombed into the Secretary of Labor’s 
position. 

There is only one question here: What is the fair and decent wage 
the Government ought to require must be paid to all workers for serv- 
ices performed? Leave it to the worker to determine what he wants 
to do with his money. I think the time has come to cut off all the 
strings of these remnants of feudal and slave philosophy in connection 
with wages; it just doesn’t happen to be any of the employer’s business 
as to what he does with money, nor, in my opinion, does the alleged 
fact that the money earned supplements the individual’s income from 
other sources justify the eniphaver asking for a kickback. That is 
what this is. It is a form of an economic kickback that the employers 
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are asking for. Because you have another form of income, just be- 
cause you may have been left an inheritance, is no reason for an 
employee to get less than the minimum wage for the work performed. 
I cannot ever r countenance that ar rgument. 

We have to have a sound minimum-wage program. I certainly 
hope in the year 1957 we perform an operation on the philosophy of 
these employers who still think they are entitled to this type of 
economic kickback from underprivileged workers. 

You may proceed. 

Mr. Greenserc. Mr. Chairman, with us here today are two retail 
workers from Birmingham, Ala., who are members of our union. 

Their own standard of living demonstrates very vividly what we 
have been talking about, and I am sure you will find their story of 
interest. 

I would like to call them up before I conclude. May I? 

Senator Morsr. We will hear them. 

Mr. GreenserG. Thank you, Mr. Chairman. This is Mrs. Mary 
Drake, and this is Mrs. Marietta Coleman. 

Senator Morse. Very glad to have you before the committee. Pro- 
ceed in your own way. 


STATEMENT OF MRS. MARIETTA COLEMAN, BIRMINGHAM, ALA. 


Mrs. Coteman. I am Marietta Coleman from Birmingham, Ala. 
I work for the W. T. Grant Co., been with them for 3 years. I atton 
off at 62.5 cents an hour and now over a period of 3 years I make 82. 
cents, which is not much. I manage the candy department with no 
help, except on Friday, and the highest paid girl in our store, with a 
period of 10 to 15 years’ service, gets $45 a week. This year in our 
contract we did get a minimum wage for a department head of $32 
a week. 

We have been working for that a long period of time; we eventually 
got it this year. 

Senator Morse. Are the necessities of life any less costly or the need 
for them any less than that experienced by some of your friends who 
work in establishments protected by minimum-wage law and receive 
at least $1 an hour? 

Mrs. Coteman. I believe so, sir; yes. 

Senator Morse. Let me restate my question. Are your needs for 
necessities of life, clothing and food and shelter any less than those 
of some of your friends that work in stores or plants that may pay 
a dollar-an-hour minimum / 

Mrs. Coteman. No. 

Senator Morsr. Therefore, do I understand the conclusion you want 
me to draw from your testimony is that vour low wages, in your 
opinion, are an unfair discrimination against you in comparison with 
other employees of vour acquaintance who receive a dollar an hour? 

Mrs. Coteman. That’s right. 

Senator Morse. Do you feel that your Federal Government owes 
you the same protection as it gives to other employees that work in 
plants where workers are protec ted by the minimum-wage law ? 

Mrs. Coteman. Yes. 

Mr. Greenserc. Now, I would like you to hear from Mrs. Drake. 
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STATEMENT OF MRS. MARY DRAKE, BIRMINGHAM, ALA. 


Mrs. Draxe. IT am Mary Drake and I am from Birmingham, Ala, 
I work for H. L. Green. I work in the grocery department. I make 
60 cents an hour. My job is to help keep the shelves stocked, work as 
cashier, and bag groceries. I have a husband and four children. He 
has been out of work. 

Senator Morse. How many children? 

Mrs. Draxe. Four. He has been out of work for over 5 months, 
When they, by the time they cut me, my take-home pay is not much, 
just $24 a week is an average of what I get. I work because I have to, 

Senator Morse. Do you share Mrs. Goleman’s view that your Gov- 
ernment ought to give you the same protection by way of a minimum 
wage that presently it provides for a great many other workers in 
this country ? 

Mrs. Drake. I certainly do, sir. 

Senator Morse. That’s all. 

Mr. Greenserc. Thank you. 

Senator Morse. Thank you. 

Do you have a concluding statement ? 

Mr. Greenserc. To sum up our objections to Mr. Mitchell’s pro- 
posal, let me reiterate: The test of 100 or more employees is unfair 
and administratively unworkable. The test as to inflow of merchan- 
dise, which I have not dealt with in detail, is equally unfair and un- 
workable. The proposal for eliminating the overtime provisions for 
newly covered groups is unsound in principle and completely unfair. 

I am calling upon you gentlemen and your colleagues in the Senate 
to take Mr. Mitchell’s warnings and economic pr edictions with a grain 
of salt. You will remember that last year when Mr. Mitchell pro- 
posed a 90-cent minimum wage, he predicted all sorts of dire con- 
sequences if Congress enacted a higher minimum. 

But you, in your wisdom, overr ode his recommendation, passed the 
$1 minimum, and none of the dire consequences came to pass. 

I urge you most strongly to act upon Mr. Mitchell’s recommen- 
dations on coverage in the same way—that is, to bring them into 
line with current conditions and to carry out the intent “of the Fair 
Labor Standards Act by promptly passing S. 1267, thus extending 
coverage to millions of low-paid workers who urgently need and are 
entitled to such protection. 

Senator Morse. Mr. Greenberg, I want to ask one question about 
one of the provisions of the bill. Although I introduced the bill, 
for the reasons I explained the day before yesterday in the record, 
I am troubled about the section that provides for the coverage of 
retail stores where they are part of a chain of more than 4 stores or 
have annual sales of more than $500,000. 

How important is the four-store test and why is it recommended ? 

Mr. Greenperc. We do not regard the four -store test as nec essarily 
important. I don’t think our union is particularly interested in the 
number-of-stores test. You notice I didn’t stress the four-store sec- 
tion. We don’t think that it makes too much difference. When we 
talk in terms of $500,000 volume of sales, however, this is_not 
just an arbitrary figure, such as the Secretary picked. We have dealt 
with retail employers. We know that any store that does a volume 
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of $500,000 is big business. This is the kind of industry to which we 
cannot apply the yardstick of Mom and Pop store, the small corner 
store. We think when a store does $500,000 business a year it certainly 
has the ability to meet the minimum wage. But we are not par- 
ticularly inclined to insist on the four- store test. 

Senator Morse. Would you say that the four-store test and the 
$500,000 test are suggested in order to strengthen your case for the 
exercise of Federal jurisdiction ? 

Mr. GreenserG. Well, that is so unquestionably so. The four-store 
test, I think at least denies the employer the ability to argue, if he 
has that many units, that he doesn’t know whether or not he comes 
under the act. We think that four stores certainly represent volume 
of business, volume of operation. But certainly we think a better 
test-is the test of volume of business, the $500, 000 volume of sales test. 

Five hundred thousand dollars a year in sales requires minimum 
purchases of some $300,000 worth of merchandse. That is big busi- 
ness. That is not small. 

Senator Morsr. I’m glad to have your view on this. 

I intend to make a further study of this section of the bill. It was 
included in past proposals so as to remove the allegation that coverage 
is intended for small, individual outlets. 

Mr. Greenserc. That’s correct. 

Senator Morsr. Thank you very much, Mr. Greenberg. 

Mr. GreenserG. Thank you very much for your courtesy. 

We have analyzed—Mr. Meiklejohn has made a study of—the ad- 
ministration’s proposals as discussed by Secretary Mitchell. We 
would like to submit his analysis for the committee to study. It is 
entitled “Analysis of the Administration’s Proposals for Extending 
the Coverage of the Fair Labor Standards Act.” We would like to 
have it included in the record. 

Senator Morse. I will accept it in the record as part of your testi- 
mony. 

(The document referred to is as follows :) 


ANALYS!S OF ADMINISTRATION’S PROPOSALS FOR EXTENDING THE COVERAGE OF FATR 
LABOR ST4NDARDS ACT 


In testimony before the Senate Subcommittee on Labor on February 25, 1957, 
the Secretary of Labor, James P. Mitchell, submitted “the Administration’s 
recommendations” for extending the coverage of the Fair Labor Standards Act. 
Subsequently, the Secretary forwarded to the subcommittee “technical amenda- 
tory language” which “if incorporated in a bill enacted to amend the Fair Labor 
Standards Act of 1938, as amended, would extend the protection of the act 
to additional workers as recommended by the Secretary of Labor.” 


SUMMARY OF ADMINISTRATION’S PROPOSALS 


The Administration’s proposals for extending the coverage of the Fair Labor 
Standards Act are as follows: 

(1) The interstate commerce coverage of the law would be broadened to 
inclnde “employees engaged or employed in the activities of any enterprise 
doing business in commerce to a substantial extent.” Such an enterprise would 
in turn be defined as those that purchase merchandise or receive for use in cur- 
rent operations materials or supplies that move directly across the state lines 
to its place or places of business amounting to.$1 million or more during the pre- 
ceding calendar or fiscal year, under regulations of the Secretary of Labor. 
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Translated into sales this means an annual dollar volume of business of between 
$1,600,000 and $1,700,000. For the employees of such an enterprise to be covered 
by the act, the enterprise would also have to have employed 100 or more em. 
ployees during the preceding calendar or fiscal year, likewise under regulations 
of the Secretary of Labor. 

(2) The minimum wage provisions would be made applicable to employees ep- 
gaged in the activities of certain enterprises, which are now exempt, in which 
the employer employs 100 or more employees. 


EFFECTS OF ADMINISTRATION’S PROPOSALS 


(1) The Secretary of Labor testified that the Administration’s proposals would 
apply to about 2,500,000 additional workers not now protected by the Fair Labor 
Standards Act. This is approximately 7,150,000 less than the 9,650,000 workers 
that would be benefited by the Morse-Kelley bills (S. 1267 and H. R. 4575). 

(2) The additional workers to whom the Fair Labor Standards Act would 
apply under the administration’s proposals would, for the most part, receive the 
protection only of the minimum wage provisions of the act. Some employees of 
construction and wholesaling concerns employing 100 or more employees would 
apparently benefit from the overtime compensation provisions as well as the 
minimum wage provisions, but these are the only employees to whom the maxi- 
imum hours provisions of the act would be extended in any way under the Ad- 
ministration’s proposals. Under S. 1267 and H. R. 4575, both the minimum wage 
and overtime provisions of the act would be extended to millions of workers, 
not only in construction and wholesaling, but also in many fields where workers 
are denied the protection of these provisions by the specific exemptions now con- 
tained in the law. 

(3) The principal beneficiaries of the change in basic coverage proposed by 
the Administration would be workers in retail trade and construction. The 
Secretary of Labor estimated that these proposals would extend mininmum wage 
protection under the Fair Labor Standards Act to about 2 million workers in 
retail trade and some 200,000 employees in construction. S. 1267 and H. R. 
4575 would extend minimum wage and maximum hours protection to approx- 
imately 3,960,000 in retail trade and service and some 1,400,000 employees in con- 
struction. 

(4) The proposal of the Administration to lift certain minimum wage 
exemptions in the case of employers of 100 or more employees would extend 
minimum wage protection to about 250,000 additional workers in five principal 
industries, namely, metropolitan transit, telephone, seafaring, hotels and 
taxicab operation. Also, an unspecified number of employees employed in a 
local retailing capacity or in fish or seafood handling and processing would be 
covered under the amendments proposed by the Secretary. About 470,000 workers 
now excluded by the exemptions applicable to employees in these industries would 
get minimum wage and maximum hours protection under 8S. 126 and H. R. 4575. 
The Administration’s proposals would not benefit in any way abont 3,822,000 
workers who are now exempt to whom 8. 1267 and H. R. 4575 would extend min- 
{mum wage and maximum hours protection. The following table gives com- 
parative estimates of the effects of the Administration’s proposal and those of 
S. 1267 and H. R. 4575 on workers in the various industries referred to: 


Administra- |S.1267andH.H. 


Industry tion's proposals 4575 (minimum 
(minimum wage and max- 
wage only) imum hours) 

j 
Metropolitan transit systems 65, 000 | 80, 000 
Telephone__- ‘ | 15, 000 | 18,000 
Seamen__..._-_- . eins oe 90, 000 117, 000 
Hotels__- ; | 50, 000 235, 000 
Taxicabs... -| 30, 000 | 20, 000 
rane = " 250, 000 | 470), 000 


Workers in the following industries who would get the benefit of minimum 
wage and maximum hours protection under S. 1267 and H. R. 4575 would get 
no protection whatsoever under the administration’s proposals : 
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EG? RTI ee ee ee aes wi SERPs 2h OF 1, 351, 000 
Wholesaling---..__..--_-------------~--------- ~---+---------- 1, 500, 000 
nO fag ibehe PRAT AALBERS ESR AMES SE IG ST 252 055.0} LE SEER BRP DS EERE DE a 242,000 
eereuremnnnaiens ~ceneseemsmataee £20952 EEO Sis ek 0 eee ee 233, 000 
Finance, insurance and real estate_______-- epee 2 SLI 117, 000 
peeing = 2 phe ASIA) FP SUN Oat oe cane SU Soe Beg FSe Se Sa 110, 000 
ee men smmeemetwrane. ee Se eee 101, 000 
NIP 2a Sc le a ne erat ae ae ee ear ence eee tate Seen 32, 000 
Bessoon processing... At jor) Se OF ia Use) sores 26, 000 
Peomnnenen i) oe ee a og oe ee a ee aks 210, 000 
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(5) The effects of the administration’s proposals on employees in laundering, 
dry-cleaning and repairing establishments and on employees in service enter- 
prises are not entirely clear. In generai, however, it appears that few, if any, 
of these employees would be brought within the protection, even of the minimum 
wage provisions of the Fair Labor Standards Act. 


SIGNIFICANCE OF ADMINISTRATION PROPOSALS 


In proposing to extend minimum wage protection under the Fair Labor Stand- 
ards Act to some 2,500,000 additional workers, the administration recommenda- 
tions constitute a definite and important step in the extension of the coverage 
of the act. In 1955 when Congress was considering amendments to the law 
extending its coverage as well as raising the minimum wage, Secretary of Labor 
Mitchell also made, but later withdrew, recommendations for extension of 
minimum wage protection to employees of multistate enterprises and enterprises 
that do the greater part of their business in interstate commerce or in the pro- 
duction of goods for interstate commerce. Although the opinion was widespread 
at the beginning of the hearings when Secretary Mitchell first testified that his 
proposals were in the form of firm recommendations, the Secretary indicated in 
a letter to Chairman Douglas of the Senate subcommittee on the last day of the 
hearing that all he had done was to suggest two areas to which special study and 
consideration should be given by the Congress. 

This year, Secretary Mitchell has announced that his proposals are “the ad- 
ministration’s recommendations with respect to extending the coverage of the 
Fair Labor Standards Act.” In his statement, the Secretary said “Specifically. 
I recommend the following amendments to the act * * *.” Thus, this year, 
Seecretary Mitchell has made specific recommendations for changes in the act 
to broaden its coverage. Furthermore, he has made clear, beyond all doubt, that 
the proposals he has made are “administration proposals.” In both these re- 
spects and also in the respect that his recommendations would extend minimum 
wage protection to a substantial number of workers who do not now have 
this protection, Secretary Mitchell’s proposals represent a significant affirmative 
move on the part of the administration. 

This is not to say that the step is a sufficiently large one to do justice to mil- 
lions of low-paid workers under present-day economic conditions or that there 
are not serious objections to the Secretary’s proposals. On the contrary, there 
are questions about and objections to these proposals on both counts as sum- 
marized in the next section of this analysis. 


OBJECTIONS TO ADMINISTRATION PROPOSALS 


(1) The administration’s proposals for extending the coverage of the Fair 
Labor Standards Act go further than any the present administration has made, 
but would affect only about one-fourth of the employees who would be brought 
within the protection of the minimum wage and maximum hours provisions of 
the act by S. 1267 and H. R. 4575. 

(2) The administration’s proposals would extend to retail trade and service 
industries the principle of limitation or exclusion from maximum hours pro- 
tection alone that is now applicable under the Fair Labor Standards Act only 
to establishments handling or processing perishable farm commodities or where 
employees’ hours are regulated under other Federal statutes, as in the case 
of railroad, motor vehicle, and air carriers. For 18 years the Fair Labor Stand- 
ards Act has been known as the Federal wage and hour law. It would be most 
unfortunate if at this late date, the Federal wage and hour law should be 
transformed into a Federal minimum wage law for some 2 million or more 
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workers whose conditions of employment are no different from those of millions 
of others who are covered by the maximum hours provisions of the act, 

(3) The administration’s recommendations would limit the new coverage pro- 
vided for in these proposals to employees employed by enterprises in which 100 
or more employees are employed. This is true both with respect to the new 
basie coverage provided by the administration’s proposals and the changes in 
exemptions recommended by the administration. No explanation has thus far 
been given as to the reason for selecting 100 as the particular figure for -the 
number of employees that are to be required before minimum wage protection 
under the Fair Labor Standards Act applies. Under Federal statutes, such as 
the Social Security Act, the largest number of employees used in the early days 
of the act for this purpose was eight. Any test based upon the number of em- 
ployees cannot help but operate unfairly as between different enterprises and as 
between the employees employed in such enterprises. 

(4) The proposals of the administration are couched in language so tech- 
nical and complicated that it is exceedingly difficult to determine whether par- 
ticular employees will or will not be covered by the Fair Labor Standards Act, 


COMMENT 


By making annual purchases directly from outside the State of at least $1 mil- 
lion in value the test of substantial engagement in interstate commerce, the ad- 
ministration’s proposals for changes in the basic coverage of the Fair Labor 
Standards Act appear to be based upon 1 of 3 alternative tests used by the Na- 
tional Labor Relations Board in determining coverage of retail establishments 
under the National Labor Relations Act. They apparently reject the other two 
alternative tests used by the Board based on indirect purchases from outside 
the State of $2 million in value and annual sales directly out of the State of 
$100,000. It is also worth noting that as to intrastate chains of retail stores 
and service establishments, the Board continues “the practice of totaling direct 
inflow, indirect inflow, or direct outflow of all stores in the chain to determine 
whether any one of these standards is met. If the totals satisfy any one of these 
standards we will assert jurisdiction over the entire chain or over any store 
or group of stores in it as in the past.” (19th Annual Report of the National 
uabor Relations Board for the fiscal year ended June 30, 1954, p. 4.) 

Insofar as they contemplate a change in the basic interstate commerce coverage 
of the Fair Labor Standards Act, the administration’s proposals do not appear to 
be substantially different from the proposals offered for study by Secretary 
Mitchell in 1955. Those proposals suggested extension of minimum wage protec- 
tion to employees of multistate enterprises and enterprises that do the greater part 
of their business in interstate commerce or in the production of goods for com- 
merce. This year there is no mention of multistate enterprises as such, although 
the larger enterprises of this type would undoubtedly be embraced within the 
term “enterprises doing business in commerce to a substantial extent.” Sub- 
stantial engagement in interstate commerce may be a more liberal requirement 
for bringing an enterprise and employees under the act’s minimum wage pro- 
visions than the 1955 requirement that to be covered an enterprise must do 
the greater part of its business in commerce or in the production of goods for com- 
merce, However this may be, the expanded interstate commerce coverage is 
subject to the absolute restriction that no enterprise would be covered under 
such expanded coverage unless it has 100 or more employees. 

The commerce clause of the Constitution (art. I, sec. 8) does not speak 
in terms of “substantial engagement” in interstate commerce. It gives Con- 
gress the power to “regulate Commerce with foreign nations, and among the 
several States.” The power of Congress over interstate commerce is not limited 
to situations where there is a lot of interstate commerce but may be exercised 
where there is any interstate commerce. The courts have held, furthermore, 
that this power may also be exercised over intrastate commerce wherever it is 
necessary and appropriate to do so in order to enable Congress effectively to 
control or regulate interstate commerce, 

For 18 years more than 13 million workers have been denied the protection 
of the Fair Labor Standards Act as a result of a restrictive concept of inter- 
state commerce coverage having been written into the act in 1988. Under the 
administration’s proposals in which tests of “substantial engagement” in inter- 
state commerce and employment of 100 or more employees are combined to 
limit the broadened coverage, nearly 12 million workers would remain in this 
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situation. While reducing the figure of noncovered workers from 13 million to 
12 million is some progress, it is small progress, particularly under present-day 
levels of wages, productivity, and business activity. . 

The administration’s proposals for changes in certain exemptions now pro- 
yided for in the Fair Labor Standards Act are, except in the case of multi- 
state retail enterprises, substantially new proposals. These proposals, how- 
ever, would leave unchanged the exemptions applicable to approximately 5 mil- 
lion workers to whom the protection of the Fair Labor Standards Act is now 
denied because of exemptions written into the law. The sum total effect of the 
administration’s proposals for limiting exemptions, restricted as they are by the 
requirement that an employee must be “engaged in activities of any enterprise 
in which an employer employs 100 or more employees,” is to reduce the number 
of employees exempt from minimum wage protection from the present fizure 
of approximately 6,500,000 to 5 million. Again this is some progress but again 
it is small progress under present-day levels of wages, productivity, and busi- 
ness activity. 

The administration’s proposals contain recommendations for inclusion of 
tips as part of the wages of employees in various service enterprises and the 
compensation of seamen employed on American vessels in accordance with the 
minimum wage requirements of the act. These recommendations do not appear 
to require special comment, 

Mr. Greenserc. Thank you very much for your courtesy. 

Senator Morse. Very happy to have you before us. 

The next witness is Mr. A. F. Hartung, president of the Interna- 
tional Woodworkers, AFL-CIO. 

I would be less than neighborly if I didn’t welcome Mr. Hartung 
to this witness chair as a fellow Oregonian. He is one of the great 
labor statesmen of our State. And I am delighted that it is possible 
Mr. Hartung, for me to be here this morning and listen to your 
testimony and engage in whatever colloquy the testimony may produce. 

Proceed in your own way. 


STATEMENT OF A. F. HARTUNG, PRESIDENT OF THE INTERNA- 
TIONAL WOODWORKERS, AFL-CIO 


Mr. Harruna. Senator Morse and gentlemen of this committee, 
Iam A. F. Hartung, presicient of the International Woodworkers of 
America, AFL-CIO. 

I appear before you in support of the section applicable to em- 
ployees of small logging operations proposed as an amendment to 
section 13 of the present Fair Labor Standards Act which contains 
exemptions from the minimum wage, maximum hours, and child labor 
provisions of the act for forestry or logging operations in which not 
more than 12 employees are working. 

In so doing I am also expressing the official support of my inter- 
national union for the complete Senate bill 1267 and House Resolu- 
tion 4575. 

We believe that expansion of the general coverage of the Fair Labor 
Standards Act to include all employees and firms engaged “in any 
activity affecting commerce” will allow the Fair Labor Standards 
Act to accomplish its original objectives. 

The coverage provided by the present Jaw contains wide gaps, and 
leaves many important areas unregulated. In these areas it does not 
deal with the economic ills it is intended to cure. 

The act is primarily designed for the protection of working men 
and women hs are unorganized, and lack the equality of bargaining 
power with their employers, needed to negotiate adequate wages as 
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a matter of contract. We believe that extension of coverage is neces. 
sary to accomplish the economically sound and humane purpose of 
the act. 

In the present act, the exemption of section 13 (a) (15) is com- 
pletely unrealistic and inequitable. The materials produced in the 
operation subject to this exemption, chiefly logs and pulpwood, in al- 
most all cases flow directly into the stream of commerce. Most of it 
goes to large corporations, producing lumber, paper, or other wood 
products. 

There are few industries in the United States doing better financially 
than the paper companies who contract for the pulpwood cut in these 
small operations. These integrated lumber and paper companies 
enjoy an extremely favorable profit picture as is indicated by our 
exhibits IV and V attached to this document. 

The elimination of coverage under the act for these logging opera- 
tions employing 12 people or less has the effect-of subsidizing, the 
earnings of these larger corporations at the expense of a group of 
helpless workers, largely unorganized, who do not have any negotia- 
ting strength to establish fair wages and working conditions through 
collective bargaining. 'To deny them the protection of the low mini- 
mum wage of $1 per hour is a gross miscarriage of justice of the great- 
est magnitude. 

The number of people that would be affected by lifting this exemp- 
tion is not great but the principle involved is fundamentally basic, 

According to the latest figures available to us, taken from the 1953 
edition of County Business Patterns, published by the United States 
Department of Commerce, there were 11,052 logging operations in 
the United States employing 12 people or less. 

We estimate the total number of people involved to be in the neigh- 
borhood of 110,000 workers. 

I can think of no better language to express our concern over the 
coverage limitations of the present act. and the need for amendments, 
than that contained in the memorandum concerning the Fair Labor 
Standards Act from the Department of Labor, dated May 13, 1955. 

The memorandum said, in part: 

In this act, the primary purpose of Congress was not to regulate interstate 
commerce as such. It was to eliminate, as rapidly as practicable, substandard 
labor conditions throughout the Nation. * * * 

In contrast with the objectives of the act, its present coverage is much more 
limited in scope—both economically and legally. * * * 

The reasons for such partial protection (1) the theory on which the coverage 
is based, and (2) the specific exemptions contained in the act. It would seem 
that unless these limitations are legally or ecOnomically justifiable, the present 
coverage and exemption provisions of the act fall far short of accomplishing 
its objectives. * * * 

Since the present section 13 of the act. exempting forestry or log- 
ging operations in which not more than 12 employees are working was 
adopted January 1950 there has been a continuing trend on the part 
of lumber and paper companies to contract and/or subcontract. their 
logging operations to establish working units that do not exceed 12 
employees. 

A good indication that these large and powerful lumber and paper 
companies have taken to this procedure of operation as a means of 
reducing their costs at the expense of a decent wage to the workers 
can be gleaned from an editorial which appeared in the Southern 
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Lumberman (a widely recognized industry publication), February 
15, 1957, issue, and I quote, in part: 


It is estimated that about 110,000 persons are employed in these small logging 
and forestry activities which involve 12 or fewer employees. This is not a very 
large portion of the total number of employed persons in the United States but 
it is an important segment of the lumber manufacturing industry, particularly 
in the South. Bringing these jobs under the regulation of the Wage-Hour Act 
would put a lot of such operations out of business, and would substantially in- 
crease the costs and difficulties of doing business by the survivors. 

You will recognize that the phrase “out of business” is the same 
ery that the southern lumber operators raised before the Senate com- 
mittee’ investigating the increase in the minimum hourly rate from 
75-ceents to $1 recently. And yet the Bureau of Labor Statistics’ 
survey now shows that relatively few operations actually closed down 
as a result of the increased minimum. 

Senator Morsp. May I interrupt at that point? 

I would like to get your view on an argument made to the subeom- 
mittee. Let’s assume the hypothetical that a business can’t stay in 
operation unless it is allowed to pay a wage lower than a decent mini- 
mum wage. Do you think the economy of the United States is helped 
any by keeping such a business in business? 

Mr. Harrune. Definitely not, Senator. I feel that, in an industry 
such as the lumbering industry, if an individual cannot meet the low 
minimum rate of $1 an hour he better go out of business; it is much 
better for the economy of the Nation. 

I don’t believe in working people at substandard wages, nor do I 
think it helps the rest of the industry. After all, the lumber industry 
is quite competitive. It has many natural conditions that. it has to 
meet in the areas in which timber grows and the climate conditions, 
and people who are allowed to operate at those low standards merely 
jeopardize the sound foundation of those that do pay a decent and 
fair wage. 

Senator Morse. Do you think, Mr. Hartung, that there is some 
cause-to-effect. rel: ationship between the wages ‘that employers in wn 
area pay and such social problems as juvenile delinquency, acuilt 
crithe,'and the many social problems that go along with slums? 

Mr. Harrune. Yes, Senator: I was very interested in listening to 
the testimony this morning of some of the other labor leaders in which 
they talked about supplemented employment by certain members of 
the family in some stores. These people that I am talking about that 
are required to go into the woods; there is no supplemental employ- 
ment for anyone. There is no other business there. The family must 
depend upon the income of the head of the family, someone who is old 
enough and strong enough and capable enough to go in and handle 
these woode utting jobs. And the living conditions—and I have trav- 
eled quite extensively through that area, Mr. Senator, and I wish I 
had thought of it, I could have br ought you some very good photo- 
graphs of the living conditions that these people live winder. 

It is deplorable that people working for such a rich industry as the 
paper and lumbering industry must live under those conditions, and it 
does contr ibute—they don’t even have school facilities properly located 
in those areas where it is easy for the children to go to school. Many 
of those people are illiterate. You find them w here they can’t even 
write their own names. And you have to mark an “X” for them. 
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Senator Morsr. Do you think, Mr. Hartung, that our Federal Goy- 
ernment owes the moral obligation to the workers of the country to 
take such legislative steps as are necessary to prevent employers from 
exploiting workers by paying them less than a decent minimum wage, 
and thereby, in paying that wage, increase our social problems in 
juvenile deliquency, crime, and health and slum problems? 

Mr. Harrune. Our position is that the Federal Government cer- 
tainly has the responsibility to see that its citizens, where they are 
willing to work, capable of working, can receive, and must receive, a 
wage that gives them a decent standard of living. I think that is their 
responsibility, and people I generally cast my ballot for; I try to vote 
for people that have that philosophy. I feel that it is part of Govern- 
ment’s duty; yes, sir. 

Senator Morsr. Do you agree with me that our system of private 
enterprise, with whatever assistance it may need from Government 
in certain emergency situations from time to time, is nevertheless 
strong enough and vital enough to pay decent minimum wages to em- 
ployees who help keep the private-enterprise system going ¢ 

Mr. Harrune. Certainly, Senator; I feel that way with you, If 
we are going to maintain a good sound economy, that is a must. We 
must put out enough money for wages to consume the commodities 
that we produce. We can’t continue to depend upon supporting our 
commodities. We feel that the employers that do pay fairer wages— 
speaking on behalf of the employers momentarily—on the west coast 
we have been successful through organization because they haven’t 
used the piecework system so extensively as they have in other parts of 
the country; we are not interested about the dollar minimum, because 
commonly they get around $1.90 an hour there, and the average wage 
is about $2.30. 

They have to compete with those people that I am talking about 
mostly in the South and in the southern areas and in the New England 
States. 

Senator Morse. You made reference to the purchasing power of the 
consumer. Is it not true that the free-enterprise system itself is com- 
pletely dependent for its strength upon a broad and deep base of pur- 
chasing power on the part of the consumers of the country, which 
means that they have to get wages high enough to maintain that pur- 
chasing power ? 

Mr. Hartrune. That is correct, Senator. 

Senator Morse. That being so, if we are confronted at any given 
time with a problem in which we find that there is a business slump 
and business contends that it cannot pay a decent wage because of 
economic conditions, does it not then become the moral obligation of 
Government toward business to proceed with whatever full employ- 
ment plans the Government finds it necessary to inaugurate, be they 
public works or otherwise, to help rebuild that purchasing power so 
that the free enterprise can continue to strengthen and expand ? 

Mr. Hartune. That is absolutely correct, Senator, And I think that 
a very good example could be stated right now. We in the lumber in- 
dustry could use some of that help right now. The policy of the Gov- 
ernment and the tight-money oy has hurt the lumber industry all 
over the United States, and I think unless something is done pretty 
soon by Government to help lumbering, which also is affecting the 
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paper industry, that you are going to find that it will affect the entire 
economy of this Nation. 

Senator Morse. I think it is a perfect illustration. Wages can be 
cut, which results in decreased purchasing power in addition to all 
the direct hardships upon those workers, or we can proceed with a 
Government program that will result in trying to catch up with the 
great lag in the construction needs in the country and it will help 
private enterprise, employment, and purchasing power. 

Mr. Harruna. I say this, Senator. I am certaimly not in favor of 
any wage cutting. I went through one of those periods back in the 
1929 and 1930’s. I was working in the logging industry at that time, 
and we used to get a cut on the 1st and the 15th of practically every 
month until finally we were all on the breadlines. So I think it proves 
that that is not the answer to building an economy. We have to do it 
by taking care of the needs of the people, and certainly housing is one 
of the things that there is no surplus of. 

Senator Morse. I am interested in your testimony on this matter 
of the 12-employee exemption. I think it illustrates the need for 
changing some thinking in some parts of the country. Is it morally 
right to permit a business to pay substandard wages to its employees, 
on the ground that otherwise it would have to go out of business if it 
is required to pay a fair wage to its employees? 

What you are pointing out here, goes back to the economic philoso- 
phy of Brandeis and other liberals of that time, that the best way to 
weaken the free-enterprise system would be to accept that argument. 

On the contrary, the best way to strengthen the free-enterprise sys- 
tem is to insure to the consumers of America the purchasing power 
they must have to buy the products of the free-enterprise system. 
Government, on occasion, has to come in and to stimulate and help 
and lay down fair rules. 

You mentioned the need for a housing program. Our State has 
the highest unemployment today in the Nation, 10.8 percent, because 
construction is down; and the pessimists would argue what we ought 
to do now is not increase minimum wages in various parts of the 
country, what we really ought to have is a wage reduction. 

And that is when you would see vacant stores. There is no surer 
way of producing an increase in vacant stores than to follow that 
pessimistic line. Of course, what we need is a Government program 
for cooperation with private enterprise which will build the houses 
necessary to provide homes and to put men back to work and use the 
materials to which the livelihood of the members of your union are 
so completely dependent. 

But you see the trouble, Mr. Hartung, in a discussion of a piece of 
legislation such as this, too many like to discuss it only within a strait- 
jacket, to use a figure of speech, rather than to see the implications 
of it in relation to the while economy. Iam glad in your testimony 
you are demonstrating that you recognize that when we are talking 
about extending coverage and raising minimum wages, we are really 
talking about the thing that is so needed for the strengthening of 
private enterprise, namely, increasing the purchasing power on the 
part of the people to consume the goods that private enterprise 
produces. 
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I wanted to get that into the record too, because I have noted in 
the hearings to ‘date this phase of the philosophy of minimum wages 
hasn’t been covered adequately in my judgment. 

Please proceed. 

Mr. Harrune. Because of the major trend of paper companies 
merging with old, well-established lumber companies to generate 
highly integrated operations of paper, lumber, and by products, I am 
going to stress the pulpwood cutting segment of the logging opera- 
tions, with the additional notation that what applies to the pulpwood 
cutting crews likewise can be applied to many lumber-logging opera- 
tions. 

Through the first 10 months of 1956 (the latest period for which au- 
thentic figures are available), there were 31.2 million cords of pul )- 
wood cut in the United States. This was an increase of 4.1 aie 
cords over the same period in 1955. 

Almost all companies today are buying from 60 percent to 90 per- 
cent of this pulpwood requirement through a contractor and/or sub- 
contractor arrangement. For this and other reasons, such a procedure 
is greater protection against price squeezes that might otherwise come 
about if pulp cutting ‘costs were increased by the « companies having 
their own employees perform this work under union contract. 

Such pulpwood is provided to some 1,070 pulp and paper mills in 
39 States. The four areas of concentration—the Northeast, South, 
Great, Lakes, and Northwest—are regions where timber is abundant 
either from company lands or from smaller individual owners. 

Sales of paper and allied products industry have increased 5 times 
in the past 30 years—from $1.6 billion to $9.9 billion, according to 
the American Pulp & Paper Association. 

Between 1956 and 1955, the average pretax profit margins of paper 
companies were about 17.5 percent of sales. Many integrated mills 
are earning 15 percent and more on their net worth. 

The recent protest of publishers against the $4-$5 increase per ton 
that the paper companies have put on newsprint has brought to the 
fore the tremendous profits that are being made by these integrated 
paper companies. We understand that Senator Potter has asked 
for an investigation into this matter, and undoubtedly the facts in 
this regard will be further developed through such an investigation. 

It is ironical, to say the least, that the workers who cut the raw ma- 
terial that these giant industrialists consume are helpless to earn a 
decent wage because they are not afforded the protection of the pres- 
ent Wage and Hour Act. 

The plight of these woodcutters is now even being recognized by at 
least. one employer association. In an address by W.S. Bromley, ex- 
ecutive secretary to the American Pulpwood Association, at the annual 
meeting of the National Paperboard Association in the Waldorf-As- 
toria Hotel. New York City, on November 14, 1956, he had this to say, 
in part: 

1. Pulpwood workers must be employed for a longer period of the workyea 
According to the United States Forest Service, the national average number of 
months of employment per pulpwood workers in 1950 was only 8.3 months. 

I would like to state here: In order for the industry to obtain 30 to 35 
million cords of pulpwood—128 cubic feet to the cord rough wood 
basis—through the efforts of approximately 110,000 pulpwood cutters 
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in a period of 8 or 9 months would obviously entail considerable over- 
time hours, for which no overtime pay need be made because of the 
wage-and- hour exemption. 

(Quoting further from Mr. Bromley’s speech: 

2. Wages of woodworkers must be made sufficiently attractive to interest a 
larger and more stable labor force. 

3. 90 percent of the pulpwood labor force is in the employ of or under the 
eontrol of contractors or pulpwood producers. 

4. Since pulpwood operations are, of necessity, scattered and small, the 
average number of employees worked by pulpwood producers is something 
between 5 and 10 men. The average pulpwood producer probably gets out less 
than 1,000 cords of pulpwood a year, but at some mills using only 300,000 cords 
of pulpwood annually, at least a thousand pulpwood producers can be found 
delivering the requirements of Such a mill. 

The logging of pulpwood and of other forest products has always been one 
of the most hazardous of occupations, at least so far as the frequency of acci- 
dents are concerned. In fact, it is just about 15 times as hazardous as work 
in the pulp or paper mills, 


6. Pulpwood can be produced only in weather that is reasonably fair or opera- 
tions must be shut down under unfavorable conditions of rain, sleet, ice, snow, 
or other conditions. Some work, such as peeling, river driving, and snow and 
ice hauling must be speeded up in specific seasons to take advantage of a par- 
ticular set of natural conditions over which man has no control. 

It is our considered opinion that much of the concern expressed by 
Mr. Bromley for the American Pulpwood Association can be cor- 

rected if this session of Congress will extend the Fair Labor Standards 
Act coverage as provided in Senate bill 1267 and House Resolution 
4575. 

I should like to submit for the record sever! exhibits which are 
attached as supplementing my statement before the committee today. 

These include the report of the United States Department of Com- 
merce and the United States Treasury, Federal Trade Commission, 
and the American Paper & Pulp Association dealing with sales from 
1946 through 1955; the American Paper & Pulp Association report . 
profit-and-loss statement of 93 integrated mills which account for 
percent of the total integrated mill capacity in the United States, 19: 39 
through 1954; the American Paper & Pulp Association Survey of New 
Capacity, 1953 through 1958; an 11-year statistical summary of the 19 
major paper companies; and a list of 29 of the major integrated 
paper and lumber companies who contract for logs and pulpwood 
with operations employ) ing 12 or less workers, showing their financial 
status for the year 1955. 

Senator Morse. We will mark for purposes of identification in this 
hearing a table entitled “Paper Industry Sales, 1946-55,” and it will 
be included in the record as part of Mr. Hartung’s testimony. 

We will mark for purposes of identification a paper entitled “Pa- 
per Industry Profit and Loss Statement of Integrated Companies, 
1939-50” to be incorporated as part of Mr. Hartung’s testimony. 
Marked for purposes of identification is a table entitled “Paper Indus- 
try Survey of New Capacity, 1953-58. Estimated capacity to end 
of year.” ‘It will be included as part of Mr. Hartung’s testimony and 
we will mark for purposes of identification a table “entitled “List of 
Some of the Major Companies Who Contract for Logs and Pulpwood 
With Operations Employing 12 or Less, showing the Financial Status 
of the Year.” That will be incorporated as part of Mr. Hartung’s 
testimony. 
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Then there will be marked, not to be incorporated in the transcript 
but made part of an appendix to the hearing an exhibit, entitled “Part 
of Testimony of A. F. Hartung before Senate Subcommittee on Labor 
Hearing, March 8, 1957.” 

Does that cover all the exhibits, Mr. Hartung / 

Mr. Harrune. That’s right. 

In conclusion, I submit to you that the exemption of employees of 
logging operations of 12 men or less is morally wrong, economically 
unsound, and unjustifiable from a legal standpoint. 

The exemption arose out of political logrolling of the worst kind. 
Its effect is to condemn thousands of American workers to a life of 
misery and poverty, in order to further inflate the profits of an already 
prosperous industry. Traditional American justice and the welfare 
of our free-enterprise system calls for the abolition of this injustice. 

Thank you, gentlemen, for affording me the opportunity to appear 
before you and to testify in behalf of a small group of workers who are 
being deprived of the benefits of receiving the minimum requirements 
of the law through an unfair exclusion in the present act. 

(The exhibits referred to follow Mr. Hartung’s prepared statement, 
except for the last-mentioned exhibit which will be found in the files of 
the committee.) 


TESTIMONY OF A. F. HARTUNG, PRESIDENT OF THE INTERNATIONAL WOODWORKERS, 
AFL-CIO 


I am A, F. Hartung, president of the International Woodworkers of America, 
AFL-CIO. 

I appear before you in support of the section applicable to employees of small 
logging operations proposed as an amendment to section 13 of the present Fair 
Labor Standards Act which contains exemptions from the minimum-wage, maxi- 
mum-hours, and child-labor provisions of the act for forestry or logging operations 
in which not more than 12 employees are working. In so doing [ am also expres- 
sing the official support of my international union for the complete Senate bill 
1267 and House Resolution 4575. 

We believe that expansion of the general coverage of the Fair Labor Standards 
Act to include all employees and firms engaged “in any activity affecting com- 
merce” will allow the Fair Labor Standards Act to accomplish its original objec- 
tives. The coverage provided by the present law contains wide gaps, and leaves 
many important areas unregulated. In these areas it does not deal with the 
economic ills it isintended to cure. The act is primarily designed for the protec- 
tion of working men and women who are unorganized, and lack the equality of 
bargaining power with their employers, needed to negotiate adequate wages as a 
matter of contract. We believe that extension of coverage is necessary to accom- 
plish the economically sound and humane purpose of the act. 

In the present act, the exemption of section 13 (a) (15) is completely un- 
realistic and inequitable. The materials produced in the operation subject to 
this exemption, chiefly logs and pulpwood, in almost all cases flow directly into 
the stream of commerce. Most of it goes to large corporations, producing lumber, 
paper, or other wood products. 

There are few industries in United States doing better financially than the 
paper companies who contract for the pulpwood cut in these small operations. 
These integrated lumber and paper companies enjoy an extremely favorable 
profit picture, as is indicated by our exhibits IV and V attached to this document. 
The elimination of coverage under the act for these logging operations employing 
12 people or less has the effect of subsidizing the earnings of these larger corpora- 
tions at the expense of a group of helpless workers, largely unorganized, who do 
not have any negotiating strength to establish fair wages and working conditions 
through collective bargaining. To deny them the protection of the low minimum 
wage of $1 per hour is a gross miscarriage of justice of the greatest magnitude. 

The number of people that would be affected by lifting the exemption is not 
great, but the principle involved is fundamentally basic. According to the latest 
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figures available to us, taken from the 1953 edition of County Business Patterns, 
published by the United States Department of Commerce, there were 11,052 
logging operations in the United States employing 12 people or less. We estimate 
the total number of people involved to be in the neighborhood of 110,000 workers. 

I can think of no better language to express our concern over the coverage 
limitations of the present act and the need for amendments, than that contained 
in a memorandum concerning the Fair Labor Standards Act from the Depart- 
ment of Labor, dated May 13, 1955. The memorandum said, in part: 

“In this act, the primary purpose of Congress was not to regulate interstate 
commerce as such. It was to eliminate, as rapidly as practicable, substandard 
labor conditions throughout the Nation. * * * 

“In contrast with the objectives of the act, its present coverage is much more 
limited in scope—both economically and legally. * * * 

“The reasons for such partial protection: (1) The theory on which the 
coverage is based, and (2) the specific exemptions contained in the act. It 
would seem that unless these limitations are legally or economically justifiable, 
the present coverage and exemption provisions of the act fall far short of 
accomplishing its objectives * * *,.” 

Since the present section 13 of the act exempting forestry or logging operations 
in Which not more than 12 employees are working was adopted January 1950, 
there has been a continning trend on the part of lumber and paper companies 
to contract and/or subcontract their logging operations to establish working 
units that do not exceed 12 employees. 

A good indication that these large and powerful lumber and paper companies 
have taken to this procedure of operation as a means of reducing their costs 
at the expense of a decent wage to the workers can be gleaned from an editorial 
which appexred in the Southern Lumberman (a widely recognized industry pub- 
lication) Febrnary 15, 1957, issue, and I quote, in part: 

“It is estimated that about 110,000 persons are employed in these small 
logging and forestry activities which involve 12 or fewer employees. This 
is not a very large portion of the total number of employed persons in the United 
States but it is an important segment of the lumber manufacturing industry, 
particularly in the South. Bringing these jobs under the regulation of the Wage- 
Hour Act would put a lot of such operations out of business, and would substan- 
tially increase the costs and difficulties of doing business by the survivors.” 

You will recognize that the phrase “out of business” is the same cry that the 
southern lumber operators raised before the Senate committee investigating the 
increase in the minimum hourly rate from 75 cents to $1, recently. And yet the 
Bureau of Labor Statistics’ survey now shows that relatively few operations 
actually closed down as a result of the increased minimum. 

Because of the major trend of paper companies merging with old, well-estab- 
lished Inmber companies to generate highly integrated operations of paper, 
lumber, and byproducts, I am going to stress the pulpwood cutting segment of the 
logging operations, with the additional notation that what applies to the 
pulpwood cutting crews likewise can be applied to many lumber-logging op 
erations, 

Through the first 10 months of 1956 (the latest period for which authentic 
figures are available) there were 31.2 million cords of pulpwood cut in the 
United States. This was an increase of 4.1 million cords over the same period 
in 1955. 

Almost all of the companies today are buying from 60 to 90 percent of their 
pulpwood requirements through a contractor and/or subcontractor arrangement. 
For this and other reasons, such a procedure is greater protection against price 
squeezes that might otherwise come about if pulp-cutting costs were increased 
by the companies having their own employees perform this work under union 
contract. 

Such pulpwood is provided to some 1,070 pulp and paper mills in 39 States 
The four areas of concentration—the Northeast, South, Great Lakes and 
Northwest—are regions where timber is abundant either from company lands 
or from smaller individual owners. 

Sales of paper and allied products industry have increased 5 times in the 
past 30 years—from $1.6 billion to $9.9 billion, according to the American Pulp 
& Paper Association. Between 1956 and 1955, the average pretax profit margins 
of paper companies were about 17.5 percent of sales. Many integrated mills are 
earning 15 percent and more on their net. worth. 

The recent protest of publishers against the $4 to $5 increase per ton that 
the paper companies have put on newsprint has brought to the fore the tre- 
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mendous profits that are being made by these integrated paper companies. We 
understand that Senator Potter has asked for an investigation into this matter 
and undoubtedly the facts in this regard will be further developed through such 
an investigation. 

It is ironical, to say the least, that the workers who cut the raw material that 
these giant industrialists consume are helpless to earn a decent wage because 
they are not afforded the protection of the present Wage and Hour Act. 

The plight of these woodcutters is now even being recognized by at least one 
employer association. In an address by W. 8S. Bromley, executive secretary to 
the American Pulpwood Association, at the annual meeting of the National 
Paperboard Association in the Waldorf-Astoria Hotel, New York City, on 
November 14, 1956, he had this to say, in part: 

1. “Pulpwood workers must be employed for a longer period of the workyear. 
According to the United States Forest Service, the national average number of 
months of employment per pulpwood worker in 1950 was only 8.38 months.” (I 
would like to state here: In order for the industry to obtain thirty to thirty-five 
million cords of pulpwood—128 cubic feet to the cord, rough-wood basis—through 
the efforts of approximately 110,000 pulpwood cutters in a period of 8 or 9 
months would obviously entail considerable overtime hours, for which no over- 
time pay need be made because of the wage-and-hour exemption. ) 

Quoting further from Mr. Bromley’s speech : 

2. “Wages of woodworkers must be made sufficiently attractive to interest a 
larger and more stable labor force.” 

3. “Ninety percent of the pulpwood-labor force is in the employ of or under 
the control of contractors or pulpwood producers.” 

4. “Since pulpwood operations are, of necessity, scattered and small, the aver- 

age number of employees worked by pulpwood producers is something between 
5and10men. The average pulpwood producer probably gets out less than 1,000 
cords of pulpwood a year, but at some mills using only 300,000 cords of pulp- 
wood annually, at least a thousand pulpwood producers can be found delivering 
the requirements of such a mill.” 
5. “The logging of pulpwood and of other forest products has always been one 
of the most hazardous of occupations, at least so far as the frequency of acci- 
dents are concerned. In fact, it is just about 15 times as hazardous as work 
in the pulp or paper mills.” 

6. “Pulpwood can be produced only in weather that is reasonably fair or 
operations must be shut down under unfavorable conditions of rain, sleet, ice, 
snow, or other conditions. Some work, such as peeling, river driving, and snow 
and ice hauling, must be speeded up in specific seasons to take advantage of a 
. particular set of natural conditions over which man has no control.” 

It is our considered opinion that much of the concern expressed by Mr. Bromley 
for the American Pulpwood Association can be corrected if this session of Con- 
gress will extend the Fair Labor Standards Act coverage as provided in Senate 
bill 1267, and H. R. 4575. 

I should like to submit for the record several exhibits which are attached as 
supplementing my statement before the committee today. These include the 
report of the United States Department of Commerce and the United States 
Treasury, Federal Trade Commission, and the American Paper & Pulp Associa- 
tion dealing with sales from 1946 through 1955; the American Paper & Pulp 
Association report and profit-and-loss statement of 93 integrated mills which 
aceount for 75 percent of the total integrated mill capacity in the United States, 
1939 through 1954; the American Paper & Pulp Association Survey of New 
Capacity, 1953 through 1958; an 11-year statistical summary of the 19 major 
paper companies; and a list of 29 of the major integrated paper and lumber 
companies who contract for logs and pulpwood with operations employing 12 or 
less workers, showing their financial status for the year 1955. 

In conclusion, I submit to you that the exemption of employees of logging 
operations of 12 men or less is morally wrong, economically unsound, and unjusti- 
fiable from a legal standpoint. The exemption arose out of political logrolling 
of the worst kind. Its effect is to condemn thousands of American workers to 
a life of misery and poverty, in order to further inflate the profits of an already 
prosperous industry. Traditional American justice and the welfare of our free- 
enterprise system calls for the abolition of this injustice. 

Thank you, gentlemen, for affording me the opportunity to appear before you 
and to testify in behalf of a small group of workers who are being deprived of 


the benefits of receiving the minimum requirements of the law through an unfair 
exclusion in the present act. 
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Exuisrt 1.—Paper industry sales, 1946-55 
[In billions of dollars] 
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. Department of Commerce, Survey of Current Business, May 1955, p. 21. 

. Treasury, Federal Trade Commission, American Paper & Pulp Association. 
Not available. 
Dstimated. 


£xureiT Il.—Paper industry profit and loss statement of integrated paper 
companies, 1939-54 


Percentage breakdown of sales 
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1 Cost of goods sold from 1939-51 was derived by subtracting net operating profit from sales. 
9 Not available. 


Source: American Paper & Pulp Association, 
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Exuisit III.—Pdper industry survey of new capacity, 1953-58 

















Estimated capacity, in tons, 310-day basis at end of year 
| =e | | | ss | | T 
| 1953 | 1954 | 1955 | 1956 | 1957 1958 
iemmestcedien thers -| [ a “|= pelos post 
| : 
Newsprint ______- -.--| 1,075,700 | 1,272,860 | 1,389, 110 1, 611,690 | 1, 754, 290 | 2, 082, 890 som 
Book and ground wood | 3/839,660 | 3,789,750 | 3,862,910| 4,047,110 | 4,158,110 | 4, 160,280 tain 
Fine- 4 t | 1,355, 320 1, 399, 030 1, 431, 000 , 533, 000 1, 612,500 | 1, 612, 500 Nor 
Coarse. . 3, 460, 530 | 3, 500, 830 3, 571, 820 3, 687, 140 3, 857, 950 3, 915, 3 “uy 
Tissue ___. | 1,732,280 | 1, 681, 750 1, 852,560 | 2, 023,990 | 2, 062,740 | 2, 084, 900 a 
Other = 716,410 | 699,980 | 671, 460 | 675, 180 680,140 | 680, 140 Oxf 
Building paper 1, 420,110 | 1, 480, 250 | 1, 501,950 } 1, 599, 600 | 1,635,560 | 1, 644, 860 Sut 
| wa iw |— — y 
Total. paper 13, 600, 010 | 13, 824, 450 I 4, 280, 810 | 15,177,710 | 15, 761, 290 | 16, 180,870 Z 
i— | | = ——— | == the 
. | _ 
Container board | 6, 568, 710 | 7,550, 050 | “7, 635, 300 1) 10 pee sip | » oan | 1k : shi 
Bending and nonbending | 4,975,296 | 5,399, 890 5, 612, 860 |f 13, 633, 710 | 14, 902, 630 | 15, 204, 880 - i 
Cardboard and special stock.| 1, 289, 344 | 1,190,000 | 1,194,740 | 1, 290, 220 4 1, 292, 700 | 1, 293, 320 sak 
Wet machine | 229, 400 199, 950 | 199, 950 | 199, 950 199, 950 | 199, 950 
Building board | 1,536,360 | 1,701,900 | 1, 846, 670 1, 986, 170 2, 130, 320 | 2, 223, 320 
Total, board 14, 599, 110 | 16,041, 880 | 16, 489, 520 17, 160,050 | 18, 525, 600 | 18, 921, 470 ( 
Unassigned tonnage from | } } ma 
speedups ies 300, 000 230, 000 | 340, 000 fis« 
(Cumulative) (530, 000) (870, 000) 
ae “Rue : net 
Total, paper and 15 
board 7 | 28, 199,120 | 29, 866,330 | 30,770,330 | 32, 637, 760 | 34,816, 890 | 35, 972, 340 co} 
— - - a 
Source: American Paper & Pulp Association, Survey of New Capacity, December 1955 for 1953-54, os 
John Vogel (economist, American Paper & Pulp Association), Paper Trade Journal, July 16, 1956, p. 48 . 
for 1955-58. ko 
. . ; . : pa 
EXHIBIT 1V.—List of some of the major companies who contract for logs and Tl 
pulpwood with operations employing 12 or less workers, showing their finan- 
cial status for the year 1955 in 
EAST ag 
. ape al 
Total sales, Net profit, Percent of Earnings ca 
Company 1955 1955 profit to per share . 
sales common it 
’ ‘ ak | whee OJ 
United States Gypsum 5, 548 $40, 380, 967 6.4 $4. 98 
West Virginia Pulp & Paper , 000 15, 724, 000 11.2 | 3.08 tu 
Diamond Match , 000 9, 108, 000 14.1 | 3. 02 th 
National Container , 390 8, 397, 816 11.3 2. 25 ay 
Great Northern __ 71,377 4, 964, 692 11.2 4. 46 
Brown Co__. , 733 2, 030, 199 26.5 | 71 €) 
Hudson Pulp & Paper 2, 466 2, 285, 633 19. 4 1. 57 ti 
Hinde & Dauch_- 1, 434 1, 956, 704 14.3 5.44 a 
. cr 
SOUTH ti 
International Paper 796, 421, 637 83, 105, 016 9.6 7. 54 7 
Olin Mathieson 560, 480, 335 44, 558, 102 | 12.6 | 3. 36 l 
Johns-Manville 284, 741, 498 23, 511, 183 12.1 7. 34 e 
Robert Gair 160, 240, 000 9, 320, 000 17.2 2. 88 
Mead Corp 150, 525, 636 10, 643, 135 14.1 6. 29 
National Gypsum 148, 219, 476 5, 763, 690 9.4 4. 70 , 
Rayonier 142, 520, 969 5, 917, 652 9.0 2. 87 ¥ 
Flintkote 100, 995, 922 4, 945, 694 20. 4 3. 40 : 
Celotex Corp_- 71, 136, 590 5, O81, 643 14.0 | 5. 49 I 
Masonite - - ; 53, 984, 264 6, 093, 359 8.9 4.5 ] 
Crossett__- i 31, 751, 713 4, 089, 693 7.8 1. 81 ] 
SS caaeT - 1 
MIDWES1 
j | 
St. Regis. : ‘ | 257, 056, 527 19, 047, 755 5 2. 95 
Container Corp ; ...| 215,554,921 | 15, 703, 399 7] 6. 09 
Kimberly-Clark __- 176, 620, 376 12, 846, 624 7} 2. 84 
Marathon_. | 135, 107, 686 | 9, 197, 053 7 | 2. 51 
Minnesota & Ontario Paper. 73, 143, 033 7, 436, 693 9.8 5. 78 
Sutherland 57,301,747 | 3, 512, 204 16.3 | 3. 30 
WEST ; 
| | 
Crown-Zellerbach 414,080,000 | 44, 128, 000 9.4 3.11 
Weyerhaeuser. .-| 316,732,545 | 49,241,030 | 6.4 1. 98 
Scott Paper : M A .-.| 246, 684, 301 21, 336, 139 | 11.6 2. 65 
Hammermill 2% : bikinn Z 34, 461, 228 | 2,771, 214 | 12.4 3. 10 


| 
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Exurit V 


PART OF TESTIMONY oF A. F. HARTUNG, PRESIDENT oF IWA, AFL-CIO 












































The following section is a brief review of the background, product lines, and 
postwar accomplishments of 19 major paper companies. An 11-year statistical 
summary is included. These companies, the Champion Paper & Fibre Co., Con- 
tainer Corporation of America, Crown-Zellerbach Corp., Dixie Cup Co., Great 
Northern Paper Co., International Paper Co., Kimberly-Clark Corp., Lily-Tulip 
Cup Corp., Marathon Corp., the Mead Corp.. Minnesota & Ontario Paper Co., 
Oxford Paper Co., Riegel Paper Corp., St. Regis Paper Co., Scott Paper Co., 
Sutherland Paper Co., Union Bag-Camp Paper Corp., 8S. D. Warren Co., and 
West Virginia Pulp & Paper Co. were chosen because, as a group, they represent 
the major portion of United States capacity, basic production, timber owner- 
ship, and research efforts and all are well-known United States companies with 
sales last year over $50 million. 


i 


aS CO eee 


THE CHAMPION PAPER & FIBRE Co. 


' 


Champion Paper was incorporated in 1893 and is now one of the leading 
manufacturers of book and white papers in the United States. During the 
fiscal year ended March 31, 1956, approximately 79 percent of the consolidated 
net sales consisted of sales of paper, both coated and uncoated; approximately 
15 percent consisted of sales of various types of paperboard, and the remainder 
consisted of sales of pulp, chemical byproducts, and paperboard products. Total 
paper and paperboard production last year was 604,000 tons. Sales are made 
directly to large contract customers and through paper merchants. ‘“Krom- 
kote,” a well-known Champion paper, was a revolutionary new type of printing 
paper which is coated while on the machine rather than as a separate operation. 
This is perhaps the best-known result of the company’s research program. 
Champion is a well-integrated company owning some 540,000 acres of timber 
in North Carolina and Texas. Another 250,000 acres is under Champion man- 
agement. In the 1952-54 period the company purchased substantial acreage 
and now feels it is in a position to buy only outstanding woodlands. The daily 
capacity for pulp is over 1,200 tons. The North Carolina operation supplies 
its own pulp while the Texas mill supplies its needs and those of the Ohio 
operation. 

Mills are located at Hamilton, Ohio; Houston, Tex.; and Canton, N. C., with a 
total of 20 paper machines. Capital expenditures on plant from fiscal 1952 
through fiscal 1956 were about $38.7 million compared to a current net plant ac- 
count of $67.9 million. The most important program in recent years was the mod- 
ernization pt speedup of the Canton mill. The company is currently under- 
taking an extensive program designed to improve quality and lower costs. Also, 
a new w ‘hite paper machine is planned for production in 1959. Most of the 
company’s expansion has been paid for from retained earnings. For 1956 (1957 
fiscal) capital expenditures are estimated at $15 million. In July the company 
sold $20 million of debentures, proceeds of which will be used to pay off term 
loans and the balance will be used for additional working capital and.the 
expansion and modernization program. 

In the immediate postwar years Champion’s sales rose as did profit margins. 
Sales declined in fiscal 1949 but margins continued to widen. In the recession 
year of fiscal 1950 the reverse occurred with sales up and margins down. Cham- 
pion enjoyed excellent business along with the industry and pretax margins 
rose to the unusual level of 21 to 22 percent because of demand created by the 
Korean conflict. Per share earnings were naturally restricted by excess-profits 
taxes and by a change to the LIFO inventory method in 1950. After the 1952 
readjustment, sales resumed the upward trend in 1953 on higher volume and 
better prices, while margins were reestablished around the 15- to 16-percent 
level. 

In the 1956 fiscal year, sales and earnings rose importantly and profit margins 
were greater ‘han in the previous 3 fiscal years. Champion has consistently 
followed a policy of paying out a conservative percentage of earnings in the 
form of dividends. Employing internal earnings for growth purposes, this 
payout has been below the industry average and under 50 percent. 

The median price-times-earnings relationship has been fairly normal as com- 
pared to the industry. From a low point in 1947-48, the ratio advanced con- 
sistently through 1955 but declined slightly in the 1956 fiscal year. As the price 
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of the stock continued to advance, the yield has declined steadily in the past 4 
years from the 6- to 7-percent range. 


Operating results 


Net income 




















’ | Net income before tax | Net income 
| | before tax and depre- Net income!! before tax 
Sales and depre- | ciation and before tax as percent 
ciation and | amortization of sales 
| amortization | as percent | | 
| ofsales | | 
1956 (3 months to June 30)______- 3 pee ee enters $7, 751, 000 | 7.9 
1955 (3 months to June 30) __-_-_- OS 008, 000 455 Lae Hee | 5,874, 000 | 16.2 
Pn. Sib bkede nits cibinddhesae | 154,211,000 | $33, 212,000 | 21.5 | 27,556,000 17.9 
SS witckwsucoussseubledesseuk 135, 160, 000 | 25, 746, 000 | 19.0 | 20, 627, 000 15.3 
PEs Learecderaealbbmettnese cas 128, 044, 000 | 24, 361, 000 19.0 19, 803, 000 15.5 
i 118, 480, 000 23, 906, 000 20.2 | 20, 045, 000 16.9 
DEL bibashedeeansncumycanh et 121, 786, 000 30, 670, 000 25.2 27, 301, 000 22.4 
a a OE ee 106, 380,000 | 25,521,000 | 24.0 22, 436, 000 21.1 
seks eb ates ocuugiinnyonieys 84, 945, 000 16, 706, 000 | 19.7 | 13,885, 000 | 16.3 
a ee ee 80, 734, 000 18, 910, 000 | 23.4 | 16, 397, 000 2.3 
STs aibiuidd adbneaeiddiced asuielichs | 86, 736, 000 | 18, 188, 000 21.0 | 15, 661, 000 18.1 
DS dbcteiebnah<inh sade d6saeey 67, 611, 000 | 12, 705, 000 | 18.8 | 10, 522, 000 15.6 
oo |= - ————— — — 
Taxes as 
Taxes percent of | Net income Earned 4 
net income per share 
before tax 
1956 (3 months to June 30) ______. | $4, 052, 000 52.3 $3, 700, 000 2 $0. 81 
1955 (3 months to June 30)__.___- 3, 103, 000 52.8 2,771, C00 | 2.60 
DEO chipcdoweerlesatadcuaeid acces | 14, 324, 000 52.0 13, 103, 000 | 2. 87 
Pa chbindepdindponmeasidianecesmce | 10, 323, 000 50.0 | 310,202,000 | 32. 21 
ack Reniacinibiinn iinaaaaatadrsees 10, 208, 000 51.5 | 9, 546, 000 2. 07 
ENS = cclicteareatmentctlei nadie teaiatioem aac } 11, 129, 000 55.5 | 8, 874, 000 | 1.91 
hn ines acbahindclded Sinkdtihadies = baie 17, 314, 000 63.4 9, 936, 000 | 2.15 
SITE Sor. dearth el Den cmbesibaintlaabatiateun: dani | 11, 780, 000 52.5 | 10, 591, 000 2. 30 
a ae a pee | 5, 080, 000 | 36. 6 | 8, 766, 000 1. 89 | 
BE he cee cen eden tddbewaes | 6, 340, 000 | 38.7 | 9, 997, 000 2.18 | 
BOI WL . hi contie a Gilbdoustoknc’ i 7, 022, 000 | 44.8 8, 540, 000 1. 84 
ao telat caadoestiaaheaniaed eicex hacia eese 4, 527, 000 | 43.0 5, 919, 000 1.2 
| Dividend 4 Percent Price * Median Median 
| per share dividend range price-times- yield 
| payout earnings (percent) 
Rcnndintecnk ital Anrtenont | $1. 00 34.8 33-25 10.1 | 3.4 
Sa finials netinbtahe alesis tbnniteesons 1. 00 45.2 | 30-16 10.5 4.3 
DE dutasccebsbagcotucibedbtnoss | . 88 42.4 | 18-13 | 7.5 5.6 
DE: sccdidednthidsscubanhebh sec .75 39.3 | 15-11 6.8 5.8 
SS ee SS a 75 34.9 16-11 6.4 5.5 
retires Petal ccamesece et . 68 29.3 | 13-8 4.5 | 6.6 
Ss ccticentithatdqudhdttll necks | . 50 26.5 | 8-5 3.4 | 7.7 
SN Pinch ds kdhdas dtlancgeib ease . 38 | 17.2 | 74 | 2.6 | 6.5 
lgarcia ay pellicles .38 | 20.4 | 7-5 3.3 | 6.3 
th iaeicnerwnmanaewenrnces .31 25. 2 | 6-2 2.8 | 8.9 


1 Before minority interest. 
2 Adjusted for 2 for 1 stock split in July 1956. 

3 Includes $0.37 per share nonrecurring income. 
4 On basis of 4,408,000 shares outstanding and adjusted for stock split in July 1956. 
5 Years are for the fiscal years ending the following April in 1946-47 and in March 1949-55; 1948 is 11 months, 


Long-term debt 
Minority interest 


Common stock ?* 


Capitalization, Mar. 31, 1956 


1 Now 4,408,000 after 2 for 1 split in July 1956. 


$4.50 preferred stock (no par) 


$19, 282, 895 

$1, 048, 876 

shares__ 100, 000 
do._.. 2,204,000 
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CONTAINER CORPORATION OF AMERICA 


Container was incorporated in 1926 and today is probably the largest maker of 
shipping containers and folding cartons in the United States and the second 
largest container board and boxboard producer. The company’s products include 
corrugated and solid fiber shipping containers (47 percent of sales), folding 
cartons, fiber cans and flexible packaging (35 percent of sales) and paperboard 
in the form of container board, boxboard and “other,” including small sales of 
wastepaper and pulp (18 percent of sales). Some of the major industries which 
package and ship in Container Corp.’s products are food, clothing, soap, bever- 
age, furniture, automotive parts, petroleum, electrical equipment, housewares, 
textile, drug, and tobacco. 

At the end of 1955, Container owned 65 percent of the Mengel Co. This year 
an offer was made for the remaining shares and almost 97 percent have been 
acquired. Mengel consumes paperboard in its six container plants, much of 
which is purchased from Container Corp. Such business accounts for 45 percent 
of Mengel’s $46 million sales. The other 55 percent of sales are of wood products, 
principally branded bedroom and dining room furniture. Mengel owns or leases 
82,600 acres of timber near Container’s large Florida mill. In addition, Con- 
tainer owns, leases, or has cutting rights on 215,000 acres. About 9 percent of 
Container’s pulpwood requirements were obtained from company timber last 
year. Annual growth is estimated at 214 times that amount. The company does 
not plan an active timber-acquisition program. 

Container operates 13 paperboard mills and, exclusive of Mengel, has 17 ship- 
ping container and 13 folding carton plants well spread geographically to serve 
major consuming areas. The company also operates 6 fiber can, 1 setup box, 
5 wastepaper (used extensively as a raw material in paperboard), and 2 flexible 
packaging plants. In addition, Container has operating units in Mexico, Co- 
lombia, Venezuela, and West Germany. A West German paperboard mill is being 
erected. All of Container’s requirements of wastepaper, straw, most of its pulp, 
and about 25 percent of its container board and boxboard are purchased. In 
1954, Traver Corp, was acquired. Its flexible packaging products include items 
made from purchased cellophane, polyethylene, glassine, foil, etc. In 1955, Wayne 

-aper Box, a converter, was acquired for 26,606 shares. 

In the postwar years, Container concentrated on first improving its production 
quality and lowering costs. Then the important Fernandina, Fla., pulp and 
paperboard operation was substantially expanded and new converting plants, 
geographically diversified, were built. The company has announced that a new 
$6 million boxboard mill in California and a $29 million 300-ton-a-day bleached 
pulp and board mill will be erected. Also, the construction of two new corrugated 
container plants and a folding carton plant have been approved. From 1951 
through 1955, capital expenditures were $32.9 million—the net plant account 
is currently $51.7 million. The only financing since 1951 was a $35 million 
debenture issue in 1955. 

Container’s sales and earnings rose rapidly in 1946 and 1947 with the strong 
trend of the economy. In 1949, sales declined due to temporarily lower prices 
and inventory accumulation. Pretax profit margins, however, were practically 
unchanged, a rather unique experience, which is attributed to excellent cost 
eontrols. In the 4 years 1950-53, sales and earnings resumed the upward trend, 
with gains in net income being limited by the excess-profits tax. In 1954, sales 
were about the same as in 1953, but with better margins and lower taxes; per 
share earnings rose to $1.33. Last year was excellent and established a new 
high of earnings at $1.52 per share. These figures do not include Mengel, which 
will be included for 1956. On the basis of 65 percent ownership of Mengel, per 
share earnings would have been $1.59. If Container’s share of profits in foreign 
companies were included, it would have been $1.67 per share. 

Dividend payouts averaged 45 percent of earnings between 1945 and 1951; since 
then they averaged about 50 percent. The price-times-earnings relationship has 
improved consistently as the company and industry prospered and there has been 
a very significant decline in the yield over the years. 
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Operating results 











1 
Net income | 
| Net income before tax 
| before tax and depre- Net income | 
| Sales | and depre- | ciationand | before tax 
| ciation and | amortization | 
| amortization, as percent | 
| | | Ofsales | 
| | | | 
1 
1956 (6 months) | $138, 428, 000 | | $20, 348, 000 | 
1955 (6 months) 122, 609, 000 | _- | 17,126, 000 
1955_ _ - 215, 555,000 | $37,302,000 | 17.3 | 32, 673, 000 | 
1954_ 186, 595,000 | 33, 114,000 | 17.7 29, 004, 000 
1953 | 187, 553, 000 32, 104, 000 17.1 | 8, 173, 000 
1952. - | 178,408,000 | 34,051, 000 19.1 | 30, 383, 000 
1951 . 2 | 212, 562, 000 | 40, 660, 000 | 19.1 | 37, 116, 000 
1950_ - a eee 154, 841, 000 | 25, 742, 000 | 16.6 | 22, 697, 000 
1949 114, 770, 000 17, 484, 000 15.2 14, 752, 000 | 
1948_____ 131, 056, 000 | 19, 498, 000 | 14.9 | 16, 991, 000 
1947 f otiee al | 128,346,000 | 18, 730, 000 | 14.6 | 16, 974, 000 
1946 | 91,090,000 | 14, 469, 000 15.9 | 13, 136, 000 
| i | 
| Taxesas | | 
Taxes | percent of | Netincome | Earned 


net income | 
before tax | 





1956 (6 months) | $10, 616, 000 52.2 | $9, 732,000 
1955 (6 months) | 9, 087, 000 | 53.1 8, 039, 000 | 
Re a onan x 16, 970, 000 | 51.9 | 15,703,000 
1954__.__.- | 5, 400, 000 53.1 13, 604, 000 
1953. 4 ieee is 045, 000 | 64.0 10, 128, 000 
ere | 20, 100, 000 66. 2 10, 283, 000 
1951- : 25, 050, 000 | 67.5 | 12,066, 000 
1950_ _ 10, 680, 000 47.1 | 12,017,000 
1949_ ; 5, 975, 000 40.5 | 8,777,000 
1948 | 6, 566, 000 | 38.6 | 10, 425, 000 
1947___ 6, 700, 000 | 39.5 | 10,274,000 
1946 | 5, 370, 000 40.9 7, 766, 000 
ret fe See Ber) ron tts og as a 
Dividend ! Percent Price 
| : . 
pershare | dividend range ! 
payout 

| = —_ antes - a . 
1955 $0.75 | 49.3 | 20-15 
1954- 63 | 7.4 | 17-8 
1953. 55 55.6 9-7 
1952__- : . 55 55.0 9-6 
1951... 55 | 46.6 8-6 
1950. 55 | 46. 6 7-4 
a 40 | 47.1 4-3 
1948 ; 45 44.6 | 4-3 
1947. __. . 45 | 44.6 5-3 
1946... __.. . ‘ 34 | 46.6 5-4 

\ 





1 Adjusted for 4 for 1 stock split in September 1956. 
and Wayne Paper Box acquired in December 1955, in 1956 only. 


Capitalization, Dec. 31, 1955 
Long-term debt 


4 percent preferred stock ($100 par) 
Common stock’ 


1 Now 10,089,804 shares after 4 for 1 stock split in September 1956. 


Interim figures include Mengel Co 


per share 
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CROWN-ZELLERBACH CORP. 


Crown-Zellerbach Corp. is the outgrowth of a company started in 1870 and 
today is the second largest producer of pulp and paper in the United States. 
Crown formerly operated largely in 11 Western States, but with the acquisition 
of Gaylord Container (1955 sales of $87 million) operations are now on a national 
basis. Combined production in 1955 was divided as follows: newsprint, 25.2 
percent ; other printing papers, 8.2 percent ; wrapping papers, 28.3 percent ; tissue 
and sanitary papers, 9.1 percent; and paperboard, 29.2 percent. Total tonnage 
was 1,590,511 tons with capacity operations generally in effect. The company 
also has important lumber, plywood, and shingle production. Crown also owns 
a paper wholesaling subsidiary. 

In the past 10 years, Crown has substantially expanded its production through 
a long-range development program. The company has invested more than $270 
million in modernization and expansion of plant facilities and in additional 
timberlands. In 1953, it acquired the St. Helens Pulp & Paper Co. and Canadian 
Western Lumber Co., Ltd. Last year Crown merged with Gaylord Container 
Corp. These acquisitions were accomplished on an exchange-of-stock basis. 

Crown’s mills and converting plants are located primarily in Washington, 
Oregon, California, and British Columbia. Gaylord’s major facilities are in 
Louisiana and Ohio with converted plants in the East, South, and Midwest. 
Capital expenditures last year were $39.7 million and are currently running over 
$75 million a year. The company plans to spend at least $85 million in 1956-57 
including major additions to pulp and paper capacity, machine speedups, mod- 
ernizations, and a new headquarters building. The sale of Crown’s interest in 
Fiberboard Products provided $30 million for reinvestment to expand Gaylord’s 
facilities and to introduce some of Crown’s products in the eastern market. 
This fall the company will begin production of kraft paper in a new mill located 
in Antioch, Calif. Pulp for this mill will be shipped by special tanker from its 
Elk Falls plant in British Columbia. 

Crown-Zellerbach is an integrated producer and owns or controls some 22 
billion board-feet of timber plus the substantial holdings of Gaylord. The com- 
pany is able to utilize much of this wood to a higher degree than normal because 
of its integrated operations, 

Crown’s sales have increased in each of the past 10 years due to wider dis- 
tribution, increased capacity, mergers, and some price increases. At the same 
time, the company has been able to have very high pretax profit margins. These 
margins have been unusually consistent, fluctuating only between 18 and 20 
percent of sales, except for the unusually good years of 1951 and 1952. Earn- 
ings per share have moved with the profit margins and the effect of taxes. These 
earnings rose in the past 3 years despite the additional number of shares out- 
standing after the mergers. Crown has usually paid out a conservative portion 
of earnings in dividends. In the past 2 years this has increased somewhat to 
about 50 percent. 

Despite the growth record the price-times-earnings ratio for the stock has been 
in line or slightly below the industry average. This has increased faster than 
the industry average since 1953. The yield on Crown has generally been above 
average and shown a consistent level of 5 to 6 percent until 1955. 
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Operating results 


| | | | 



































| | Net income 
Net income | before tax Net income 
before tax | anddepre- | Net income!) before tax 
Sales | anddepre- | ciation and before tax as percent 
ciation and | amortization | of sales 
amortization | as percent 
| of sales 
! ! 
i 
1956 (6 months) __._.__- ...------| $223, 504, 000 $51, 410, 000 23.0 | $43, 682, 000 19.5 
1955 (6 months) _________- _....--| 196,856,000 | 44,365,000 | 22.5 | 36,749,000 18.7 
a acai : 414,080,000 | 91, 292,000 22.0} 77,251,000 18.7 
cE ae : | 383,782,000 | 81, 495,000 21.2 | 68,125,000 | 17.8 
ae | 297,959,000 | 70 486,000 23.7 57, 689, 000 19.4 
1952.____ prOne 3» ___| 252,765,000 | 56,039,000 | 22.2 | 48,058, 000 | 19.0 
| AYE a eee Ie eee 45, 998, 000 | 67, 541, 000 27.5 60, 275, 000 24.5 
BN on eek baden 25 62, 802, 000 27.8 55, 889, 000 24.8 
SE it cht es oes 171, 929, 000 | 40, 267, 000 23. 4 33, 857, 000 | 19.7 
Wee siti. c 168, 231, 900 41, 879, 000 | 24.9 36, 519, 000 | 21.7 
ads ie 8 oaths 2 ; , 395,000 | 38, 584,000 | 25.2 | 33,883, 000 | 22.1 
Tin nietin ea ORE cs cinianiei ete Diana | 127, 797,000 | 31, 776, 000 | 24.9 26, 901, 000 | 21.0 
| | 
| Taxesas | 
Taxes | percent of Net income | Earned 
| net income | | per share 
before tax 
1956 (6 months) ____ oe $18, 709, 000 | 42.8 | 3 $24, 973, 000 $1. 76 | 
1955 (6 months) -....___- ‘ ai 16, 107, 000 | 43.8 | 20,642,000 41.45 | 
BE inde web 6sitscicea det ~s65 33, 123, 000 | 42.9 44, 128, 000 3.11 | 
Ree ee 31, 610, 000 46. 4 36, 515, 000 2. 58 | 
es ene See. 2h 30, 861, 000 53.5 26, 828, 000 2. 35 | 
Pe bu dds hb eebideded duns r 26, 168, 000 | 54.5 | 21,890,000 | 2. 35 | 
1951_ Sibaie calmiietn : _| 36,351,000 60.3 23, 924, 000 2. 58 | 
SS tern a eet pect 30, 565, 000 54.7 25, 324, 000 2.73 | 
1949 ee eee | 14,901,000 | 44.0 | 18,955, 000 2.04 | 
| EP ae TY Te -| 15,340, 000 | 42.0 21, 179, 000 2. 28 | 
tate oS cach ti ans 14, 268, 000 | 42.1 | 19, 615, 000 | 2. 27 
igrersitetaccceteraer<s | 11, 848, 000 44.0 | 15,053, 000 | 1.74 
| Dividend ‘45| Percent Price 45 Median Median 
pershare | dividend range price-times- yield 
| payout earnings (percent) 
i ae fal pees 
ee ee Se $1. 65 56.9 60-37 16.0 | 3.4 
han tebcbuttadoccksatnut as 14 1,33 53.5 43-23 12.8 4.0 
TP ack bbcth bee chs sisi. be 1.10 46.8 25-18 | 9.1 5.1 
I wt 1.07 | 45.5 23-16 8.3 5.5 
SE alata mecnatonereiane t : 1.03 | 39.9 19-16 6.8 5.9 
Bee UL LUI Oe, Licicd o5. 73 | 26.7 | 17-9 | 4.8 5.6 
1949 eee oe . 67 | 32.8 10-7 | 4.2 7.8 
ee ndal - 67 | 29.4 12-8 4.4 6.7 
eee ee ; 57 25.1 | 12-8 4.4 5.7 
Seats. S5ti2 Sl es. Bi 37 | 21.3 13-8 6.0 | 3.5 





1 1954-55 for years ending Dec. 31, including Gaylord. 


? 1946-53 for years ending Apr. 30 of the following year and include St. Helens and Canadian Western 
where applicable. 

’ Excludes profit on sale of investment in Fibreboard Products of $24,491,000. 

4 Adjusted for September 1955 stock dividend. 

5 Year end Dec. 31, adjusted for 100 percent stock dividend in 1953 and 50 percent in 1955. Dividends 
and price range for Crown only in all years. 


Capitalization, Dec. 31, 1955 
IN a Lis em cneiee re aebintaneieinerenenes $55, 777, 000 
Dae seemerrer Gt0ck (00 OSPF) 2... shares__ 309, 760 
I a eltsseemicetcnisteioonaaniaauspnin dosti iabtciaisdel do... 18, 77,1970 
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DixlIgk Cup Co. 


Dixie is the outgrowth of a predecessor company incorporated in 1915. The 
company was the originator of the paper cup, and today is one of the largest 
manufacturers of cups and round nesting containers. The products are used in 
the distribution and consumption of beverages and foods and include water cups, 
hot and cold beverage cups, larger individual drinking and mixing cups, sundae 
p.ates, light and heavy duty food containers of all kinds, containers for serving 
beer, etc. The well-known “Dixie” trade name is promoted extensively on a 
national basis and now represents a full line of paper containers. The break- 
down of sales in 1952 was 12 percent water cups, 67 percent beverage cups, and 
21 percent food containers. About three-quarters of sales are made to whole- 
salers, with 25 percent to large users and retail customers. About one-fifth of 
sales is in private labels for customers. Dixie’s sales are over 90 percent in the 
United States with most of the remainder in Canada. The company also produces 
certain types of cup holders, related dispensing equipment, and develops machin- 
ery for packaging food products in Dixie containers. In recent years, research 
efforts have added plastic treated cups and plastic closures to the line. 

In past years, there has been a definite seasonal variation in Dixie’s business 
due to the increased amount of liquids consumed in the summer. This influence 
has been moderated in recent years by the growing importance of food con- 
tainers, household and specialty cups. However, the second and third quarters 
of each year are still of substantially greater importance than the first and 
fourth. 

Dixie owns no timber or pulp facilities—buying its board, which is mostly 
made from bleached sulfate pulp, in the market. The company owns six manu- 
facturing plans geographically diversified in Pennsylvania, Illinois, South Caro- 
lina, Arkansas, California, and Ontario. A plant in Massachusetts makes 
machinery for the other plants. In the post-World War II period, Dixie expanded 
its existing plants and started the South Carolina, Arkansas, California, and 
Ontario operations. These expansions enabled the company to keep abreast of 
the rapidly increasing demand. Between 1951 and 1955, the company spent 
$18.4 million compared to a present net plant account of $25.3 million. In 1953 
Dixie took down the last $2 million of its loan, making total debt $16 million, 
and sold $7.4 million of convertible preferred stock. 

Dixie’s sales growth has been one of the best in the industry. Without any 
mergers, 1955 was the ninth consecutive year of higher sales. Not only: have 
established markets expanded but the company has been aided by growth in cup 
use in homes, vending machines, and for in-plant feeding. Dixie’s growth was 
resumed in 1947 when paper supplies became adequate. Pretax margins were 
in the 13.5 to 15 percent area in 1947-49. With the Korean conflict, sales and 
margins rose rapidly, the latter to over 20 percent. Net income followed this 
postwar pattern except in 1951 when the excess-profits tax limited gains. In 
1952, sales increased slightly, but profits returned to more normal levels. This 
was primarily due to industrywide economics and was aggravated by a one-plant 
strike. In the 3 years 1953-55, sales increased, profit margins were maintained 
around 16 percent and net income increased steadily. The dividend payout has 
been conservative—averaging about 45 percent in recent years. 

Dixie’s price-times-earnings relationship has increased since the low point of 
1950. Despite its growth, the ratio is amoung the lower ones in the industry, 
probably due to its lack of timber resources and pulp facilities. The yield on 
the stock has never been high since 1946 and has declined in the last 3 years as 
the stock price rose steadily. 
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| ry . 
| TH | Net income 
| | Net income before tax | Net income 
| beforetax | and depre- Net income before tax 
' 





Sales and depre- ciation and before tax as percent 
| ciation and | amortization | of Sales 
| | amortization; as percent | | 
| | of sales 
} i 
1956 (6 months) ........-----.----| $28, 582,000 | bomen -| $4,944,000 | 17.3 
1955 (6 months) .--| 25,061, 000 f 4, 241, 000 | 16.9 
1955. _. ; a _| 49,245,000 | $8, 259, 000 | 18.8 | 7. 985, 000 | 16.2 
1954 - 44, 380, 000 8, 394, 000 | 18.9 | 7, 229, 000 | 16.3 
1953 sows | 48,375, 000 | 8, 609, 000 | 19.8 | 7. 503, 000 17.3 
1952__ Pe 35, 315, 000 6, 188, 000 17.5 5, 478, 000 | 15.5 
1951 | 34,780,000 | 8, 420, 000 | 24.2! 7,800,000 | 29 4 
1970 29, 328. 000 6. 797, 000 23. 2 | 5, 918, 000 | 20.2 
1949 4 --| 23, 163, 000 | 3, 638, 000 | 15.7 | 3, 129, 000 | 13.5 
1948 19, 643, 000 3, 251, 000 16. 6 2, 912, 000 14.8 
1947 16, 698, 000 | 2, 718, 000 16.3 | 2, 496, N00 | 14.9 
1946_. ; 13, 625, 000 | 2, 607, 000 19. 1 2, 380, 000 | 17.5 
bol Ser) Se eles 1 
Taxes as 
Taxes percent of Net income Earned 
net income per share 
before tax 
1956 (6 months) $2, 588, 000 52.3 $2, 355, OOO 52. 6S 
1955 (6 months) - --- 2, 268, 000 53. 5 1, 973, 000 2. 28 
1955 4. 104, 000 51.4 3, 881, 000 4.39 
1954_. ! 3, 700, 000 | 51.2 3 2, OOO 4.05 
1953 bs é 4, 751, 000 63.3 2. 752, OOO 3. 55 
= ia 3, 175, 000 58.0 2, 303, 000 3. 02 
1951 | 5, 084. 000 | 65.2 2,716, 000 3. 56 | 
1950 3, 003, 000 50.7 | 2, 915, 000 3.82 | 
1949 1, 176, 000 37.6 1, 953, 000 2. 56 
1948 _ _ 1, 107, 000 38.0 1, 805, 000 2 37 
1947 860, 000 34.5 | 1, 636, 000 2.15 
1946. _. 862, 000 36.2 1, 518, 000 1.99 
Dividend Percent Price Median | Median 
pershare | dividend | range price-times- | yield 
| payout earnings | (percent) 
1955 $1. 80 | 41.0 | 65-47 12.8 | 3.2 
1954. _- 1.80 44.4 61-40 12. 5 | 3.6 
1953 - 1. 65 46.5 42-31 10.3 4.5 
1952 1.60 | 53.0 39-30 | 11.4) 4.6 
1951. . 1. 62 |} 45.5 40-22 8.7 | 5.2 
1950 - 1.01 | 26. 4 | 24-18 | 5.5 | 48 
1949... .89 | 34. 8 | 19-12 6.1 | 5.7 
1948 _. 85 | 35.0 21-12 7.0 5,2 
1947 85 | 39.5 | 20-12 | 7.4 | 5.3 
1946 . 80 40.2 | 26-14 | 10. 1 | 4.0 
i 
Capitalization, Dec. 31, 1955 
Dene tetm debt oil eel lie bilo to dots Us RC OCR OS® 
5 percent convertible preferred stock ($50 par)*__...-__--shares__ 118, 623 
a Sarak misnet JUS SL 809, 615 


! Each share convertible into 1.25 shares of common stock. 
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GREAT NORTHERN PAPER Co. 


Great Northern was incorporated in 1897 and is today the largest producer of 
newsprint in the United States. Approximately 90 percent of sales are in news- 
print and the company produces about 7 percent of all the newsprint consumed 
in this country. The remainder of sales is in specialty, printing, converting, and 
wrapping papers. Great Northern’s production of newsprint grew moderately 
from 349,000 tons in 1946 to 401,000 tons in 1954. Last year production rose to 
501,000 tons as the below-mentioned expansion began to take effect. Almost all 
of the company’s production is sold in the United States and east of the Mis- 
sissippi River. Newsprint is sold on long-term contracts with adjustable price 
clauses. The company has shared in the price increases in newsprint which rose 
from a low of $67 per ton in 1946 to the $130 per ton level which recently went 
into effect. 

Great Northern owns 2.25 million acres of timber in Maine. In the past, soft- 
wood accounted for the great bulk of the company’s wood requirements and over 
one-half of the softwood is purchased from independent woodland owners. The 
new facilities at East Millinocket also use hardwoods, a type of tree formerly of 
little economic value. This revolutionary change in production technology has 
been of substantial importance to Great Northern. 

In 1953, the company began to expand its newsprint capacity with 2 new 
machines based on the use of about 40 percent hardwood and 6O percent soft- 
wood. The first machine came into production in 1954, the second in 1955. Each 
machine added 250 tons a day to capacity, so that the East Millinocket mill was 
increased from just over 300 tons a day to over 800 tons a day, depending on 
the width of trim. The capacity of Millinocket is 900 tons a day. This expan- 
sion cost $45 million. The current stage of this program is to raise the production 
rate to full efficiency which involves additional power and auxiliary machinery. 
The installation of a second turbine, to cost $1.6 million, will lessen the depend- 
ence on water conditions, 

In 1955, the very small Madison mill and 98,000 acres of timber were sold. 
The long-term financing of the expansion program was completed with the sale 
of $6 million of notes. 

Great Northern’s sales have increased each year since 1946 due to moderate 
production gains and price advance. Sales doubled from 1946 to 1954 and then 
rose sharply last year as added capacity came into production. Profit margins 
have generally run around 20 percent pretax excluding the 1951—52 period, when 
they were much higher. In the past 2 years margins were somewhat restricted 
by dislocations due to building and start-up expenses. Great Northern is one of 
the few companies which reported higher sales and earnings in 1949. The com- 
pany’s dividend philosophy has resulted in one of the most liberal payout. per- 
centages in the industry—averaging 67 percent in the past 5 years. 

As the Nation’s largest newsprint producer, the company has enjoyed a good 
market for many years. This is reflected in the above-average price-times-earn- 
ings relationship which has risen importantly in the past 2 years. Due partially 
to the high dividend payout, the yield has historically been 5.5 to 7 percent, but 
has declined sharply since 1953 due to the rising price of the stock. 





444 MINIMUM WAGE PROTECTION 


Operating results 



























































| | 
Net income 
} Net income before tax | Net income 
| before tax and depre- Net income | before tax 
| Sales and depre- | ciation and before tax | as percent 
| ciation and | amortization | Of sales 
amortization | as percent | 
] of sales | 
SS | ee $30, 329, 000 $2, 452, 000 26. 2 $5, 501, 000 18.1 
1955 (24 weeks)................._] 24, 467, 000 1, 983, 000 | 25. 5 4, 261, 000 17.4 
PP lo dndbokd i asebhewd | 55, 671, 000 14, 631, 000 26. 3 9, 565, 000 17.2 
las dit tt otis ae +] 44, 902, 000 10, 549, 000 23. 5 7, 898, 000 17.6 
nen tees a natepan-atedind | 44,022,000 11, 286, 000 25. 6 9, 063, 000 20.6 
a ee ‘ | 42,734,000 12, 709, 000 29.7 | 10,663, 000 25. 0 
_ ea aero ee 13, 555, 000 34.0 11, 791, 000 29. 6 
Dé decmteocde icessbenapedsdwer ---| 34, 383, 000 8, 828. 000 25. 7 7, 318, 000 21.3 
a a .| 32, 668, 000 9, 435, 000 28.9 | 8, 023, 000 | 24.6 
| PR at AUR 31, 262, 000 8, 762, 000 28. 0 7, 400, 000 | 23.7 
SLE tobe okt. Catldne baat. 28, 944, 000 8, 559, 000 29. 6 | 7, 073, 000 24.4 
i: Stndeleedt lsitsmutopatrenieney | 23,484,000 | 5, 955, 000 25. 4 4, 428, 000 18.9 
ape pererereete peer 
| Taxes as 
Taxes percent of Net income Earned 
net income per share | 
before tax | | 
| | 
1956 (24 weeks) .. sidan’ $2, 644, 000 48.1 $2, 857, 000 $2. 60 
1955 (24 weeks). .___- ek 2, 068, 000 | 48.5 | 2, 193, 000 | 1. 96 
EER eat ERP TRS | , 4, 600, 000 48.1 | 4, 965, 000 | 4.46 | 
ill ected i leciarates 3, 750, 000 47.6 | 4, 138, 000 | 3. 97 | 
ae cement silane icerataiaiall 4, 437, 000 49.0 4, 626, 000 | 4.63 | 
Baht cab baGWecubavwkee amet | 6, 026, 000 56.5 4, 637, 000 4. 64 
I toss Be solace j 7, 053, 000 59. 8 4, 738, 000 | 4.75 
dts iescitnnin alinanal ol 2, 999, 000 41.0 | 4, 319, 000 | 4.33 
1949 | 2, 968, 000 37.0 5, 055, 000 5. 06 
1948. 2, 775, 000 37.5 | 4, 625, 000 | 4. 63 | 
i panes 2, 671, 000 | 37.8 | 4, 402, 000 | 4.41 | 
tease . 1, 663, 000 37.6 2, 765, 000 | 2.77 
| | 
| 
| Dividend Percent Price Median Median 
| per share dividend range price-times- yield 
payout earnings | (percent) 
= J } in es at sdelenapiiamaaln acliediai 
| | 
a ri $3.00 | 67.3 97-74 | 19. 2 3.5 
1954__ maccehaereeeont 3. 00 75. 6 | 80-54 | 16.9 4.5 
See eee ee .| 3. 00 64.8 58-50 | 11.7 | 5.6 
eS wipe aaa caanal 3. 00 64.7 | 61-50 | 12.0 | 5.4 
i al cl il inl 3. 00 63.2 | 61-46 11.3 | 5.6 
cdots eo rede ci eg 3. 00 69.3 | 47-38 9.8 | 7.1 
MND iis rss ake che .| 2. 80 55.3 | 42-32 | 7.3 | 7.6 
ee iatlipigtplalh sn su nhl ea ata Bees | 2. 80 60. 5 45-36 8.7 | 6.9 
i siti cata easaciaicctiligiapcia cidins aitimaaimesieell 2. 40 54. 4 | 47-40 9.9 5.5 
PG ho nee tit cha indenndcatenae | 1. 60 57.8 | 47-37 15. 2 3.8 
Capitalization, Jan. 1, 1956 
IIS EES SURES ESE OS SEI aE oe $38, 000, 000 
4.40 percent preferred stock ($100 par) —-----.-------_---_ shares__ 75, 000 
alguien inca aietneNndae do...._ 1, 014, 055 
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INTERNATIONAL PAPER Co. 


International Paper, founded in 1898, is the world’s largest papermaking or 
ganization. Originally conceived as a newsprint producer, International Paper 
today covers almost all of the important phases of the paper industry. Total ton- 
nage produced in 1955 was 4,512,962 tons divided between unbleached container 
beard (34 percent); newsprint (19 percent); dissolving and other pulps (17 
percent) ; bleached paper and board (16 percent); wrapping, bag, and kraft 
specialty papers (8 percent) ; and ground wood and other papers (6 percent). 
About 30 percent of tonnage, including all the newsprint, was produced in Can- 
ada. In addition to this primary production, the company has over 30 converting 
plants dispersed throughout the country using much of International Paper’s own 
production as raw materials. Of 646,070 tons of converted and miscellaneous 
products last year, shipping containers, milk containers, and other converted 
products were 68 percent and all types of bags 23 percent. 

Brown Corp.’s Canadian facilities and 2.5 million acres of timber were acquired 
in 1954 for $39.3 million. This marked International Paper’s entry into the kraft 
pulp field in Canada. Merger negotiations with Long-Bell Lumber Co. (1955 
sales, $105 million), a large lumber company owning substantial timber in the 
West, have been approved by the directors of both companies. This merger 
would involve the issuance of about 900,000 shares of International Paper. 

International is a fully integrated producer. The company owns or has leases 
or licenses on over 21 million acres of timber in the United States and Canada. 
Some 336,000 acres of fee lands and 58,000 acres under long-term lease were 
acquired this year for $33 million in one transaction. 

The International Paper companies have primary production and converting 
facilities in 22 States and 3 Canadian Provinces. Container board production 
and unbleached and bleached kraft papers are concentrated in the South, and 
fine and specialty papers in the Northeast. For a number of years ali newsprint 
production has been by Canadian subsidiaries, but two newsprint machines are 
now under construction in the South. 

The postwar expansion and modernization program was very large in scope. 
Between 1951 and 1955, capital expenditures for the company and subsidiaries 
were $225 million in plant and $40 million for woodlands, compared to a current 
net plant account of $270.1 million and $61.2 million of net woodlands. In 1956, 
International Paper put into production a new 115,00-ton kraft paper and board 
machine in Canada, adding to the facilities purchased from Brown. Also due 
to start up this year are a 105,000-ton newsprint machine and a 100,000-ton un- 
bleached kraft paper machine, both at Mobile, Ala. A speedup in newsprint pro- 
duction in Canada will bring capacity to 920,000 tons this year. 

Construction has started on a plant at Pine Bluff, Ark., to have 130,000 tons of 
newsprint capacity and 165,000 tons of bleached kraft board capacity in opera- 
tion by the end of 1957. In 1955, Canadian International Paper acquired Hy- 
grade Containers, manufacturers of shipping containers at London, Ontario. An- 
other container plant—at Montreal—was placed in operation in February, and 
plans for a $8 million plant at Toronto have been announced. International 

’aper plans to spend $170 million in 1956-57, and annual primary capacity at the 
end of 1957 will exceed 5 million tons. 

International Paper’s postwar record demonstrates clearly the broad advances 
achieved by the paper industry in the past 10 years. Sales advanced except 
in 1949 and 1952 and rose some 171 percent over the 10-year period. Interna- 
tional, with its broad integration, consistently attains one of the highest profit 
margins in the field. Pretax and predepreciation, this margin has remained 
around 25 percent of sales except for the boom years 1950-51, when it was higher. 
With the advancing sales and steady margins, per share earnings have increased 
importantly, though limited by fluctuating tax rates. The company’s overall 
dividend policy has been to pay out around 50 percent of earnings, though this 
has varied fairly widely. 

International Paper’s price-times-earnings relationship has been in line with 
the industry but more stable. The once high yield has declined considerably in 
recent years as the stock price rose. 
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Operating results 


] 1 
| 


Net income 





| Net income! | 


before tax 





Net income 


| 
| before tax and depre- | Net income!) before tax 
Sales and depre- | ciation and | beforetax | as percent 
| ciation and | amortization | of sales 
amortization | as percent 
of sales 
1956 (6 months) _._- ..-| $435, 214,000 | $110, 156, 000 | 25.3 $89, 921, 000 | 20.7 
1955 (6 months) -__- .| 390,738,000 | 98, 452, 000 25.2 80,172,000 | 20.5 
1955... .. as 799, 534,000 | 205, 559, 000 | 25.7 | 167, 495, 000 20.9 
1954. 683, 538,000 | 168, 249, 000 24.6 | 136, 447,000 20.0 
1953. . - ..-| 676,599,000 | 164, 611,000 24.3 | 139, 159, 000 20.6 
1952. _ -| 634,302,000 | 165, 621, 000 26. 1 143, 689, 000 22.7 
1951 645, 766,000 | 191, 631, 000 29.7 170, 846, 000 26.5 
1950. - _| 509,110,000 | 145, 596, 000 28.6 129, 229, 000 | 25.3 
1949_ | 420,396,000 | 103, 485, 000 | 24.6 88, 973, 000 21.3 
1948 __ 442, 027, 000 113, 826, 000 24.6 | , 471, 000 | 21.7 
1947_ 408, 697, 000 116, 134, 000 | 28.4 383, 000 | 25.4 
1946 295, 184,000 | 67, 199, 000 22.8 5, 269, 000 18.7 
Taxes as 
Taxes percent of Net income Earned 
net income per share ? 
before tax 
1956 (6 months) $46, 615, 000 51.8 $43, 305, 000 $3, 92 
1955 (6 months) _. 41, 581, 000 51.9 38, 591, 000 33. 50 
1955 84, 390, 000 50. 4 83, 105, 000 7. 54 
1954 68, 971, 000 48.4 | 73, 490, 000 | 6.71 
1953 80, 617, 000 55.8 63, 935, 000 5. 84 
1952__ 91, 563, 000 63.7 52, 126, 000 4.74 
1951. 114, 027, 000 | 66.7 56, 819, 000 5.18 
1950_ 62, 582, 000 48.4 66, 647, 000 6.09 
1949_ 37, 326, 000 | 42.0 51, 647, 000 | 4.70 
1948 41, 812, 000 40.9 60, 489, 000 5. 52 
1947 45, 778, 000 45.7 54, 397, 000 4.95 
1946 25, 217, 000 44.7 | 31, 179, 000 2. 80 
Dividend 2 Percent Price * Median Median 
per share dividend range price-times- yield 
payout earnings (percent) 
1955 | $2. 88 38. 2 | 118-82 | 13.3 2.9 
1954 2.75 41.1 89-55 10.7 3.8 
1953 2. 54 43.5 60-48 | 9.2 4.7 
1952_ 2. 47 | 52. 1 56-43 | 10.4 5.0 
1951 2.47 47.7 56-45 9.7 4.5 
2. 06 | 33.8 | 53-43 7.9 | 4.3 
1949_ 1. 65 35.1 38-21 6.3 5.6 
1948 1. 65 29.9 32-21 4.8 | 6.2 
1947_ 1. 32 26. 7 30-19 4.9 | 5.4 
1946... .- 84 | 30.0 28-19 8.4 3.6 





1 Net income before tax figures does not include ‘‘extraordinary income.’’ Net income and earnings per 
share include such amounts ($0.10 a share in 1946, $0.17 in 1948, $0.50 in 1953, $0.56 in 1954, and a loss of 
$0.33 in 1947). 

? Per share statistics on the basis of 10,905,613 shares for 1955, 10,808,777 shares for 1954, and 10,793,475 for 
all other years. Shares at Dec. 31 prior to 1955 adjusted for stock dividends of 25 percent in 1950, 10 percent 
in 1963, and 5 percent each in 1954 and 1955, and the 2-for-1 stock split in 1949 

3 Adjusted for 5 percent stock dividend in 1955. 

¢ Adjusted only for 2-for-1 stock split in 1949. 


Capitalization, Dec. 31, 1955 


Séipneferred stock «(mo par) cus, is en shares__ 230, 000 
Ie a ncaa seme el do___. 10, 905, 613 
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KIMBERLY-CLARK CORP. 


Kimberly was established in 1872 and is the world’s largest producer of 
cellulose wadding and converted products. Cellulose wadding accounts for over 
two-thirds of sales. Wadding is used principally for the manufacture of sanitary 
napkins and cleansing and toilet tissues. The more important trade names 
include Kleenex facial tissues, Kotex sanitary napkins, and Delsey toilet tissues. 
Wadding is also used for industrial insulation under the trade name Kimsul. 
Kimberly-Clark is also the largest manufacturer of publication-type, machine- 
coated book paper, producing 25 percent of total United States needs. In addi- 
tion, the company owns 50 percent of Spruce Falls Power & Paper Co., Ltd., 
which has a capacity of 240,000 tons of newsprint plus 70,000 tons excess pulp 
capacity which is sold to Kimberly-Clark. The company also owns 39 percent 
of Coosa River Newsprint where capacity is being raised to 270,000 tons and 
which also sells approximately 50,000 tons of pulp to Kimberly-Clark. These 
companies are not consolidated except for dividends received. 

Kimberly is a well-integrated company, owning or having cutting rights on 
576,000 acres of timberland in Wisconsin, Michigan, and Minnesota. The com- 
pany, through a Canadian subsidiary, owns 109,400 acres there, and in addition, 
has cutting rights on another 4,865,000 acres. However, management feels it 
advantageous to purchase a substantial portion of pulpwood requirements of its 
domestic mills to conserve the company’s Own wood supply. 

The company and its subsidiares own 14 mills in the United States and Canada 
and 5 mills in England, Mexico, South Africa, and Australia. In November 1955 
pulp capacity was 327,050 tons annually, book paper 257.300 tons, cellulose 
wadding 195.300 tons, and specialty papers 33,170 tons on the basis of 310-day 
operations. Capital expenditures for fiscal 1956 were about $25.5 million com- 
pared to a current net plant account of $98.9 million. In addition to normal 
expenditures of $4 million annually for replacements and minor additions, the 
company is in the midst of a substantial expansion and modernization program 
both in the United States and abroad. Funds for this program will be obtained 
un large part from retained earnings and the balance from outside financing. 
rhe most recent financing was the sale of 400,000 shares of common stock in 
1955 for $17.8 million. 

In September of last year, Kimberly-Clark acquired the assets of International 
Cellucotton Co. through an exchange of common stock on a share-for-share basis. 
International Cellucotton, which was formerly independent, was the sole market- 
ing agent for all of Kimberly’s cellulose wadding production in the sanitary field. 
Operations are benefited chiefly from the increased efficiencies and economies 
stemming from common management in sales, distribution, research, and 
cevelopment. 

The company’s sales rose in 1946-48 and then leveled off in 1949. setween 
1951 and 1954, sales rose moderately, then jumped upward in 1955. Pretax 
profit margins reached a peak in 1951 and have been fluctuating since then around 
the 18-percent level. Kimberly’s postwar payout of earnings was most con- 
servative. Until 1951 the payout was 40 percent or less. Since 1951, however, 
payouts have been increasing, and last year were close to two-thirds of earnings. 

The price-times-earnings ratio has been rising steadily from a low point in 
1948-49 until 1953. then it declined slightly, and reached a new high in 1956. 
Because of the higher dividend payout in recent vears, the yield remained around 
5 percent until it was lowered appreciably last year by the rising price of the 


stock. 








448 MINIMUM WAGE PROTECTION 


Operating results 





























| 
| Net income 
Net income | _ before tax | Net income 
| before tax | and depre- | Net income | _ before tax 
Sales and depre- | ciation and before tax as percent 
ciation and | amortization | | Of Sales 
| amortization | as percent | 
ofsales | | 
1956 (3 months to July 31)-_-- 1 iggh See MOH 728k oe i 2 ; | $9, 086, 000 14.4 
1955 (3 months to July 31) --_----- a ee eee ereee j &, 740, 000 17.1 
NCS tdi Rth aw dabhe bina bide ...--| 253,297,000 | $50,089, 000 19.8 42, 230,000 | 16.7 
A ce ___-..--| 223, 978, 000 47,919, 000 | 21.4 40, 284, 000 18.0 
WS iat cide are sntnaw ....---| 226, 466,000 | 50, 542, 000 22.3 43, 066, 000 19.0 
BS beh ic td eb obendddwwetat | 208,378,000 | 39,832,000 | 19.0 | 32, 402, 000 | 15.5 
TE a a od 186,815,000 | 44, 443, 000 23. 9 38, 020, 000 | 20. 4 
1951 1 2___ eee oc 183, 119, 000 44, 971, 000 | 24.6 39, 065, 000 21.3 
is oe ck Sitelemaies a , 113, 206, 000 19, 460,000 | 7.2 14, 020, 000 | 12.4 
ST Se se eee -| 117,575,000 | — 18, 306, 000 | 15.6 | 15, 203,000 12.9 
|| ae = nh oii all __...| 91,010,000 12, 754, 000 | 14.0} 10,665, 000 | 11.7 
ogee phiioaigseal ..----| 66,377,000 | 8, 088, 000 | 12.2} 6, 296,000 | 9.5 
| 
Taxes as | 
Taxes | percent of Netincome | Earned 
| net income | per share 
| before tax 
—— | | = } —" a 
1956 (3 months to July 31).......| $4,378, 000 | 48. 2 $4, 707, 000 $0. 61 | 
1955 (3 months to July 31)----- 4, 839, 000 49.7 | 4, 901, 000 | 0. 67 | 
. | SS eee Be 48.8 | 21,618, 000 2. 82 
EN ee eas lakumecst Sane 49.6 | 20, 290,000 2.79 | 
gt 4 : , 25, 752,000 | 59.8 | 17, 314, 000 2. 38 
I cntit eels ed oi bed. nnd 18, 289, 000 56. 4 14, 113, 000 1. 94 | 
1062 1...... jemptitiemineeuiann 20, 956, 000 55.1 | 17, 064, 000 | 2.35 | 
ie 18, 905, 000 | 48.4 20, 160, 000 2.77 
er seh 8 §1) SE gt 5, 548, 000 39.6 | 8, 472, 000 2. 56 | 
au tddsi pte ses asee 5, 698, 000 | 37.5 9, 505, 000 | 2. 92 | 
DT inh -abieebioneh te . | 4, 008, 000 37.6 6, 657, 000 1.97 
a 6ilbebeindbenbedcabaannnts 2, 333, 000 | 37.1 3, 963, 000 | 1.45 
ae ea poy 
| Dividend#‘4| Pereent | Price?4 | Median | Median 
| per share dividend | range | price-times- | yield 
payout | | earnings (percent) 
| ' | i 
j | | 
i te ont nee en ankoawe: panne’ $1. 80 63.8 58-36 16.7 3.8 
DA. adavbdcadascdcassccads 1.58 | 56.5 | 41-24 11.6 4.8 
DS UAA LAC op ine asskeets sai 1.20 50.4 25-20 9.5 5.3 
PE Rniitiehh, on caahsdeeund Sweater 1. 20 | 61.9 | 26-20 11.9 2 
erica a can ewes res 1.20 | 51.1 25-21 9.8 | 5.2 
OB ni ckentnatuent pte 1.13 | 40.6 24-12 6.5 6.3 
LSS Sabb butaedsume idan | . 83 | 37.2 | 13-9 | 4.3 | 7.5 
TS ie ala gesiadsn canoe . 83 28.3 12-10 3.8 | 7.5 
i esac kaalaaaetacscsbin'e Terie foul . 70 35. 5 14-11 | 6.3 | 5.6 
PPOs sukedsincasvas idbatcencenel . 50 34. 5 | 18-15 | 11.4 3.0 





1 Pro forma including International Cellucotton acquired in September 1955. 
2 1951-56 years ending Apr. 30, 1946-49 years ending Dec. 31. 

3 Kimberly-Clark only. 

4 Calendar years: Since 1951 the price range is for previous full years. 


Capitalization, Apr. 30, 1956 


io aasinsnirenip viaannnaiananntnabeneninienas $19, 671, 250 
I sic teinteepianeninligsinien terbitbaeinedive 2, 424, 267 


a ete eral aieaniien ananerbesnmeetniohiannhiendl shares... 7, 673, 576 
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Lity-TuLie Cup Corp. 


Lily-Tulip dates back to 1911 and was incorporated in 1929. It is the largest 
manufacturer of paper cups with approximately 500 products. These products 
include all types and designs of both conical and pleated, single and double 
wrapped cups and many types of containers. No sales breakdown is available. 
In 1953, 40 percent of sales were in custom-made cups and containers. About 
three-quarters of sales are made to wholesalers, the remainder directly to large 
consumers. The seasonal pattern of high sales in the summer months is being 
gradually moderated by the growing importance of food containers and hot- 
drink cups. In 1955 the company established a subsidiary to manufacture 
plastic lids for paper cups and to keep abreast of developments in this field. 
An important addition to the product line last year was the Lily China-Cote 
eup, which is a plastic-coated, hot-beverage cup. This cup retains the true 
flavor of the beverage, does not discolor, and is moderate in cost. Facilities 
are being expanded to meet the very high demand. 

The company buys all of its paper and paperboard requirements from several 
manufacturers. Most of the raw material is treated with wax and converted 
on highly specialized machinery. The paper wasted in conversion is sold as 
high-grade wastepaper. Lily’s major plants are located at Springfield, Mo., 
Augusta, Ga., and College Point, N. Y., with smaller operations at Los Angeles, 
Brooklyn, and Toronto, Ontario. Physical facilities were extensively mod- 
ernized in the postwar period. The most important expansion was the large 
new plant at Springfield which was completed in 1952. Additional warehouse 
facilities are currently being erected. Last year, the company completed a 
major 2-year program of additions to machinery. The available capacity will 
support substantially higher sales than last year. The last financing was the 
raising of $5.5 million through the sale of common stock in 1954. 

Lily-Tulip has had one of the best records of sales growth in the industry. 
Sales were higher in each year under review and this was achieved without 
any mergers. Pretax profit margins, which were restricted immediately after 
the war, have stabilized around 17 percent of sales. While sales rose in 1946—49, 
profits were restricted by rising costs and raw material shortages. In 1950 
and 1951 sales and margins rose dramatically along with the entire industry to 
unusually high levels. Earnings per share were restricted, of course, by high 
taxes. Since 1952, profit margins have returned to a more normal 16-18 percent 
of sales. Lily-Tulip has enjoyed rising sales in every year, including the 
recession year of 1949 and the uncertainty following the high point of 1951. 
This probably results from the normal growth enjoyed industrywise plus the 
rising consumption of paper cups in vending machines, the home market, in 
business and institutional type feeding, and in light- and heavy-duty containers 
for packing dairy products and other items. 

Lily-Tulip has consistently paid out a lower percentage of earnings in divi- 
dends than the industry. This has been about 40 percent in the past 4 years. 
In the 1947-51 period, earnings were capitalized at a very low ratio. From 
1952 through 1954, a new plateau of around 11 times earnings was established. 
Recently, this capitalization has increased markedly. The yield on Lily-Tulip 
has consistently been one of the lowest in the industry. 
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Pathig 
Net income 

before tax 
and depre- 


Net income 
| before tax 





| Net income 


Net income 
before tax 


Sales ; and depre- ciation and | before tax as percent 
| ciation and | amortization | | Ofsales 
amortization as percent 
| Of sales 
een . oa_! ~|—— ee ie pten geese os Le. anata 
1956 (6 months) .__- _.| $36, 670,000 | 7, 233, 000 | 19.7 
1955 (6 months) _____- .--| 31,634,000 |........-- ade . 5, 528, 000 | 17.5 
ancl c be nile tenia .| 63,079,000 | $12, 760,000 20.2 11, 220, 000 17.8 
1954_- _| 57,436,000 | — 10, 987,000 | 19.1 | 9,735,000 | 16.9 
Seek 645. 54, 626,000 | 10, 557,000 | 19.3 | 9, 526, 000 | 17.4 
1052... .. ‘ 46, 640, 000 | 8, 469, 000 | 18.2 | 7, 620, 000 | 16.3 
a a i el caer 43, 100, 000 | 10, 321, 000 | 23.9 9, 710, 000 | 22.5 
1950 a 37, 744, 000 | 7, 423, 000 | 19.7 | 6, 860, 000 18.2 
1949. 28,838,000 | 3,523, 000 12.2 2; 946, 000 10.2 
Beacon ses 26, 087, 000 | 3, 128, 000 | 12.0 2, 644, 000 | 10. 1 
a 21, 532, 000 2, 121, 000 | 9.9 1, 754, 000 | 8.1 
Pee.» an= 17, 883, 000 | 1, 508, 000 | 8.4 | 1, 245, 000 7.6 
st ~|----- poser GE reco: é 
Taxesas | 
Taxes percent of Net income Earned 
| netincome | per share 
before tax 
1956 (6 months) -__. $3, 864, 000 53.4 | $3, 368, 000 $2. 14 | 
1955 (6 months) .__-_. 2, 872, 000 | 52.0 2, 657, 000 1.71 
RE eRe ale ‘ | 5, 910, 000 | 52.7 | 5, 310, 000 | 3. 40 
WE. 22.2 -. 5 5, 060, 000 | 52.0 | 4,675,000 3. 23 | 
1953 _ _ _ - ihn tin atinane minds 6, 448, 000 } 67.7 | 3, 078, 000 2. 28 | 
lal okie 4, 943, 000 | 64.9 | 2,677,000 1.98 | 
a alae | 6, 604, 000 68.0 3, 106, 000 2. 46 | 
EG aiatdonetwt nde wate 3, 410, 000 | 49.7 | 3, 450, 000 2. 95 
BG, 2h dontniditics | 1,142, 000 | 38.8} 1,804,000 1.48 
iterate emailin | 1, 026, 000 | 38.8 | 1, 618, 000 1.39 
1947_____. = 674, 000 | 38. 4 1, 080, 000 96 
1946_...__-. 500,000 | 40.2 | 745, 000 | 66 
pada eB el i pals SL 
| | } 
| Dividend Percent | Price | Median | Median 
per share | dividend range price-times- | yield 
i payout earnings (percent 
yes ~ rs a, -=—T “. rT "a? = 7 ue 7* = tT es 
1955 - - $1. 50 | 44.1 | 66-46 | 17.1 | 2.6 
EE | 1.20 | 37.2 | 52-25 | 11.9 3. 1 
1953 __. &3 36. 4 26-20 | 10.1 | 3.6 
ESERIES. 83 41.9 25-16 | 10.4 | 4.0 
ee ek 79 32.1 23-13 | 7.3 | 4.4 
Pian ckde Gree nistingte odeeoinss | 52 | 17.6 15-9 | 4.1) 4.3 
Raa nite aah | . 38 | 25.7 | beni) 5.1 5.1 
NG sono d ocd tne 30 | 21.6 wt 5.4 | 4.0 
Mh chacwntddudbdncdtibinadys i. | .23 29.2 WH) 7.8 | 3.7 
icbsdleldsteeeandudnoutendas j .28 42.4 | 13-7 15.2 | 2.5 
1 i | { 
Note.—Based on average number shares outstanding each year. 
Capitalization, Dec. 31, 1955 
I a a a ca eb laminae ELS ee $6, 076, 661 
I an alae fa el Mall unieanrins shares... 1, 563, 275 
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MARATHON Corp. 


Marathon was incorporated in 1909 and in its early years produced mostly 
specialty paper. Today, Marathon is probably the leading manufacturer of paper 
and paperboard food-packaging materials. Bleached sulfate and sulfite pulp is 
manufactured for conversion into paperboard, waxing (‘Waxtex’) and specialty 
coated and laminated papers for use in the food industry. Cellophane, metal 
foil, and other materials are purchased for conversion. An important asset 
of the company is the complete photoengraving and printing plant and the 
prominent staff of specialists for packaging and art design. 

In 1952, Marathon acquired the Northern Paper Mills. Northern’s line of 
toilet tissues, towels, napkins, and facial tissue enjoy a predominant consumer 
franchise in the Midwestern market. Marathon recently acquired the Man- 
chester Box Co., marking the company’s entrance into food package manufacture 
in Canada. Total Marathon sales last year were roughly two-thirds in food 
packaging, and the remainder in tissue and allied products and other packaging, 
private label, and miscellaneous sales. 

Marathon is integrated, controlling some 4,000 square miles of timber in On- 
tario and additional acreage in Michigan and Wisconsin. The company has a 
large pulp mill in Ontario and others at Green Bay and Rothschild, Wis. Paper 
and converting plants are in California, Washington, Wisconsin, Michigan, and 
New York. The California converting plant was completed in 1955 to serve 
the west coast food industry and a new converting plant in Wisconsin is scheduled 
for completion in 1956. Marathon’s current annual capacity is about 200,000 
tons of paper and board, 75,000 tons of Northern paper and converting facilities, 
paperboard converting facilities for 217,000 tons of food packaging, 28,000 tons 
of ground wood pulp, 120,000 tons of kraft, and 100,000 tons of sulfite. Between 
fiscal 1951 and fiscal 1955, the combined companies have spent $53 million on 
capital expenditures—the net plant account is currently $75 million. Major 
expansion in 1956 calls for a speedup in two machines, a new 50-ton-a-day tissue 
machine, expansion in California, the leasing of a food board plant in Georgia, 
and the first phase of a southern expansion program. The latter calls for a 
100,000-ton pulp mill, adequate timber supplies and several paper machines ulti- 
mately. The company established a credit line of $95 million in 1956, of which 
$30 million is to repay long-term debt, $10 million of short-term debt, and the 
remainder to finance the southern expansion. 

From 1946 through 1951, Marathon’s sales showed consistent and rapid growth. 
Pretax profit margins fluctuated from 13 percent to an abnormal 26 percent in 
1951. Per share earnings varied with margins and advanced to $3.06 in 1951 
despite the heavy excess-profits tax. Marathon experienced the general industry 
readjustment following the Korean conflict, lower pulp prices, the digestion and 
dislocations of the Northern merger, and some management changes. Sales were 
$112 million in 1951, $105 million in 1952, and $112 million again in 1958. Margins 
declined sharply in 1952 to a more normal 16 percent, then fell to a low of 11 
percent in 1953. Per share earnings followed this pattern. In the fiscal years 
1954-55, Marathon enjoyed steady upward progress in sales and earnings. Mar- 
gins have been around the “normal” 14 to 15 percent level. Dividend payouts 
were generally moderate, but in the past 2 years have averaged 55 percent, 
slightly over the industry average. 

The price-times-earnings ratio has increased over the years and the yield, while 
relatively stable, has declined slightly in line with industry experience. 
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Net income 
Net income | before tax Net income 
| before tax and depre- | Net income before tax 
Sales and depre- | ciation and before tax as percent 
ciation and | amortization of sales 
amortization | as percent 
of sales 
—| sibinlstd oll a lh -_ 
1956 (9 months, July 31)_.....-.-| I ee ae $13, 403, 000 12.3 
1955 (9 months, July 31)_....--.- Ag SE RT) | BS FE 14, 252, 000 14.9 
ii iek piebnansieietannthcinninteinenes-aded 135, 108, 000 $25, 317, 000 18,7 20, 012, 000 14.8 
alate iebieraahraimiieihn named 117, 806, 000 21, 212, 000 | 18.0 16, 136, 000 13.7 
Ben cadeenchitsdiokuncosceseus 112, 196, 000 16, 864, 000 | 15.0 | 12, 140, 000 10.8 
PAM AAShEdREES. dttlclenta ih aintedtel 104, 881, 000 20, 661, 000 | 19.7 16, 846, 000 16.1 
ati ilcen tik ta teneaaiwsesialai! 112, 084, 000 32, 646, 000 | 29.1 29, 565, 000 26. 4 
Nts se hatha ae mmrsebinaee 86, 550, 000 | 18, 294, 000 21.1 | 15, 571, 000 | 18.0 
Pes des Ase adebddccheetansccs 75, 424, 000 12, 682, 000 | 16.8 | 10, 045, 000 | 13.3 
belies ca eta alanis ticaiiasareeioninet) j 70, 799, 000 13, 406, 000 18.9 | 11, 152 000 15.8 
etait RR ai ale eras 57, 033, 000 11, 314, 000 19.8 9, 709, 000 17.0 
ER RS Sanya nyet teh AES pel 43, 089, 000 6, 640, 000 15.4 5, 703, 000 13.2 
| | ‘Taxes as 
Taxes | percent of | Net income Earned 
net income | per share 
before tax | 
ss pt ieee he Bi bh sk Se 
1956 (9 months, July 31) __...._.- $7, 293, 000 | 54.4 $6, 110, 000 | $1. 69 
1955 (9 months, July 31)___....--| 7, 579, 000 | 53.2 | 6, 672, 000 | 1.81 
ass 1... is bbststctinaaicae | 10, 815, 000 54.0 | 9, 197, 000 2.51 | 
a a 8, 647, 000 53.6 7, 489, 000 2.01 | 
cae lee ey cen ete ae ili 6, 296, 000 | 51.9 | 5, 845, 000 1.55 | 
PDEA, codslivdddbboltboiecehee 8, 721, 000 51.8 8, 126, 000 | 2.18 | 
RS ee a eee og 19, 488, 000 65.9 10, 077, 000 | 3.06 
SE eS 7, 421, 000 | 47.7 8, 150, 000 | 2. 46 
Re en 2 ae ia een ree Saad 4, 137, 000 | 41.2 | 5, 908, 000 1. 76 
no teeth. patbdditeehecasact 4, 659, 000 41.8 6, 494, 000 | 1.94 
SS ae eee eee eee 4, 160, 000 42.8 5, 549, 000 | 1. 65 
Saree smitten 2, 555, 000 44.8 3, 148, 000 | . 90 | 
| | } 
Dividend Percent Price ! Median Median 
per share dividend range | price-times- yield 
| payout earnings (percent) 
mss iat poy = 
ihc bit taka cite nash habicwia $1. 25 49.8 35-28 | 12.5 4.0 
et Na aE all | 1, 20 59.7 | 31-19 | 12.4 4.8 
eT eg la eee 1. 20 | 77.4 25-17 13.5 5.7 
BSS. Setbidnnnndauiopicansdonit 1. 20 | 55.0 31-23 12.4 4.4 
Rite ldins «amend otiindetitodmes 1.05 | 34.3 31-19 8.2 4.2 
a al catia reer lead 75 | 30.5 | 19-13 6.5 4.7 
hea eee eee eg | 70 | 39.8 | 13-94 6.3 6.4 
BE odcadbsdetddathdoansebacal . 60 | 30.9 13-10 | 5.9 5.2 
Ro te tek ec hes oe ee Les . 50 | 30.3 | 14-10 | 7.3 | 4.2 
neler innh ainsi d . 33 | 36.1 | 21-11 | 8.3 | 4.3 
! Calendar year. 
Note.—Includes Northern Paper Mills for all years. All years are fiscal years ending Oct. 31. 
Capitalization, Oct. 31, 1955 
latices cenlarnaninieniinrentindiniiametennesteenimttinaen $23, 000, 000 
i il essahsigs isch eioe nn ch ements gneve shares__ 3,611, 262 


| See discussion on opposite page. 
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Tuer MEAD Corp. 


Mead was founded in 1846 and is one of the country’s largest producers of 
white papers. A wide line of white papers accounted for 42 percent of tonnage 
sold in 1955 and for probably around 60 percent of dollar sales. Some 28 percent 
of tonnage was kraft linerboard and about 21 percent was corrugating medium 
which together make up shipping containers. Another 4 percent of production 
was in paperboard specialties and 5 percent was pulp in excess of need which 
was sold. Total tonnage sold last year was 888,691 tons. The Mead Sales Co., 
acquired in 1955, now Mead Papers, Inc., a wholly owned subsidiary, acts as sales 
agent for Mead white paper. Last year the Chillicothe Paper Co. was also 
acquired. Chillicothe added 3 machines (another new machine will be in pro- 
duction by late 1957) and widened and rounded out the Mead white-paper line. 
In addition, Mead Corp. purchased 48.5 percent of the common stock of the 
Jackson Box Co. in 1955. 

Mead and its affiliated companies own or control over 1.1 million acres of tim- 
berland. Substantial holdings were bought in the past 5 years. Like most other 
companies, Mead buys 80-85 percent of its wood requirements. The company 
is about 90 percent integrated regarding pulp, but will continue to buy and sell 
pulp depending on grade, location, and price. 

The white-paper facilities are located in Ohio, Tennessee, Massachusetts, and 
Michigan, with rated capacity of over 1,300 tons a day. Paperboard production 
is in Tennessee, Virginia, and North Carolina, with capacity of over 625 tons 
daily. Acreage has been purchased in South Carolina for future plant expansion. 
Mead owns jointly with Inland Container Corp. 2 paperboard companies in 
Georgia, with combined capacity of over 1,400 tons a day. Mead and Scott Paper 
own (50-50) a bleached-sulfate mill at Brunswick, Ga., with rated capacity of 
500 tons a day. 

In the immediate postwar period, the company undertook a substantial ex- 
pansion and modernization program. The new Rome, Ga., mill (1954) increased 
linerboard capacity by 50 percent. From 1951 through 1955, Mead (including 
Chillicothe for 1954-55) spent about $39.6 million on capital expenditures, com- 
pared to a current net plant account of $57.4 million. The last public financing 
was the sale of $7.5 million of convertible preferred stock in 1954, much of which 
has already been converted into common. Plans call for accelerated expenditures 
this year and next. 

Mead enjoyed rapidly rising sales from 1946 to through 1948, but pretax profit 
margins were disappointing. In the 1949 recession, both sales and profit margins 
declined noticeably. In the next 2 boom years, Mead rode the prosperity wave 
with sales and margins at peak levels. From 1951 through 1954, sales fluctuated 
but were around the $121 million level again in 1954. Margins had somewhat 
stabilized at about 12 percent. In 1955, with greater productive facilities, higher 
prices, and the merger benefits, sales resumed their upward tend and margins 
were high. 

Mead’s dividend policy has been to pay out a relatively small amount of earn- 
ings. This has been supplemented in recent years by stock dividends. The price- 
times-earnings relationship has historically been low for Mead. While it -has 
advanced steadily since 1950, it is one of the lower ratios in the industry. The 
yield was formerly quite high, but in the past 2 years the advancing stock 
price, coupled with the moderate cash payout, has brought this into line with most 
other paper companies. 
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1956 (24 weeks) - - 
1955 (24 weeks) !- 
1955... . 

1954. _- , 
se eax 
eee 
ES a ad, 

ee a 

SEE 
1948 ____ 

1947. 

1946_- 


1956 (24 weeks) 
1955 (24 weeks) ! 
1955 __ _ . 
1954__. 

1953... 

1952_.- 

1951 

1950 _ _- 

1949_ - 

eae 7 
1947 

1946_ _- 


1955 -_ - 
1954. . 
1953 _ - 
1952. -- 
1951 - _ . 
1950 - - 
1949 
1948 
1947 
1946 


1 Includes Chillicothe Paper and Mead Paper merged in November 1955. 
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| 
| 
} 
| 
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| Net income | 
| | Netincome | before tax | 
before tax and depre- | Net income 
Sales and depre- ciation and | before tax 
| ciation and | amortization | 
amortization | as percent | 
| | Ofsales | 
| : | “ 
-| $75, 999,000 | $14,171, 000 | 18.6 $12, 275, 000 
| 69, 272, 000 11, 353, 000 | 16.4 | 9, 673, 000 | 
_.| 150, 526, 000 26, 059, 000 | 17.3 | 22,243, 000 | 
| 121,182,000 | 17,871,000 14.7 14, 397, 000 
.| 120,910, 000 | 18, 038, 000 14.9 14, 921, 000 
| 109,823,000 | 17,075,000 15.5 | 14, 277,000 
|} 121,948,000 | 21,693, 000 17.8 | 19, 119, 000 | 
-| 101,799,000 | 17, 169,000 16.9 | 14, 763,000 | 
83, 845, 000 | 9, 268, 000 | 11,1 6, 891, 000 
$1, 651, 000 12, 098, 000 13. 2 | 9, 590, 000 | 
77, 291, 000 : 17.1 11, 294, 000 
57, 403, 000 14.4 | 6, 437, 000 
Deer eS fe - = _ 
Taxes as 
Taxes percent of Net income Earned 


$6, 586, 000 | 


5, 098, 000 
11, 600, 000 
7, 418, 000 
546, 000 
397, 000 
069, 000 
108, 000 
741, 000 
638, 000 


NS ON NIN > 


, 369, 000 


Dividend 2 
per share 


2 $1.12 
3.93 
3.83 
3.80 
1.00 

88 

60 

. 80 

62 

47 


400, 000 | 


net income 
before tax 


53. 
nO 


od 
52. 
51. 
57 
5s. 
63. 
48. 
39 
37 
39 
36. 


SSD MH eH Doon! 


Percent 
dividend 
payout 


35. 6 
40,3 
37.6 
32.3 
38.8 | 
30.8 
36.6 
31.4 
21.2 
Ss 


27.% 


$5, 689, 000 
4, 575, 000 
10, 643, 000 
6, 961, 000 
6, 375, 000 
880, 000 
050, 000 
655, 000 
150, 000 
952, 000 
}, 894, 000 
, 068, 000 


me Doe sO 


Price ? 
range 


10-7 
13-7 


per share 


$1. 69 


4 
or 


15 
31 
21 
48 
58 
86 
64 
55 


93 


mh ND DO OD ND PS ft So 


Median 
price-times- 
earnings 


10. 0 
9.3 


en ho oe OO OS 


2 Adjusted for 2-for-1 split in June 1956, and 25 percent stock dividend in 1950 


3 Plus stock dividends, 2 percent in 1952, 214 percent in 1953, 1954, and 1955. 


69 | 


Net income 


before tax 
as percent 
of sales 


16.2 
14.0 
14.8 
11.9 
12.3 
13.0 
15.7 


14.5 


10.5 
14.6 
11.2 


Median 
yield 
(percent 


w 


~~ wo 


6 
6 


Q 
10 
10 


sco Oo ce 


+ 
“Io 


Note.—Total dollar figures include Chillicothe & Mead Sales Corp. for all years. Earnings and divi- 


dends per share include these 2 companies only for 1954-55. 


Common stock? 


Capitalization, Dec. 
| a 
4%, percent preferred stock ($100 par) 
4.30 percent preferred stock ($50 par)’ 


t Called on November 1, 1956. 


? Split 2 for 1 in June 1956, now 3,222,466 shares 


$1, 1955 


All other per share figures are for Mead only. 


$21, 180, 000 


55, 898 
49, 950 


1, 611, 233 
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MiInneESOoTA & ONTARIO PAPER Co. 


Minnesota & Ontario was incorporated in 1908. In 1931, the company was 
placed in receivership and the present company was organized under a reor- 
ganization plan in 1941. 

Minnesota & Ontario is an integrated producer of newsprint, groundwood, 
specialty papers such as bleached and unbleached converting, book and writing 
paper, and “Insulite,” a line of insulating and structural building board. In 
1953, 33 percent of sales were newsprint, 28 percent specialty papers, 34 percent 
Insulite, 4 percent poles and related items, and 2 percent miscellaneous. News- 
print and specialty papers are sold in a 10-State upper midwestern area, while 
Insulite is sold nationally. There is a seasonal factor in Insulite sales, depend- 
ing on the building industry. Specialty papers include printing, writing, pack- 
aging, and general converting papers. All operations are generally running at 
full capacity. A minor amount of pulp, in excess of Minnesota & Ontario’s 
requirements, is sold. 

In the United States, the company owns 262,000 acres of timberland and has 
cutting rights on 538,000 acres. Its wholly owned subsidiary in Canada has con- 
cessions on 3,427,000 acres, and 600,000 additional acres are reserved. Approxi- 
mately 60 percent of the pulpwod requirements are purchased. 

The company and its subsidiary have three major plants. International Falls, 
Minn., has a present annual capacity of 70,000 tons of various grades of paper 
and 450 million square feet of Insulite. The plant at Fort Francis, Ontario, 
has a capacity of 100,000 tons of newsprint and groundwood. Kenora, Ontario, 
has newsprint capacity of 110,000 tons annually. Following the protracted 
receivership period and World War II, the company has concentrated on mod- 
ernization and speedups of its paper machinery and related plant. Sales of 
pulp in the open market have declined substantially as Minnesota & Ontario 
uses increasing amounts for its own production. The most important new 
capacity now under construction is an 80,000-ton newsprint machine, which 
should be in operation early in 1957. The company is also adding a high-density 
building board press to supplement its Insulite production and adding 20 percent 
to its newsprint capacity on the No. 7 machine at Fort Francis. Capital expendi- 
tures between 1951 and 1955 were $32.3 million, and the net plant account is 
eurrently $53.7 million. In 1955, $14 million was raised, of which $6 million 
was for note repayment. An additional $6 million bank credit line is available. 
Minnesota & Ontario plans to spend $43 million in the 1955-58 period ($11.2 
million in 1955), including $17 million for the above-mentioned newsprint 
machine. 

Following the war, Minnesota & Ontario's sales and margins rose tremendously 
in 1947 and leveled off in 1948. In 1949, the setback in sales and earnings was 
quite sharp as inventories built up in cultural and specialty paper and in build- 
ing board. In 1950, an upward trend in sales began again which’ has lasted 
6 years. Growth in paper capacity and production has been backed by the very 
high level of housing starts which keeps Insulite operations at capacity levels. 
Despite fluctuations in the Canadian dollar and work stoppages in 1951, net 
income per share grew moderately during this period. Pretax margins were 
stable at just over 17 percent for 1952, 1953, and 1954. In 1955, sales con- 
tinued to rise, margins were 19.2 percent, and adjusted per share earnings were 
$2.89. The near parity of the Canadian dollar minimizes this factor in the 
earnings picture. 

Dividends were resumed in 1947 and have consistently averaged around 45 
percent of earnings. The price-times-earnings ratio has been average or slightly 
below that of the industry and improved in the past 2 years with the strong 
newsprint situation. The yield is generally higher than the average for the 
ndustry. 





Operating results 


Net income 
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Net income 

















before tax Net income 
| before tax and depre- Net income!! before tax 
| Sales | and depre- ciation and | before tax as percent 
| ciation and | amortization | of sales 
amortization as percent | 
of sales 
1956 (6 months) .........._._--- | $40, 214,000 |_.-..-._------| P $8, 361, 000 20.8 
1055 (6 months)_..............- 34, 607,000 |... __- : 2 5, 853, 000 | 16.9 
A el 73, 143,000 | $17,085, 000 | 23. 4 14, 022, 000 9.2 
MEAs certtttaiselot esa 70, 094, 000 15, 043, 000 | 21.5 12, 076, 000 17.2 
NARs Stil. wit dies whisdnein dee e 67, 331, 000 14, 858, 000 | 22.1 | 11, 980, 000 17.8 
it Ile cialiniten ditninetenimeie mal 63, 380, 000 13, 920, 000 22.0 | 11,139, 000 17.6 
EE cseaeracdetudeoroate mtermae ere 58, 404, 000 15, 039, 000 | 25.7 | 12, 468, 000 21, 3 
SS 51, 324, 000 | 11, 905, 000 | 23. 2 | 9, 383, 000 | 8.3 
De hii Sa si dst é eink ee am 43, 909, 000 | 7, 936, 000 18.1 | 5, 514, 000 12, 
ea ite eral . 52, 559, 000 | 11, 896, 000 22.6 | 9, 913, 000 | 18.9 
eee toeeree beeen 48,997,000 | 12, 238, 000 | 25.0 10, 542, 000 | 21.5 
BUELL Sf. cds coke cdasnoe 29, 464, 000. | 5, 195, 000 17.6 | 3, 547, 000 | 12.9 
Taxes as | 
Taxes percent of Net income Earned! | 
net income per share 
| before tax 
1956 (6 months) ...._....__- $4, 220, 000 50.5 | $4, 141,000 $1.61 | 
1955 (6 months) __.__..__- amen 2, 991, 000 | 51.1 2, 862, 000 | 1.11 
Sheer na. inet abd drencll 6, 585, 000 | 47.0 7, 437, 000 2. 89 
SS Aa Te PCT ee Oe | 6, 009, 000 | 49.8 | 6, 068, 000 2. 36 | 
a re iaiatiatis 6, 293, 000 | §2. 5 5, 687, 000 2. 21 
ee 5, 786, 000 | 51. § 5, 353, 000 2.08 | 
i adantassere sce posetacuadoun 7, 064, 000 | 56.7 5, 404, 000 2.10 
aT Ee eee 4, 158, 000 | 44.3 | 5, 225, 000 | 2.03 | 
Dl ithigsitiidwedebbiineecesegnaee 2, 246, 000 | 40.7 3, 268, 000 1, 27 
a ect ckarak 7 3, 942, 000 39.8 5, 971, 000 2. 33 
MRR ode oos ou wie cance 4, 776, 000 45.3 | 5, 766, 000 | 2. 24 
Pease AO sii cht chk 1, 598, 000 45.1 1, 949, 000 75 
| Dividend! | Percent Price! 2 | Median Median 
per share dividend range | price-times- yield 
payout earnings (percent 
DE Gilaltiatnceaactueds~Sab sda $1. 20 41.5 37-26 10.9 3.8 
ice inane tat intel a 1.00 42.4 26-14 8.5 5.0 
1953. - . 1.00 45.2 | 15-12 | 6.1 7.4 
RPE Sh Alsace cacbobe 1.00 | 48.1 | 14-11 6.0 0 
EERE: ‘ 1.00 47.6 17-13 71 | 4.7 
es iphienaceb la psnt nc it-sehnert- 1,00 | 49.3 13- 9 5.4 | 2.1 
chek el enmce = 75 59. 1 11l- 6 6.7 | 3.8 
PE aeckiddncncs Samncbbaaeas 1.00 | 42.9 | 14-10 5.2 8. ¢ 
Sivisd bthndes che aaebindehian nbuneck . 50 | 22.3 12- 8 4.5 | 5. 0 
iid: tatin Seaceditescaempdectmenitl <icabin dininecscikigtbbidtinibbuiettice inten 14- 8 | nee dew 
i } } 
1 Adjusted for 2-for-1 split in February 1956. 
2 Bid prices over-the-counter market. Common listed NYSE in January 1955. 
Capitalization, Dec. 31, 1955 
I con sicuatianrpmeineienicn-mebeananaiioen $14, 000, 000 
aL i ciate tierce sees eonapranemmeear shares.____1, 286, 724 


1 Now 2,573,448 shares after 2-for-1 split in February 1956. 
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Oxrorp PAPER Co. 


Oxford Paper was incorporated in 1899. Its sales are composed of roughly 
45 percent magazine paper, 23 percent general printing paper, 13 percent book 
paper, 13 percent business papers, and 6 percent miscellaneous. About two-thirds 
is uneoated paper with most of the rest being machine coated. These percentages 
of end products have not. varied greatly in recent years and are expected to 
remain about the same in the near future. Machine-coated paper has become 
increasingly important in the postwar period. Oxford sells about two-thirds 
of its production directly to large customers and about one-third through paper 
merchants. In addition to paper, the company sells around 20,000 tons of pulp 
in the open market. Total shipments of finished paper and market pulp in 1955 
were 263,501 tons, compared to 256,584 tons in 1954. 

Oxford owns 646,000 acres of timber in eastern Canada. An important post- 
war development was the increased ability to utilize hardwoods for making 
pulp. The company buys about 85 percent of its wood requirements. Last year 
some 100,000 acres of timberland were sold due to location and type of tree. 
The company is fully integrated regarding pulp and sells some pulp on balance. 

The primary operations are located in Maine with a smaller plant in Ohio. 
Paper capacity at Rumford, Maine, with 11 machines, is about 600 tons of rough 
paper daily on a 7-day week, and at West Carrollton, Ohio, with 4 machines, 
capacity is about 150 tons of rough paper daily on a 614-day week. All Oxford 
pulp is produced at Rumford with a capacity of 590 tons per day (a relatively 
small amount is supplied to the Ohio mill). Since the end of World War IT, 
Oxford has built 1 new machine, rebuilt 5 others, modernized and added many 
auxiliary facilities. Capital expenditures from 1951 through 1955 were $18 
million, compared to a net plant account currently (excluding timberland and 
outside real estate) of $82 million. The company plans to rebuild 2 machines 
in 1956 and 1957 and to construct a large water purification system. 

There has been no outside financing since 1952. With a current depreciation 
runoff of about $2.2 million, the company foresees no financing at this time. 

Oxford’s sales and earnings rose in 1946 and 1947 along with the industry. 
In 1948, while sales rose, profit margins declined rather sharply. Net earnings 
per share were $1.80 and did not change materially in 1949. Following the 
Korean conflict, sales jumped rapidly and margins almost doubled between 1949 
and 1951. In the 4 years 1952-55, Oxford has recorded a moderate advance in 
sales aided by price increases with operations around capacity. Predepreciation 
profit margins rose in each of the past 4 years due primarily to operating econo- 
mies. Earnings per share rose correspondingly each year to $4.20 in 1955, an 
alltime record. This figure excludes $0.56 a share profit from the timber sale. 
Dividend payouts on the common stock have been conservative—around 35 
percent. 

Oxford’s price-times-earnings ratio has been one of the lowest in the industry, 
showing a sizable increase in only the past 2 years. Following resumption of the 


dividend in 1947, the vield has been generally high until the stock price advance 
lowered this in 1954-55. 
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Operating results 























| j 
| Net income | 
Net income | before tax | 
before tax and depre- | 
} Sales and depre- | ciation and | 
| ciation and | amortization 
| amortization | as percent 
of sales 
i 
| | 
1956 (6 months) ___.-___- .----| $31, 130,000 $5, 921, 000 | 19.0 
1955 (6 months) _____- Seder 28, 297, 000 5, 015, 000 17.7 | 
Pid tinwAbibatlabsch bocca onicch 56, 426, 000 9, 830, 000 17.4 | 
ASS ae 54, 245, 000 | 8, 823, 000 16.3 | 
a 53, 829, 000 8, 259, 000 15.3 | 
1952. - 52, 947, 000 7, 996, 000 15. 1 
Dp eibhndn stile dtigeeceddsacuals 54, 096, 000 9, 857, 000 | 18.2 | 
RS ici Sans es kchn eedn tee | 44,820,000 | — 7, 298, 000 | 16. ; 
ane | $7, 238, 000 4, 350, 000 11.7 
1948... | 40, 257, 000 4, 228, 000 | 10. 5 
1947___ 36, 492, 000 5, 864, 000 | 16.1 
1946 29, 369, 000 | 3, 861, 000 13.1 
pete entender 
Taxes as | 
Taxes percent of | Net income | 
| net income | 
| | before tax | 
1956 (6 months) _ | $2, 490, 000 52.6 $2, 245, 000 | 
1955 (6 months) ____- 2, 042, 000 52.3 | 1, 865, 000 | 
1955 _ _ - nid 3, 940, 000 | 51.5 2 4, 129, 000 
1954___ 3, 421, 000 50.1 3, 408, 000 
1953 _.. 3, 800, 000 58. 5 2, 700, 000 
1952__. 3, 725, 000 58.3 2, 667, 000 
1951__- 5, 250, 000 63.3 3, 047, 000 
1950__. 2, 600, 000 44.6 3, 234, 000 
1949__- 1, 100, 000 36.8 1, 888, 000 
1948___-- 1, 157, 000 | 38. 2 1, 875, 000 
1947__- 1, 952, 000 39.4 3, 006, 000 
1946__. 1, 173, 000 38.8 1, 847, 000 
| Dividend ! Percent Price 
| per share dividend | range 
| payout | 
| 
| 
1955 $1. 55 | 32. 6 46-34 
1954__ 1. 40 | 36.7 34-15 
Pe cdbisec se Kaede ‘ 1. 20 41.7 15-12 
1952 = 1.00 35. 2 15-12 
1951__ ? ; 1.05 31.4 18-10 
1950. 55 15.4 10-4 
= bide 3 | . 30 16. 6 | 5-3 
== wines — | . 40 22.2 s-4 
a. Sos E ; 25 7.6 | 8-5 
1946___ = pelieieds 7 | | 9-5 


} j 


! All per share figures are based on number of shares outstanding Dec. 31, 195! 


2 Includes nonrecurring profit of $424,886, or $0.56 per share. 


Capitalization, Dec. 31, 1955 
I 
$5 preferred stock (no par) 
Common stock 


Net income 
before tax 


$4, 735, 000 | 
3, 907, 000 | 


7, 644, 000 
6, 829, 000 


6, 500, 000 | 


6, 392, 000 


| 


8, 297, 000 | 


5, 834, 000 
2, 988, 000 
3, 032, 000 
4, 958, 000 
3, 020, 000 


Earned ! 
per share 


| 


a 


Om ONIN wm NN 


80 


Median 
price-times- 
earnings 


zx 


ee 


no 


3 
0 


eran NS 


5 


0 | 


Net income 


before tax 
as percent 
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Median 
yield 
(percent 
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RIEGEL PAPER Corp. 


Riegel is the outgrowth of a company incorporated in 1873. Riegel is 1 of the 2 
largest producers of glassine and greaseproof papers, accounting for 27 percent 
of United States production last year. Sales of such products and other pack- 
aging papers accounted for 42 percent of company sales in 1955, special industrial 
papers and printing papers were 24 percent; base papers for toilet tissue and 
waxed paper, 12 percent; and bleached kraft pulp, 22 percent. Since 1952, when 
pulp production started, the sales of pulp have risen from $6 million to $11 
million and have accounted for a growing percentage of sales. Within the glas- 
sine classification, there has been a movement from plain to converted products 
with better profit margins. The company expects the profitability to continue 
to improve but looks for no dramatic sales increase in this grade. In the second 
classification, there has been a trend toward greater production of special indus- 
trial papers and less of printing paper. The company sold all its base stock for 
toilet tissue and waxed paper to Scott Paper and is returning 1 of the 2 machines 
to Scott and buying the other for conversion to special packaging paper produc- 
tion. Sales of such paper should offset the loss in sales to Scott. 

The most important development in Riegel’s history has been the erection and 
subsequent important expansion of the North Carolina pulp mill. This mill has 
a current rated capacity of 815 tons daily, will shortly be increased to 450 tons, 
and to 500 tons by next January. The company is currently using about one- 
fourth of its pulp in its own paper mills, and selling the remainder. When the 
new paper machine referred to below begins operation in mid-1958, plans call for 
a utilization of around 75 percent of pulp production by the company. 

The present big expansion of Riegel, following the pulp addition, is the con- 
struction of a 300-ton-a-day bleached paperboard machine in North Carolina. 
Over half of this production will likely be food board (about 90 percent of Riegel’s 
glassine and greaseproof paper goes to the food industry), with the remainder 
tabulating cards, tag and folder stock, ete. None of this production is expected 
to be converted at the outset. 

Capital expenditures in the years 1951 to 1955 were about $27 million com- 
pared to a current net plant account of $26.7 million. This year, Riegel raised 
$11.4 million from debt and common stock, principally for the pulp and paper 
expansion in the South, which will run over $15 million in addition to “normal” 
expenditures. The company foresees no further financing for this program under 
today’s conditions. 

Riegel owns 200,000 acres of timber in the South, of which some 25 percent is 
presently nonproductive. It plans to add at least 50,000 acres in the next few 
years. The company is currently buying around 90 percent of its pulpwood re- 
quirements and should continue to do so. 

Riegel’s sales grew somewhat erratically after World War II until the rapid 
increase following the Korean conflict. Its pretax profit margins fluctuated in 
line with other converters due primarily to changes in the cost of purchased 
pulp. Riegel was not hurt appreciably by excess-profits taxes due to a high base 
period and the substantial accelerated amortization which began in 1952. Pre- 
tax and predepreciation profit margins, since the advent of the pulp mill, have 
run around 15 percent. This compares with 9 to 11 percent prior to 1950. Net 
income per share rose appreciably in 1955 despite substantial flood damage and 
the additional shares outstanding. 

In the immediate postwar years, Riegel’s dividend payout was quite low. In 
the last 5 years, it has averaged about 45 percent of earnings after provision 
for preferred stock. ‘The stock generally sold under 10 times earnings prior 
to the heavy expansion and integration program, and in recent years has gone 
to a 12 to 13 times earnings ratio. The yield has fluctuated from 4 to 6 percent 
until it was lowered in 1954 and 1955 by the advancing stock price. 
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Operating results 











Sales 
1956 (6 months)_____- $29, 083, 000 
1955 (6 months) ..__-- 25, 482, 000 
1955... 50, 978, 000 
1954 ett aa 45, 589, 000 | 
1953 43, 005, 000 | 
Rs otk. 37, 872, 000 
— peneltalr rteeatgal 37, 245, 000 
1950 28, 031, 000 
1949 _ k dencbie  amteee 22, 992, 000 | 
1948 ceteaws io ‘ 26, 722, 000 





on... ._. | 95, 231, 000 
20, 086, 000 


1956 (6 months 
1955 (6 months) 


a $1, 990, 000 
enn 1, 016, 000 


1065... . 2, 752, 000 
ED bck prtetitencd 1, 885, 000 
aes didiies : ; 1, 725, 000 
1952 1, 357, 000 
1951 1, 310, 000 
1950 1, 975, 000 
1949 585, 000 
1948... 417, 000 
1947... 885, 000 
1046 672, 000 


Dividend 
per share 


&3 
. 67 
. 67 
. 67 
‘ . 58 
.45 
; .47 
Sana .40 





before tax 
and depre- 


Net income 
| 
ciation and 


$7, 846, 000 
6, 982, 000 
6, 435, 000 
5, 219, 000 
3, 037, 000 
4, 307, 000 
2, 071, 000 
1, 613, 000 
2, 724, 000 
2, 160, 000 


Taxes as 
percent of 
net income 
before tax 





51.5 
52.1 
37.4 
35. 8 
37.7 


Percent 
dividend 
payout 


41.9 
49. ( 
40 
‘AO 
44 
27 
43. ¢ 
44. 
23. ! 


26. { 


SK DoS 


cn Co 


Net income 
before tax 
and depre- 
ciation and 


| amortization 
amortization | 


as percent 
of sales 


Net income 


$1, 799, 000 

883, 000 
2, 418, 000 
1, 638, 000 
1, 623, 000 
1, O87, 000 
1, 232, 000 
1, 817, 000 

979, 000 

748, 000 
1, 465, 000 
1, 105, 000 


Price 
range 


37-23 
26-17 
17-13 
18-14 
17-13 
13-10 
10-7 

12-10 
12-10 
13-9 


NotTE.—Per share earnings and dividends based on 732,000 shares, 1946-53 


Capitalization, Jan. 1, 1956 


Long-term debt 


ne ISN feel gis i Sie shares__ 


Net income 

before tax 

as percent 
of sales 


Net income 
before tax 








$3, 789, 000 | 13.0 
1, 899, 000 7.5 
5, 170, 000 10.1 
3, 523, 000 ae 
3, 348, 000 7.8 
2, 444, 000 6.5 
2, 54 6.8 

13.5 
6.8 
4.4 
| 9.3 
8.8 


Earned 
per share 


$1. 54 
su 
2. 46 
2. 00 
2. 06 

32 
2. 43 
1, 34 
1, 02 

2. 00 


et 


Median 
price-times- 


earnings 


Median 
yield 
(percent) 


12.2 3.4 
10.8 16 
7.3 5 

12,1 4.2 
9.9 4.5 
4.7 8 
6.3 6 

10.8 4.1 
1. 5 4.3 
7.3 3.6 


59,525 in 1954; 970,397 in 1955 


$14, 400, 000 


970, SAT 





I 
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St. Reers Parer Co. 


St. Regis was incorporated in 1899. The company held stocks of various public 
utility companies for many years but it has completely divested itself of these 
in recent years. St. Regis is now one of the largest diversified, integrated paper 
companies. The breakdown of sales in 1955 was approximately 29 percent 
multiwall bags; 22 percent printing and publication papers; 20 percent kraft 
pulp, paper, and board; 10 percent plastics (under the trade name “Panelyte’’) ; 
8 percent containers; 7 percent waxed paper; and 4 percent miscellaneous. In 
recent years, the company has moved through acquisitions and expansion to 
diversify its product line, to provide markets for its primary production and 
to diversify geographically. 

In 1955, St. Regis acquired Michigan Panelyte Molded Products (fabricated 
plastics parts), Pollock Paper (waxed paper and fiber boxes), and General Con- 
tainer (corrugated and folding setup boxes). In 1956, the company acquired 
Ajax Box (corrugated boxes), Gummed Products (gummed and foil products), 
Chester Packaging (flexible packaging), Pacific Waxed Paper, and Cambridge 
Corrugated Box Co. Also, Rhinelander Paper, with annual sales of around 
$21 million, was acquired. Rhinelander is in the greaseproof type of paper 
field and recently opened a joint mill with Weyerhaeuser Timber on the west 
coast. The company has also proposed acquisition of the $19 million J. Neils 
Lumber Co. 

St. Regis owns or controls about 2.3 million acres of timber and is aggressive 
in its program to acquire additional lands. The company currently buys about 
two-thirds of its wood requirements. St. Regis both buys and sells pulp, de- 
pending on type of product and location. On balance, the company is integrated, 
which is an important change from earlier years when it was dependent on 
foreign pulp. 

In the postwar period, St. Regis undertook an extensive modernization and 
expansion program, which was largely completed by 1952. The company is 
currently engaged in another big expansion, the major component of which is 
a 1,000-ton-a-day (850,000 tons a year) board machine at the Jacksonville plant. 
The company has tentative plans for a 400-ton-a-day board machine on the west 
coast. St. Regis also owns 51 percent of a Canadian company, which is con- 
structing a 400-ton-a-day bleached kraft pulp mill. St. Regis will use some 
of this pulp in its own operations and the rest will be sold as market pulp. 

Both the Jacksonville and Canadian plants should be in operation by early 
1957. Capital expenditures from 1951 through 1955 were $86.1 million, com- 
pared to a current net plant account of $118.4 million. Expenditures this year 
will run about $48 million, of which $31 million will be at Jacksonville. The 
company foresees no permanent financing over the next few years. 

In 1946 and 1947, St. Regis enjoyed rapidly advancing sales and earnings 
which stabilized somewhat in 1948. In 1949, the company experienced a severe 
drop in sales, profit margins, and net earnings. While this was a generally 
poor year, the decline in St. Regis’ operations was accentuated by rapidly falling 
foreign pulp prices and heavy inventory losses (the company was not integrated 
at that time). A reversal of the inventory situation and the demand caused by 
the Korean conflict restored earnings rapidly, and they rose to unusually high 
levels in 1951. Between 1952 and 1954, earnings grew moderately. In.1955, 
sales rose to over $250 million and pretax margins were 15.1 percent. Reported 
per share earnings were $2.95; pro forma on the 1955 acquisitions, these earnings 
were $3.17 a share. 

St. Regis paid out a low percentage of net earnings in dividends between 1947 
and 1953. In the past 2 years the payout was about 60 percent. The price- 
times-earnings ratio for St. Regis remained quite low (probably due to the 
1949 experience) until last year. The yield, conversely, was high until 1954, 
when the rising stock price brought it in line with the industry. 
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Operating results 


. ‘ | 
Net income | | 


























| 
| Netineome | before tax | Net income 
| beforetax | and depre- | Net income | before tax 
Sales and depre- ciation and | before tax | @S percent 
| ciation and | amortization | of sales 
amortization | as percent | 
of sales } 
1956 (6 months) ___- ___..| $167, 642, 000 | | $25, 273, 000 | 15.1 
1955 (6 months) -__. --------| 112,475,000 | ; ier , | 17,307,000 | 15.4 
1955__- SF 257,057,000 | $51, 435, 000 20.0 | 38,817,000 15.1 
1954_-- aa 200,090,000 | 39, 922, 000 20.0 | 28, 576,000 | 14.3 
ne inns Satweawechenbt -| 200, 334, 000 | 39, 848, 000 | 19.9 29, 363, 000 14.7 
EE when abbthtad absihdinst cited ---| 182,712,000 | 31, 217, 000 | 17.1 24, 240, 000 13.3 
sie tends « utne ape a nemneniniapenidiins --| 195,956, 000 | 44, 594, 000 | 22.8 | 38,741,000 | 19.8 
1950 -- ~---------------------] 154,789,000 | 25, 460, 000 | 16.4 20, 149, 000 | 13.0 
1949___ i. wties | 127,336, 000 12, 799, 000 | 10.1 | 8, 067, 000 | 6.3 
Se aera 27, 864, 000 | 17.1 23, 960, 000 | 14.7 
BE that oie -.----------| 143,865,000 | 27,053,000 | 18.8 | 24,084,000 | 16.7 
1946__- | 82,782,000 | 11,378,000 | 13.7| 9, 524,000 | 11.5 
Taxesas_ | 
| axes | percentof | Netincome | Earned 
| | net income | | pershare | 
before tax | 
| i 
este enters ener ecesoemeaninenspsabmein ms 
1956 (6 months) ‘ ....--| $12,955,000 | 51.3 | $12,303,000 | 1 $1.73 | 
1955 (6 months) -.._._- sachin onl 8, 594, 000 | 49.7 | 8, 713, 000 1. 52 | 
NL cies lnteehetindn Atesrttipeeaten nthe apeougl } 19, 769, 000 | 50.9 | 19, 048, 000 2.95 | 
Se aticeeetipithakacadeespasa nee --.----| 13,646,000 | 47.8 | 14,930, 000 2. 62 | 
Si nciukthiaremnseen a = | 13, 206, 000 45.0 16, 157, 000 2.91 | 
RR senate Gs 4s -...| 11, 538,000 | 47.6 | 12, 702,000 | 2.32 | 
ee . 21, 945, 000 | 56.6 | 16, 796, 000 3.11 | 
nsenties i ; : 8, 525, 000 2.3 11, 624, 000 | 2. 10 
1949___- os 2, 588, 000 | 32.1} 5,478,000 | . 90 | 
NO died ott anodh sn ---| 9,043, 000 | 37.7 | 14,860,000 2.71 | 
0 TE aw eebeeeurierctie 9, 325, 000 | 38.7 14, 631, 000 | 2. 66 | 
hare care 3, 785, 000 | 39.7] 5, 564,000 . 99 | 
| 
| | 
| —| es ————— ——-- --— 
| Dividend Percent | Price Median Median 
pershare | dividend | range price-times- yield 
} | payout | earnings (percent) 
ee el racesiugl ay oul $1.80 | 61.0 | 50-34 | 14.2 | 4.3 
ara oe BR a gy si 1. 58 | 60.1 | 42-20 11.8 5.1 
tiene cores aaa 1,25 | 43.0 | 24-17 7.0 | 6.1 
i ttn heedl tate daelnneuieat Teall 1.00 | 43.1 | 24-17 | 8.8 | 4.9 
EG cht Ab cig ttcinnepia we tutogadiulb | - 80 | 25.7 | 19-12 | 5.0 | 5.2 
MES osipnntaiineuhennieiek - 70 | 33.3 13-8 | 5.0 | 6.7 
I cere h ache cemeeuieil dectuneten: . 60 | 66.7 H-6 8.3 8.0 
iar coke iin: tones neg morerenshee . 80 29. 5 14-8 4.1 | 7.3 
Nea dtenc knoe bees 25 | 9.4 | 12-9 3.9 | 2.4 
ET ee eee eee es shiidind obbisk | = hj sebaiblalicwanb an Dis cach ate Sela cal 15.8 MMA sendoumiansmgale 





1 Earnings for Rhinelander and Pacific Waxed Paper included only for 2 months; $1.84 if these subsidiaries 
had been included for 6 months. 


Capitalization, Dec. 31, 1955 
I al sis coc eeenccbeiee ts Aneneniinc sath easiaylbiiphietesierinapycestetasniasbocen $73, 000, 000 
4.40 percent preferred stock ($100 par) -.-------------~-- shares__ 134, 000 
I sec esceclgsbimlnsenicalenindiatahbermtisoneney erent do..... 6, 266, 115 
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Scorr Parer Co. 


Scott was incorporated in 1905, and is the leading producer of toilet tissues, 
paper towels, and wax paper, and a principal producer of facial tissues and 
paper napkins. Industrial wipers are also produced under the Scott name. All 
Scott trademarked products accounted for 76 percent of total sales last year. 
Toilet tissues, the most important product, represented 37 percent of sales. A 
variety of special industrial and converting papers totaled 19 percent of sales 
and slightly under 5 percent were sales of pulp. Pulp sales have declined stead- 
ily as the company has used more of its own production internally. The total 
tonnage of paper products produced was 755,000 tons in 1955. Scott is in an 
unusual position in the industry because most of these products are promoted 
to the public through advertising and are sold through retail outlets. Adver- 
tising to promulgate acceptance of the Scott trademark is very important. 

Scott has carried out an aggressive expansion program of its own facilities 
over the past 10 years, and has made several important acquisitions. In 1951, 
Soundview Pulp was merged, giving Scott large pulp production, timber resources, 
and a west coast location. Four paper machines have been added to this opera- 
tion. In 1954, Detroit Sulphite Pulp & Paper was acquired. Detroit continnes 
to make a large part of Scott’s requirements for wax paper base stock and wrap- 
pers and in addition is now producing Scott trademarked brands. Also, in 1954, 
Hollingsworth & Whitney Co. was merged. This merger again gave Scott sub- 
stantial pulp capacity. A program for installing new papermaking equipment is 
underway to make the Alabama operation the principal source of Scott trade- 
marked products for the southern market. 

The company has entered into agreements leading to the purchase by October 
1958 of a 50 percent interest in Westminster Paper Co., which sells Scott products 
in Canada. Scott will purchase 29 percent of British Columbia Forest Products 
by the end of 1957, and may buy substantial quantities of pulp from a mill now 
being built by that company on Vancouver Island. In addition, Scott has pur- 
chased a 50 percent interest (for $1.7 million) in a Mexican company producing 
pulp from bagasse. Additional expansion is planned in England where Seoit 
and Bowater Paper have formed a new jointly owned company which will pro- 
duce and market household paper products in the United Kingdom. 

In 1956, Scott sold $98.7 million of convertible debentures, of which $44 million 
was to repay bank loans, $20 million for the Alabama expansion, $14 million for 
the British Columbia Forest Products purchase, and $4 million to increase the 
Westminster ownership to 50 percent. There are 1.3 million common shares 
reserved for conversion. 

In the Northwest, Scott has timber resources of over 3.5 billion board-feet plus 
210,000 acres of regrowth land. In the East, over 1 million acres are owned, and 
in the South, through direct or indirect ownership, over 330,000 acres. Scott’s 
pulp production in 1955 was about in balance with paper production on an 
overall basis, although pulp was both purchased and sold. 

Scott has a record of consistent sales growth, and annually achieves one of 
the better profit levels in the industry. Sales increased from 1946 through the 
1949 recession. Pretax profit margins, which were about 8 percent in 1946-48, 
actually rose in 1949 to 11 percent. After the bulge in total sales (including 
pulp) in 1951, due mostly to the inclusion of Soundview, and the resultant gain 
in earnings, the normal upward pattern was reestablished in 1952. Sales have 
risen steadily and pretax margins have been maintained around 16 to 17 percent 
of sales. Despite the common shares issued in mergers, per share earnings have 
risen each year starting with 1952. Scott has followed a very liberal policy ou 
dividend payouts which have averaged 68 percent in the past 5 years. 

The company’s stock usually sells at the highest price-times-earnings ratio in 
the industry due to the excellent financial record. This factor has offset 
the high dividend payout so that the yield is below the industry average. 
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Operating results 






































| | 
| Net income | | 
| Net income | before tax Net income 
before tax and depre- | Net income t| before tax 
Sales and depre- | ciationand | before tax as percent 
ciation and amortization of sales 
amortization | as percent 
of sales 
1056 (6 months) _.........-...---- | $133, 441,000 | $28, 706, 000 | 21.5 | $23, 162,000 | 17.4 
1955 (6 months)_.........-..----- 125, 825, 000 27, 554, 000 | 21.9 | 23, 105, 000 | 18.4 
Dees dbacb bie waded dicdboske 264, 684, 000 51, 690, 000 | 21.0 | 41,866,000 | 17.0 
Rh won nyihaphinenemwk- pia «war 228,793,000 | 46, 788, 000 20.4 | 37,740,000 | 16.5 
sda ieee hatte os oie niin siete onneteial 165, 000, 000 30, 991, 000 18.8 26, 755, 000 | 16.2 
1952_ _- Seabees Rese eo Sena 146, 903, 000 29, 539, 000 | 20.1 | 25, 782,000 17.6 
1951 2 dn tb ii Kemrooduh li SS 149, 571, 000 31, 197, 000 | 20.9 | 27,622,000 | 18.5 
 *— arr Ss ere 97, 724, 000 16, 704, 000 17.1; 14, - 000 | 15.0 
1949. __ aie iti e ineneenadit 83, 600; 000 | 11, 286, 000 | 13.5 | 9, 27, 000 | 11.4 
i on cnoackewsbordeos catewod 73, 597, 000 7, 955, 000 | 10.8 | 6, a4 000 | 8.6 
Bees -Sibebold. istics. seul. 57, 253, 000 6, 092,000 | 10.6 4, 714, 000 8.2 
BIDS binctopnodsswedaddieenosceigen 46, 223, 000 4, 582, 000 | 9.9 | 3, 347, 000 7.2 
|—_-— - at a ll anes eat = ts 
Taxesas , 
Taxes percent of | Net income | Earned | 
net income | pershare | 
before tax | | | 
IS ND nes eeewy -| $11, 750,000 50.7 $11, 412, 000 $1. 42 | 
1955 (6 months) -____ -- th ochibes 12, 030, 000 52.1 11, 675, 000 1. 38 | 
id Dh bedi om ahd itbo bles bint 20, 530, 000 49.0 | 21, 336, 000 2. 65 | 
ET alfa cheuteehmmielemesins® 18, 920, ¢ 50.1 | 18,820,000 | 2. 33 | 
a ence a ae 15, 060, 000 56.3 | 11, 695,000 | 1. 80 | 
1962... shoe beskweh wd deed 15, 075, 000 58.5 | 10, 707, 000 | 1.72 | 
CGR VERRVTRETITE TER rey 16, 736, 000 60.6 10, 886, 000 | 1.75 | 
OE lain eecnlaedivnccepeeciont 7, 450, 000 50.9} 7,195,000 | 1.95 
eine MP eae eh neath iaeaaniel 3, 900, 000 40.9 5, 627, 000 | 1. 52 | 
Mc. c00-2-_ sb edk 4. ola 2) 475, 000 | 39. 2 3, 839, 000 | 1.04 | 
BP ch dicta ahh ali Bons dbtdsiblisdud 1, 857, 000 39. 4 | 2, 857, 000 .76 
BEB. .wccn-cnooupensverrtst-drats 1, 327, 000 39.6 | 2,020, 000 | 52 | 
’ 
—|- capeiallitail ieeenaiitctinera -|—_-—- -—— 
Dividend Percent | Price { Median | Median 
per share dividend | range | price-times- yield 
payout t | earnings (percent) 
1955_.. aohelces 24 ass $1. 80 | 67.9 79-56 | 25.5 | 2.7 
Te ied crate ede ing mermial | 1. 56 67.0 67-35 | 21.9 | 3.1 
1953 _.- bs 1.30 72.2 36-27 17.5 41 
Be iawn cde ddd eneo dite 1. 20 69.8 30-25 | 16.0 | 4.4 
in ciniicin Rildeite Redecmsn ontaaimnanmmal | 1.11 63. 4 30-21 14.6 | 44 
1950. - pate eee eel 91 | 46.7 | 25-17 | 10.8 | 4.3 
cts eta dor chemrstnsdp chines dure | . 66 | 43.4 18-12 9.9 | 44 
BL dt dtbabismond sd tsalisélbiinl - 57 | 54.8 | 13-10 11.1 | 5.0 
| RS ae. ee es - 49 | 64.5 13-10 15.1 4.3 
a aan gelinetral theater saan . 45 | 86.5 16-11 26.0 3.3 
{ | 
1 Includes Detroit Sulphite Pulp & Paper Co. and Hollingsworth & Whitney Co. 
2 Includes Soundview Pulp Co. 

Capitalization, Dec. 31, 1955 
Se eteenepoaenieningemnere = $39, 000, 900 
I SSA SES al ee shares__ oS, 000 
aE A TO thereon eh epentetnenepnarmmaneeseere= Oo. 45, 000 
I A a calrcinnrahn<epeintretneit= oe nn aerate coesia do..._ 7, 894, 815 


! Currently outstanding $98,700,000 long-term debt. 
2 Common stock exclusive of 1,281,625 shares reserved for conversion of new debentures. 
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SUTHERLAND ‘Paper Co. 


Sutherland was incorporated in 1917 and manufacturers folding dry cartons 
including cellophane window paper boxes, paraffined cartous, food dishes, pails, 
egg cartons, paper plates and cups, and paperboard which is sold to others (this 
category is of minor importance). A large portion of Sutherland’s products is 
used in the food industry with the remainder going to a diversified list of indus- 
tries. Over two-thirds of the company’s production is in custom-made items, 
and design and graphic arts are important phases of operations. 

In 1954, cold drink paper cups were added to the product line and a small foil 
converting company was acquired. In November 1955, the Fort Orange Paper 
Co. at Castleton-on-Hudson, N. Y., was acquired by the issuance of 60,000 shares 
of Sutherland common stock. Fort Orange provides an eastern operating loca- 
tion with two paperboard machines and the equipment for making folding cartons. 

Sutherland buys its pulp from outsiders, principally on contracts with Canadian 
and domestic producers. Wastepaper, which is also important, is obtained from 
a wholly owned subsidiary and other wastepaper dealers. The company’s own 
paperboard production is sometimes supplemented by purchases in the market. 

Sutherland has 5 board machines, 4 carton converting plants, a specialty plant 
and a new research and engineering building, at Kalamazoo, Mich. In the post- 
war period, following a modernization and quality improvement program, Suther- 
land built a $2.9 million specialties plant to house the growing specialties line. 
This was completed in early 1955. Between 1951 and 1955, Sutherland spent 
about $11.3 million on capital expenditures compared to a current net plant 
account of $22.5 million. Since the refinancing in 1951, the only major financial 
change has been to retire the $3.4 million preferred issue in 1954 through con- 
version into common stock. 

Sales advanced steadily from 1946 through 1948 with pretax margins ranging 
from 12 to 15 percent. Sales advanced again in the recession year of 1949 but 
margins declined to 9 percent, Between 1950 and 1953, sales continued strongly 
upward and margins were maintained in the 13 to 16 percent range. Excess 
profits taxes penalized net earnings severely from 1951 through 1953. Sales 
declined slightly in 1954 with margins at 14.9 percent. Last year sales rose to 
$57 million but pretax and net earnings declined due to unfavorable cost-price 
relationships, movement of the specialties plant to new quarters and to labor 
unrest. Sutherland has followed a very conservative dividend payout policy and 
has financed internally. Dividend payments have usually been under 50 percent 
of earnings except for the 60.6 percent paid last year when earnings declined. 

Sutherland has experienced one of the more stable price-times-earnings rela- 
tionships in the industry. From 1947 through 1953, it ranged only from 5.5 to 
&§.8 times. This increased slightly in 1954 and importantly in 1955 due in part 
to the lowered earnings. The yield has also been fairly consistent, fluctuating 
from 4 to 7 percent since 1946. 











1956 (6 months)... _- 


1955 (6 months)_...____- 


 _ 


1956 (6 months)_-_- 
1955 (6 months) 
1955__- 

1954__ 

1953 __ - 

1952_- 

1951 _- 

1950__. 

1949__- 

1948___ 

1947__ 

1946__ 
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Sales 


$33, 745, 000 | 
28, 976, 000 | 
57, 302, 000 

54, 040, 000 | 
55, 752, 000 | 
49, 859, 000 | 
47, 801, 000 | 
39, 462, 000 

29, 037, 000 | 
27, 046, 000 | 
25, 178, 000 | 
19, 730, 000 


Taxes 


$2, 306, 000 | 
1, 919, 000 
3, 860, 000 
4, 200, 000 
6, 150, 000 
4, 110, 000 
4, 996, 000 
2, 614, 000 | 
988, 000 
1, 261, 000 
448, 000 
003, 000 


—_ 


Dividend 
per share 


Pe et tet et pl ft el et 
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Operating results 





Net income 
before tax | 
and depre- 
ciation and 


$8, 844, 000 | 
9, 161, 000 
10, 112, 000 
7, 561, 000 
8, 497, 000 
6, 168, 000 
3, 190, 000 
3, 761, 000 
4, 165, 000 
2, 932, 000 


Taxes as 
percent of 
net income | 
before tax 


Percent 
dividend 
payout 


60.6 | 
44.6 

46.2 | 
54.7 
44.1 
32. 6 
54.1 
41.5 
36. ¢ 


3 
37.4 


PROTECTION 


Net income 
before tax 

and depre- 
ciation and 


| | amortization 
amortization | 


as percent 
of sales 


ae taped peed ed et ed edt 
DOS Cri or -1cr 


14.9 | 


28, 000 
51, 000 
12, 000 
77, 000 
957, 000 
504, 000 
648, 000 
785, 000 
614, 000 
070, 000 
364, 000 
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Price 
range 





611, 000 | 





before tax 


| 


$4, 434, 000 
| 3, 670, 000 
7, 372, 000 


9, 107, 000 


Net income | 


8, 077, 000 | 


6, 614, 000 | 


399, 000 
602, 000 
330, 000 
813, 000 
614, 000 


wmwownwou 


Earned 
per share 


CNW N owe 


wo 
_ 


Median 
price-times- 
earTungs 


Note.—Includes Fort Orange Paper Co. results for November-December 1955. 


Long-term debt 
Common stock 


Capitalization, Dec. 31, 1955 


7, 644, 000 | 


Net income 

before tax 

as percent 
of sales 


| 
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$5, 170, 000 


1, 063, 189 
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Union Bac-Camp Paper Corp. 


Union Bag was incorporated in 1916 and is an outgrowth of a company formed 
in 1861. Inits early years, the company concentrated on the bag field, but during 
the 1930's Union moved its operations to Savannah, Ga., and today is a diversified 
pulp, paper, board, and paper packaging producer. Sales last year were about 
36 percent bags, 30 percent paperboard, 18 percent boxes, and 16 percent mis- 
cellaneous, including “Scutan” waterproof paper and a byproduct, tall oil. Ex- 
port sales last year were 6 percent of total sales and are growing steadily. 
Union is the country’s leading bag maker, though such items have decreased 
from 75 percent of total tonnage sold in 1937 to 40 percent last year due to the 
other rapidly growing lines. About 95 percent of sales are made east of the 
Rocky Mountains and most of this is east of the Mississippi River. 

Union Bag owns or controls 1 million acres of timber in areas surrounding its 
Savannah plant. As with other companies, Union normally buys about 85 per- 
cent of its wood requirements. The company is fully integrated in pulp and nor- 
mally sells only a little. About 60 percent of Union’s basic production of board 
and paper is converted by the company; the remainder is sold. 

In 1936, the company built its first pulp and paper machine at Savannah and 
since then has substantially increased its facilities. This operation, with its six 
machines, is now the world’s largest integrated pulp, paper, and board mill. In 
1951-55 period, Union’s capital expenditures were $52.5 million compared to a 
current net plant account of $50.4 million. In 1954, a 3-year expansion program 
was completed which brought daily capacity to 1,800 tons. Since that time, 
further improvements have raised capacity to 2,000 tons a day. The company is 
now in the second year of a 5-year capital replacement program which will total 
about $18 million. In 1951, Union borrowed $6.5 million which was repaid in 
1955, and there is no debt currently outstanding. 

Pians were recently approved by the stockholders to acquire Camp Manufac- 
turing Co. Camp owns 240,000 acres of timber and produces bleached and un- 
bleached sulfate pulp, and kraft paper and board. Union Bag-Camp is undertak- 
ing an $18 million program to expand Camp production which has recently 
increased capacity from 375 tons a day to 425 tons a day and which will increase 
this capacity to 600 tons a day by 1959. An additional 1,820,000 Union Bag 
shares were issued in the exchange. 

The outstanding financial achievement of Union Bag has been the company’s 
ability to have usually the highest profit margins in the industry. These pretax 
margins have run consistently between 19 and 25 percent in the past 4 years, and 
have averaged better than 20 percent for the past 20 years. Among the reasons 
for this level are the efficiency and full integration of the one-location Savannah 
operation and the surrounding supply of pulpwood. 

In the immediate postwar period, Union’s sales and earnings rose until the 
1949 setback. Following the buying inspired by the Korean conflict, sales re- 
mained level until the important increase recorded last year. Margins were at 
high levels throughout this period. Union’s growth has been internal—there 
have been no important acquisitions in recent years until the Camp merger. 

In view of its desire to expand without large debt flotations, the company’s 
dividend policy has been to pay out about 50 percent of earnings. Since 1950, 
there has been a steady increase in the price-times-earnings relationship so that 
it is now fairly comparable with other paper packaging producers. The yield 
has generally been higher than the industry average. 
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Operating results 























} | 
Net income | | 
Net income before tax | | Net income 
before tax and depre- | Net income before tax 
Sales | and depre- ciation and | before tax | as percent 
ciation and | amortization | | of sales 
| amortization | as percent | 
| of sales 
1956 (6 months)__..........-._..- $68, 235, 000 | 21, 512, 000 | 31.5 | $18, 365, 000 26.9 
1955 (6 months) _................- 61, 751, 000 18, 300, 000 29. 6 | 15, 103, 000 24.5 
Bk stent pncgitnninta berinetr wdgondenney 123, 032,000 | 37, 274, 000 30.3 29, 858, 000 24.3 
1954 delle initiates wecaciatnietaieedeninre 105, 503, 000 | 29, 482, 000 | 27.9 22, 686, 000 21.5 
i abi pitipilotitstparmcirertatieadiaded eel 106, 348, 000 | 26, 012, 000 | 24.5 20, 380, 000 19.2 
ee eis Soe eke ddd 95, 908, 000 | 27, 513, 000 | 28, 7 24, 216, 000 25.2 
th tees Le neh ent bne 104, 461, 000 | 39, 462, 000 37.3 36, 543, 000 35.0 
taint ileal aaaion 80, 374, 000 | 22, 683, 000 28, 2 20, 023, 000 24.9 
eS teat rbvctaonhbnceaeucdin 65, 489, 000 14, 433, 000 22.0 12, 347, 000 18.9 
BE bs Ob ebieddiloadseeehbeh cabibd 76, 530, 000 24, 156, 000 31.6 | 22, 658, 000 29.6 
Si ati. 6 cient natalie Deldusintesateicalie Maaiaeniantl 63, 512,000 | 21, 153, 000 33.3 19, 982, 000 31.5 
tan hana at ins ini iclacind Acoma omni 44,871,000 | 10, 068, 000 22.4 8, 970, 000 20.0 
roth as 
| Taxes as | 
Taxes | percent of Net income | Earned! 
| net income per share 
before tax | 
1956 (6 months)________.-...___- $9, 584, 000 | 2.2| $8, 782, 000 $1. 65 
1955 (6 months)__...............- 7, 948, 000 | 6 7, 155, 000 1,35 
Tle Rata acces 15, 592, 000 | 2} 14, 266, 000 2. 68 
Ie ao ae cee coals 11, 892, 000 | 2. 4 10, 794, 000 2.03 | 
eres ia nchane eicktrk wenienke 10, 491, 000 .5| 9, 889, 000 1. 86 | 
Pe dabble dtockddbbbincedbbetuciies 13, 156, 000 3 | 11, 069, 000 2. 43 
Bites sbaee- nish Ruttiswelied 24, 325, 000 .6 | 12, 218, 000 2. 68 
AR abel enn ee act ea 9, 125, 000 .6 | 10, 898, 000 | 2.41 
BOM deel kau. 4, 860, 000 | 4 | 7, 487, 000 1.67 
eis ocethth . dehlidldeettee 9, 050, 000 | 9 13, 608, 000 3. 06 
Pe cesetepiti<d bbe iaestereynt 8, 225, 000 | 41.2} 11, 757,000 | 2. 64 
ariel tae ine eee ees ee 3, 715, 000 | 41.4 5, 255, 000 1, 38 
Dividend! Percent Price ! Median Median 
pershare | dividend | range price-times- yield 
payout | earnings percent) 
eli erences $1.33 49.6 38-2 11.4 4.4 
Pees cc Set. 1.17 57.6 | 25-14 9.6 6.0 
Ee tiati linia nites alienate 1.00 | 53.8 17-13 8.1 6.7 
RD iliEsh ecten tame a 1.17 48.1 | 17-14 6.4 7.6 
a ee 1.25 46.6 | 17-12 5.4 8.6 
Be a debeldecbasdibesdeecdésices 1.00 | 41.5 13-9 4.6 9.1 
Akela dette ddbekw ous d GU . 83 49.7 11-7 5.4 9.2 
I al ik a ceas 1. 33 43.5 13-9 3.6 12.1 
a aan ie ae eRe 1.00 37.9 12-9 4.0 9.5 
Pi itewertes, tiwadsnvdetoustdodda . 43 31.2 13-8 7.6 4.1 
1 Based on shares outstanding at the end of the year and adjusted for 3 for 1 stock split in February 1956. 


Capitalization, Dec. 31, 1955 
I ci mites senonanoanmans ccc shares__ 1, 771, 206 
1 Now 5,313,618 after 3 for 1 split in February 1956. 
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S. D. WARREN 


Warren was founded in 1854 and incorporated in 1918. The company is one 
of the larger producers of “book papers.” About two-thirds of sales are coated 
papers and one-third uncoated. Sales fall into six categories: (1) paper for 
commercial printing by letterpress or lithography; (2) labels and box coverings; 
(3) book publishing papers; (4) magazine paper; (5) paper for carbonizing; 
(6) paper for a wide variety of industrial uses. The first category is of major 
importance and includes paper sold for all types of advertising material, cata- 
logs and corporate annual reports. Due to the high quality of Warren papers, 
revenues received per ton of product are very high. Distribution is chiefly 
accomplished through the Warren Merchants Association. This is an informal 
organization of 113 independent paper wholesalers which provides national 
distribution. 

The company’s major operations are at Cumberland, Maine, where about 
139,000 tons were produced last year. An extensive modernization, quality im- 
provement, and cost-reduction program was undertaken there during 1946. 

In 1953 Warren undertook its most important step in many years when it ac- 
quired the properties of Central Paper Co., of Muskegon, Mich., by an exchange of 
stock. Central was formerly a kraft operation and had been losing money. 
Since the acquisition, Warren has converted and revamped the Central operation 
so that now 80 percent of production is in Warren-type papers and 20 percent 
is in the best of the original kraft grades. Total production was increased from 
30,000 to 40,000 tons in 1955 and should exceed that mark in 1956. Warren has 
recently completed a speedup of 3 of the 4 machines at Central to provide for a 
capacity of 60,000 tons. A bleach plant is due for completion in January 1957. 
This will allow the company to make more of its own bleached pulp for use 
at Central. 

Total capital expenditures between 1951 and 1955 were $15.7 million compared 
to a current net plant account of $23.1 million. The greatest part of this ex- 
penditure was for the rehabilitation at Central. 

The company owns 60,000 acres of timber as a reserve and for experimental 
purposes. It buys its pulpwood requirements from local sources within 50 miles 
of its mills. Warren produces about SO percent of its own pulp requirements. 

Warren’s sales and earnings rose rapidly in 1946-47. Sales then leveled out 
until the rise in 1950-51. Earnings fluctuated in this period as costs and taxes 
varied. In 1953 and 1954, sales resumed their upward trend though earnings 
were penalized severely by hurricane losses in Maine and dislocations at the 
Central mill. Warren sustained an operating loss at that mill throughout the 
past 2 years, and it was not until 1956 that Central began to contribute to earn- 
ings. Warren’s pretax profit margin has consistently been below the industry 
average, but rose in 1955 and 1956. 

The company’s dividend payout policy has generally been below 50 percent, 
except for the unusual year of 1954. 

The price-times-earnings relationship has historically been very low. In the 
past 2 years, this evaluation has trended upward as the impact of the Central 
acquisition became more apparent. The yield has generally fluctuated between 
5 and 7 percent and has declined in the past 3 years as the stock rose, 
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Capitalization, Dec. 31, 1955 
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WEsT VIRGINIA Putp & Paper Co. 


West Virginia was incorporated in 1899 and today is best known for its im- 
portant position in white printing and converting paper. The company produced 
853,000 tons of paper and board in 1955, including 202,000 tons of white printing 
paper, 92,000 tons of white converting paper, 133,000 tons of bleached board, 

2,000 tons of kraft paper, and 300,000 tons of container board. West Virginia 
does not convert any of its production but Hinde & Dauch, a subsidiary, buys a 
substantial amount of the container board. Hinde & Dauch, acquired in 1953 
by an exchange of stock, is a large ($43 mililon sales in 1952) manufacturer of 
boxes, and currently buys over half of its board requirements from West Vir- 
ginia. Converters making paper cups, milk bottles, and all types of food packag- 
ing are important customers. West Virginia’s byproduct chemical operation con- 
tributed $7 million to sales last year. 

The company supplies all its own pulp and sells a small amount. The pulp 
mills are adjacent to the paper and board mills with resultant cost advantages. 
West Virginia owns around 800,000 acres of timber but purchases over 90 
percent of its wood requirements. Management does not intend to invest large 
amounts of money in timber, feeling that areas around the company mills pro- 
vide a satisfactory supply. 

Following World War II, West Virginia undertook an extensive program of 
plant modernization, lowering of costs, and raising quality. The company con- 
centrated on this phase of the program rather than on new plant and paper 
machines. Last year several integral changes were made in the white paper 
and board operations looking toward lower costs or higher return per ton of 
products. Between 1951 and 1955, about $78.3 million was spent, compared to 
a net property and plant account of $100.5 million currently. Six major plants 
are operated by West Virginia, while Hinde & Dauch has 13 converting plants. 
The company plans to spend about $125 million in the next 5 years on capital 
expenditures. In addition to normal speedups, this includes a $20 million 
machine to make 395 tons a day of lightweight kraft paper, which will be in- 
stalled by mid-1957. Also, a new coated-paper machine and an uncoated paper 
machine will be installed at Luke, Md., which will double present capacity 
there. The first machine should be available by mid-1959. The company ex- 
pects to finance this $125 million from depreciation and earnings retained after 
the conservative dividend payout and the $20 million cash allocated for this 
purpose. The last financing was $20 million of debentures in 1951. 

West Virginia’s sales and earnings rose rapidly between 1946 and 1947 and 
stabilized somewhat in 1948. In the 1949 recession, sales declined moderately 
as did earnings, though pretax profit margins were 18.7 percent. This demon- 
strates a peculiarity of the company’s postwar record which is not typical. 
Sales grew more slowly than those of other companies (no mergers until 1953) 
since the company concentrated on lowering costs rather than on gross expan- 
sion. Conversely, profit margins have been among the best in the industry 
every year. West Virginia followed the industry pattern through the Korean 
conflict and up until 1954, when Hinde & Dauch figures were included. Hinde & 
Dauch’s margins are not as high as West Virginia’s and will lower the combined 
figures. Dividends have averaged 40 to 45 percent of earnings, which is slightly 
below the industry average. 

The price-times-earnings ratio has gone steadily higher since 1947, while the 
yield fluctuated considerably before declining in recent years as the stock rose. 
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Mr. Hartung. Mr. Chairman, I would just like to make a few addi- 


tional remarks. 


These people that are excluded under the Fair Labor 


Standards Act also have no standing or seem to eet no protection what- 
soever under the present Taft-Hartley Act or National Labor Rela- 
tions Act because of the nature of the contrac ting, the subcontracting, 
even though we tried to organize them in the smaller units, there is 
always a question of who is the ownership of the operation. 

If we file in the name of a company that they have to deliver their 
commodities to, the board generally throws out our petition because 
they are subcontractors. 
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Then if we file under the small 5-man committee, then the Board 
has used the criteria of $100,000 a year. If they don’t ‘produce $100,000 
a year, they throw them out again before the Board. Then if we do 
organize a group of these smaller contractors and we try to group 
them together, and bargain with the big company for instance like 
Masonite, they handle a lot of small corporations. We have the big 
Masonite Corp. under contract in Mississippi. 

There will be a main contractor. He contracts out the cutting of 
the pulpwood, nish 5 or 6 people working. If we organize them 
and get 2 of those people together to bargain with the Masonite Corp. 
for a decent price for the pulpwood, we run into the Sherman Anti- 
trust Act because of the fisher ‘man case because it says that these little 
people can control and set prices, so we are not only deprived under 
the Fair Labor Standards Act, we have no relief under the National 
Labor Relations Board and if we get more than 2 of them together or 
even get 2 together, we are running afoul of the Sherman Antitrust 
Act. “If there is ever a group of people who are working for rich 
companies being kicked around, it is these people. 

Because this provision has been put in the act, as my testimony shows 
I didn’t elaborate too much on it, it is very easy to break up the entire 
logging units into 12 men or less. 

Because you can run what they call a one-sided logging camp even 
on the west coast where you can have your fallers, and buckers, and 
rigging people and break them down into 12 people units. Out there 
we have been able to organize. 

There are sections in the country and where you have the so-called 
anti-right-to-work bills, right to scab bills really, it is pretty hard to 
organize these little groups. They are a threat certainly to the high 
paying areas and I don’t think this country could survive by pulling 
the top wages down to the lower ones. 

I think if we all went down to what the workers in the South are 
getting out on the west coast and all over the country, you probably 
would all be running for your banks and wondering where you are 
going to borrow your money. 

It is a very serious situation and there is no need for it. 

As these exhibits will show, the profits of all these companies are 
good and all of that wood must go to either paper, plupwood is no good 
for wood. It is the kind of wood that does not even burn good. They 
don’t cut it unless it is designed to go into a paper mill or hard board 
plant. 

Senator Morse. Mr. Hartung, I am glad to have this testimony in 
the record. It is characteristic of you in your past testimony. It isa 
further indication of the very sound principles you stand on in exten- 
ing leadership to your union. 

I can assure you that the committee will give very careful considera- 
tion to the material you put in this record. 

The subcommittee will stand in recess until 2:30 at which time 
we will hear as our first witness for the afternoon session, Mr. Leon 
B. Schachter, vice president of the Amalgamated Meat Cutters and 
Butcher Workmen of North America. 

(Whereupon, at 12:45 p. m. a recess was taken until 2:30 p. m 
of the same day.) 
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AFTERNOON SESSION 


Senator Morse. The hearing will come to order. 

The first witness this afternoon will be Leon B. Schachter, vice 
president, Amalgamated Meat Cutters and Butcher Workmen of 
North America. 

I want Mr. Schachter to know I consider myself particularly 
peeeeged to be presiding at a committee hearing when he testifies 

efore us because I am very familiar with the work he has done in 
behalf of not only his union but legitimate causes of labor generally 
in this country. 

And before he testifies I want to say this word of commendation 
about his record. 

Now, Mr. Schachter, vou have with you a couple of other associates, 

Mr. Scuacuter. Yes, I do. 

Senator Morse. Introduce them for the record. 

Mr. Scnacuter. Mr. Chairman, I would like to introduce our in- 
ternational representative, Mr. Tyler, one of our shop stewards, Mr. 
Bowman, and out staff member of our Washington office, Mr. Mayer. 

Senator Morse. You may proceed in your own way. We are de- 
lighted to have your associates with us. 


STATEMENT OF LEON B. SCHACHTER, VICE PRESIDENT AND DI- 
RECTOR OF THE WASHINGTON OFFICE, AMALGAMATED MEAT 


CUTTERS AND BUTCHER WORKMEN OF NORTH AMERICA, 
AFL-CIO 


Mr. Scuacuter. Mr. Chairman, I am going to submit a statement 
for Ear] W. Jimerson, and Secretary-Treasurer Gorman. 

My name is Leon B. Schachter, and I am a vice president and the 
director of the Washington office of the Amalgamated Meat Cutters 
and Butcher Workmen of North America, AFL-CIO. 

The AMCBW is a labor union of 325,000 members organized in 
more than 500 local unions throughout the United States and Canada. 

The AMCBW and its locals have contracts with thousands of em- 
ployers in the meat, retail, poultry, egg, canning, leather, fish proces- 
sing and fur industries. 

On behalf of the two executive officers of our union, President Ear] 
W. Jimerson and Secretary-Treasurer Patrick E. Gorman, I should 
like to submit to this committee a detailed statement concerning the 
need for extended Fair Labor Standards Act coverage, in accordance 
with S. 1267 and S. 1273. 

This statement calls special attention to the food industries because 
this is the area of our union’s special knowledge. 

Senator Morsr. The statement referred to by Mr. Schachter will be 
received in the record and will be printed in the record following Mr. 
Schachter’s testimony. 

Mr. Scwacurer. In the unorganized sectors of some of the food 
industries, we find the lowest wages and worst working conditions in 
the American economy. 

The whole or partial exemptions from provisions of the Fair Labor 
Standards Act for these industries play no little part in bringing about 
this sorry fact. 
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Some witnesses before this,committee have attempted to justify 
substandard wages by claiming the food industries are dominated by 
“small business, “purely local in character.” 

The economic facts and figures of the enclosed statement will show 
otherwise. Other witnesses have alleged that the exploitation of 
human beings is necessary because these industries cannot afford to 
pay $1 a hour wage and provide a 40-hour workweek. Our union’s 
data will prove those statements untrue also. 

In fact, the statement by President Jimerson and Secretary-Treas- 
urer Gorman shows that many of the firms in the various exempted 
food industries not only can meet these standards, but are now meet- 
ing much higher ones. 

These firms are under contract to our union. Some of the labor- 
management agreements in some of the exempted industries call for 
wages up to nearly three times as much as the minimum wage. 

The statement also discusses in some detail the recommendations 
made to this committee by Secretary of Labor Mitchell. Quite 
frankly, we are terribly disappointed in the Secretary’s proposals. We 
had expected better. 

In the food industries, the Secretary’s recommendations are little 
more than meaningless. Those workers who would get the dollar 
minimum according to his plan, already earn more. 

Those who need to be raised to a dollar (workers in fish and some 
food processing industries) would be specifically exempt from the 
Secretary’s proposals. 

And the 40-hour workweek which many workers in the food indus- 
tries still need, would be specifically denied them. 

Further, the Secretary’s recommendations would set dangerous new 
precedents, which would make possible the future cutting of coverage. 

The conmittee has before it two reasonable, meaningful measures to 
extend the coverage of the Fair Labor Standards Act. One is for all 
industries, the other emphasizes the problems of the food industries. 

These are S. 1267 and S. 1273, respectively. We urge this commit- 
tee to approve the provisions of these measures. They will benefit 
millions of Americans directly by raising their standar ds of living and 
tens of millions more by pouring new purchasing power into the 
economy. 

I would like to digress a minute from the prepared statement, Mr. 
Chairman, and point out that the people in the retail food industries 
whom the Secretary believes should be covered, by and large are get- 
ting a dollar minimum now. And he, of course, expresses the opinion 
that they ought not to get the 40-hour week coverage. 

On the other hand, where the act does provide the dollar minimum, 
such as canning industries and first processing of agricultural prod- 
ucts, he denies the workers the opportunity of getting the time and a 
half overtime after 40 hours. 

As you know, workers in these industries are exempted from the 
maximum hours provision for 56 hours in 1 week for 14 weeks; and 
they get no overtime at all in an additional 14 weeks. 

Therefore, in the remainder of the time allotted to us, I should like 
to have 2 members of our union tell the committee of their personal 
experiences with 2 food industry exemptions in the Fair Labor Stand- 
ards Act. 
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With your permission, Mr. Chairman and Senators, Melvin Tyler 
will discuss some of the effects of the fish-processing exemption and 
Wiley Bowman will discuss the maximum-hours exemption for sea- 
sonal industries. 

Senator Morse. Thank you, Mr. Schachter. I will be glad to hear 
Mr. Tyler. 


STATEMENT OF MELVIN TYLER, INTERNATIONAL REPRESENTA- 
TIVE, AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN 
OF NORTH AMERICA, AFI-CIO 


Mr. Tyter. Mr. Chairman, my name is Melvin Tyler. I am an 
international representative of the Amalgamated Meat Cutters and 
Butcher Workmen of North America, AFL-CIO. 

Since 1941, I have been concerned with raising the wages and im- 
roving the working conditions of fish-processing workers. I am the 
usiness agent for local 453 in Crisfield, Md., a union of seafood work- 

ers, in addition to being an international representative. 

It is much harder to negotiate good contracts in fish processing than 
in many other industries of our union’s jurisdiction. 

The pitiful wages and poor working conditions of unorganized 
firms, which hide behind the exemption in the Fair Labor Standards 
Act, prevent the enlightened employer from paying decent wages. 
He is in competition with the other firms. 

Let me give you an example: 

In February, I negotiated the first contract with a plant handling 
fish-processing operations for Mrs. Paul’s Kitchen, Inc. in Crisfield, 
Md. 

This is a part of a large firm, which has additional plants in Phila- 
delphia, Pa., and Doylestown, Pa. 

When we organized the plant, employees were earning 75 cents 
per hour. We demanded the dollar minimum wage in the first con- 
tract. 

Management said it could not afford to pay this increase immediately 
because it was in competition with firms paying miserable wages and 
having terrible working conditions. ; 

Frankly, we could not get the immediate dollar an hour. The com- 
pany did agree to the following clause in the contract : 

Should the company’s operations ever be covered by any minimum-wage law, 
the company agrees immediately to put into effect the minimum plus 5 cents per 
hour. 

In other words, there are enlightened employers who know that 
they should pay more, so that their workers can live. They also know 
that the firms in the industry can afford to pay the minimum wage 
as long as everyone has to do it. 

Here are some of the wage rates of other fish-processing firms 
which I am familiar with: 

1. The Ballard Fish & Oyster Co., in Norfolk, Va., employs about 
300 persons. Wage rates for men are $1 an hour. Women who work 
alongside the men earn as little as 60 cents per hour. 

2. The Isaac Fass Fish Co., of Portsmouth, Va., employs 120 persons. 
Men earn $1 an hour; women earn about 78 cents per hour. 
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. The Chesapeake Bay Frosted Food Co., Newport News, Va., 
wile for about 100 men and women range between 70 cents and 90 
cents per hour. 

The Tidewater section of Maryland and Virginia has little other 
industry than the fish and seafood plants. During many weeks of 
the year men and women are out of work or only partially working. 

The pay during some weeks may be as low as $7 and $8 a week. 

Many families work in split shifts. That is, the husband works 
during the day, so that the wife can stay with the children. The wife 
works on the night shift, when the husband can take care of the 
children. 

Most of the workers have from 2 to 5 children. I need not tell that 
these split shifts make for an unsatisfactory family life. 

But the split shifts are necessary. Even with both husband and wife 
working, many of the families cannot keep out of debt. 

For example, in Crisfield, rents range between $35 and $70 a month 
for 3- and 4-room apartments s. The $35 ones do not have bathrooms. 
Many of the families cannot afford them. 

Food prices are about the same as in Washington. Here are some 
examples from Crisfield: Eggs, 55 cents a dozen; roast, 89 cents a 
pound; butter, 79 cents per pound; flour, 1014 cents a pound; sugar, 
10 cents a pound; potatoes, 10 cents a pound; all-meat hot dogs, 55 
cents a pound; bologna, 55 cents a pound. 

You can see from these facts that it is next to impossible for em- 
ployees in parts of the fish processing industry to make even any- 
thing approaching a decent standard of living. They skimp and still 
they ‘annot stay out of debt. 

The way some of the fish processing workers are forced to live is 
a national disgrace. The best immediate way of aising their sub- 
standard economic conditions is to end the fish processing exemption 
of the Fair Labor Standards Act and bring at least the $1 minimum 
wage and 8-hour workday and 40-hour w orkweek to them. I appeal 
to ongress to do this. 

I thank you. 

Senator Morse. That is a very fine statement and I am glad to have 
it in the record. 

All right, the next witness will be Mr. Bowman. 


STATEMENT OF WILEY BOWMAN, STEWARD, LOCAL 56, AMAL- 
GAMATED MEAT CUTTERS AND BUTCHER WORKMEN OF NORTH 
AMERICA, AFL-CIO 


Mr. Bowman. Mr. Chairman and members of the committee, my 
name is Wiley Bowman. I am a steward of Local 56, Amalgamated 
Meat Cutters and Butcher Workmen of North America, AFL-CIO. 

I work as a laborer at Seabrook Farms, a corporation farm in 
Bridgeton, N. J. The farm grows food and then processes it. I work 
in the canning operations on vegetables, like asparagus, peas and 
beets. 

I work on all sorts of jobs, for example, as a cook in the processing 
of beets or as a racker on the packing line. 

I have worked at Seabrook’s for 11 years. I earn $1.27 an hour. 
When I began to work at the farm, I earned 52 cents an hour, but 
our union has raised the w ages through collective bargaining. 
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I am on the union negotiating committee and I know that if other 
employers who compete with Seabrook’s did not pay such miserable 
money, we could have higher pay. 

Because of this competition, we have had to permit Seabrook’s to 
take advantage of the 2 maximum hours exemption in the Fair Labor 
Standards Act. 

For 14 weeks we get no time and one-half at all. For another 14 
weeks we get overtime pay only after 56 hours a week. I figure that I 
work about an average of 65 hours a week in the summer. During the 
beet-processing season, which runs from the first week in July to the 
second week in August, I work 13 hours a day, 7 days a week. At one 
time in 1956 I worked 11 consecutive Sundays. 

It’s hard work, all these hours. But I look forward to it each 
winter because I need the money. I have a large family—a wife and 
six children. The children are between 1 year and 9 years old. 

Because of the children, my wife can’t work. My wife also has 
asthma. The children have had the usual amount of illness for kids, 
During April of last year, all of them caught the measles at the same 
time. 

I try to plan my budget, so that I save money during the summer 
months when I work long hours, to take care of the winter, but it’s 
a losing battle. 

Beginning in 1951, I have been continuously in debt, I owe more 
than $300 now to a finance company for some of my wife’s medical 
bills. I owe nearly $200 more on furniture that we bought. 

Very often, I take out one loan to pay for another one. The finance 
company charges me about 21 percent interest. 

We live in a five-room apartment in Bridgeton, N. J. Our 3 boys 
sleep in one room; our 3 girls in another. We'd like to have a bigger 
and better place, but we just can’t afford it. We pay $25 a month rent 
now. 

I figure that if I got paid time and one-half for the hours of over- 
time I work in the summer, I could make $300 a year more. That 
would be a big help. I would be able to cut down on my debts then. 
It still wouldn’t be easy making a living for my family, but it would 
help. 

I don’t mind working hard. Thirteen hours a day and 7 days a week 
is tough, but I'll work it if necessary. But I think my family ought 
to have a decent living then. We don’t spend money foolishly and 
still we can’t keep out of debt. 

If Congress cut out these exemption periods, I could make more 
money. And if other companies had to pay decent wages, Seabrook’s 
could raise our pay more in the negotiations with our union com- 
mittee. 

I hope you gentlemen will make that possible. 

Thank you. 

Senator Morse. Well, I hope, Mr. Bowman, that every Member of 
the Senate reads the testimony that you and Mr. Tyler put in the 
record, because it ought to bring it pretty close to the problems of 
the very people that we are seeking to help with this kind of legis- 
lation. It is excellent testimony and I am very glad to have it. 

Now, I have already ruled that the statement by Mr. Jimerson and 
Mr. Gorman will be made a part of the record following the testimony 
of Mr. Schachter and Mr. Tyler and Mr. Bowman. 





MINIMUM WAGE PROTECTION 479 


Anything further, gentlemen ? 
Mr. Scuacuter. No. Thank you very much. 


Senator Morse. Thank you very much. We are very glad to have 


you. This testimony doesn’t need to have any questions asked about 
it. 


(The statement by Mr. Jimerson and Mr. Gorman is as follows :) 


STATEMENT BY EARL W. JIMERSON, PRESIDENT, AND Patrick E. GORMAN, SECRE- 


TARY-TREASURER OF THE AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN 
oF Nortu AMerica, AFL-CIO 


Mr. Chairman and members of the committee, our names are Earl W. Jimer- 
son and Patrick E. Gorman. We are the two executive officers, president and 
secretary-treasurer, respectively, of the Amalgamated Meat Cutters and Butcher 
Workmen of North America (AFL-CIO) 

The Amalgamated Meat Cutters and Butcher Workmen is a labor union of 
325,000 members organized in more than 500 local unions throughout the United 
States, in Canada and in Alaska. The Amalgamated Meat Cutters and Butcher 
Workmen and its locals have contracts with thousands of employers in the meat, 
retail, poultry, egg, canning, leather, fish-processing, and fur industries. 

We greatly appreciate the opportunity to present the views of our organization 
on the vitally important legislation you are considering. We have been deeply 
concerned with the coverage of the Fair Labor Standards Act since that law was 
enacted in 1938. Many of the industries under our union’s jurisdiction have un- 
justifiably been made wholly or partially exempt from the provisions of the act. 
The result has been that unorganized workers in these, the food industries, 
suffer from some of the lowest wages and worst working conditions in the 
American economy. 

The Fair Labor Standards Act is specifically aimed, according to the law itself, 
at ending “labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and well-being.” Yet we find 
in the food industries, that it is exactly the men and women who work under 
these conditions the most, who are totally or partially exempted from the benefits 
of the Fair Labor Standards Act. Where some of the greatest need exists, the 
protection is denied. 

This situation must be corrected for both humanitarian and economic reasons. 
It not only creates suffering among the families forced to live on pitifully miser- 
able wages, but is a danger to the entire American economy. Therefore it harms 
all Americans. 

Here we have one of the greatest depressionary elements in our economy. 
Here are literally millions of American families who do not earn enough money 
to provide them a decent standard of living and, therefore, are unable to main- 
tain a purchasing power necessary to keep our economy health. One of the 
causes of the great depression of the 1930’s is with us now. 

In providing a meaningful extension of coverage under the Fair Labor Stand- 
ards Act, this committee and the Congress, therefore, has an excellent opportunity 
to ameliorate one of the possible causes of a future great economic debacle. 
Bringing the basic standard of a $1 minimum wage, an 8-hour workday, and a 
40-hour workweek to millions of Americans will not end this depressionary 
element in our economy, but it will certainly be a help toward easing it. 

The abuses to human life and the Nation’s economic welfare practiced because 
of the exemptions of the Fair Labor Standards Act have been continually alibied 
as necessary in “small, local industries” which cannot afford the munificent 
standards of a $l-an-hour wage and a 40-hour workweek. We do not ask that 
the truly small or family-type operations be brought under the act. But we 
do feel that the excuse rings hollow when larger establishments are involved. 
We shall demonstrate in this testimony that larger establishments in the food 
industries not only can afford the basic standards of the Fair Labor Standards 
Act, but some parts are already operating under wage structures up to 250 
percent higher. 

There is no justification for many of the exemptions under the present Fair 
Labor Standards Act. There is no reason why a fish-processing worker, employed 
by a giant corporation, should today earn 75 cents per hour. There is no reason 
why a retail worker, employed by a chain, should have to work 56 hours a week 
without overtime pay. There is no reason why a cannery worker, employed by 
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a corporation which ships products throughout the United States, should labor 
from sunup to sundown in the summer without any time-and-one-half pay. 

If the act is discriminatory against workers, it is equally so against many 
employers. Why should a businessman who deals honestly and fairly with his 
employees be put at a competitive disadvantage by those operators who pay 
pitiful wages and run their business under miserable working conditions? He 
should not. His fair dealing with his employees should be encouraged instead 
of being punished. 

In short, this committee can right decade-old wrongs. It can bring millions 
of Americans at least partially out of economic misery. It can stem a great 
danger to the American economy. 


A. MEANY TESTIMONY 


Earlier this week, this committee heard an excellent presentation on the need 
for extending the coverage of the Fair Labor Standards Act by George Meany, 
president of the AFL-CIO. We strongly endorse President Meany’s testimony 
and his support of S. 1267. We believe that this measure will correct the in- 
justices now practiced under the exemptions from the Fair Labor Standards Act. 
President Meany has given undeniable proof why this correction is needed. 

Since our union is knowledgeable in certain fields of the food industries, we 
should like to confine our testimony to this area. A measure before this commit- 
tee by Senator McNamara deals specifically with the problems of coverage in these 
industries. 


B. EMPLOYER TESTIMONY 


This committee has previously heard testimony by the United States Chamber 
of Commerce and other employer representatives. These witnesses have gen- 
erally urged that the exemptions in the Fair Labor Standards Act be main- 
tained. They have warned against any increase in coverage whatsoever. 

These men have shed hitter tears for small business. They have alleged that 
the coverage legislation proposed to this committee would wipe out small business. 
They have been horrified by the prospect of runaway inflation, which, they say, 
will come from the raising of wages to $1 an hour and establishing of 40-hour 
workweeks. They have stoutly defended the God-given right of all Americans 
to work for starvation wages and an unlimited number of hours. 

The views of these employer witnesses are unfortunate. One would imagine 
that the needs of complex 20th century society could be met by reasonable, demo- 
cratic 20th century means. Apparently, they do not believe that the Nation 
must, for both humanitarian reasons and in self-interest, guarantee a basic 
standard of living to all of its citizens. It is unfortunate that selfish interests 
so becloud these witnesses’ judgment that they cannot see human needs and 
general national requirements. 

This committee, and probably every committee of Congress, has heard count- 
less sorry tales about the fate of small business and the national economy if one 
or another socially beneficial legislation is enacted. When such tales are af- 
fixed to a particular piece of legislation, they are virtually a badge of honor 
for that measure. These stories of catastrophe are undoubtedly a good sign 
that meaningful extension of coverage of the Fair Labor Standards Act is 
definitely in the public interest. 


C. MITCHELL TESTIMONY 


Another witness before this committee has been Secretary of Labor, James P. 
Mitchell. Although we are delighted that Secretary Mitchell has at long last 
ended the administration’s silence on specific recommendations for coverage 
extension of the Fair Labor Standards Act, we cannot help but feel disappointed 
by the extreme meagerness of his proposals. The administration’s great amount 
of talk about its demand for extended coverage, especially during the election 
campaign of 1956, led us to believe that its proposals would be far more mean- 
ingful. 

We find the recommendations of Secretary Mitchell to provide, at best, only a 
legalistic extension of coverage. For although it would bring an estimated 
2,500,000 more workers under the legal framework of part of the act, it would 
bring actual benefits to perhaps one-tenth that number. 

In the food industries, it would help perhaps a few thousand workers. Gen- 
erally, employees in retail food stores already earn a dollar or more per hour. 
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Their need is to be covered under the maximum hour provisions of the act, but 
Secretary Mitchell’s proposals would not provide this. 

He would not include under any part of the Fair Labor Standards Act the 
exempted fish processing industries. His proposals would not alter the area of 
production exemption, thus leaving other food processing industries exempt. 
His recommendations would not change the maximum hour exemptions in can- 
ning and first processing of agricultural products. 

In short, the Secretary’s recommendations provide the minimum wage for 
workers who already earn more and specifically leave out the men and women 
who do need to be raised to the dollar hourly rate. As for workers who desper- 
ately need the benefit of the maximum hours provisions of the act, they would 
still continue to need them under Secretary Mitchell’s recommendations. 

Perhaps even worse than failing to help the people who need the benefits of 
the act, the Mitchell proposals would set dangerous precedents which could at a 
later date be used to cut coverage. The Secretray recommends, for example, 
that the number of employees be made one of the determinants of whether an 
establishment is large enough for coverage. We suggest that this is a dangerous 
determinant. The number of employees needed differs from one industry and 
from one firm to another. It is often little indication of size. This will become 
increasingly more so in the next few days when automation will go into wide- 
spread use. 

Also, the amount of total annual value of incoming merchandise, materials 
or supplies moving directly across State lines is a dangerous determinant. It 
is an invitation to larger firms to avoid minimum labor standards by simply 
changing their purchasing procedures. Under this proposal, it would be pos- 
sible for firms in certain States having a gross annual income of many millions 
of dollars to be exempt from the provisions of the act. 

Finally, the suggestion of the Secretary that the new coverage—what there is 
of it—be applied only to the minimum wage provisions of the law, rather than 
the minimum wage and maximum hours section, is a dangerous watering down 
of the act. We havea great deal of experience of the harm the maximum hour 
exemptions, already in the act, do. As we shall show later in this testimony, 
they badly cut the wages of canning and first processing workers. This type 
of partial exemption should be dropped from the act, instead of increasing 
its scope. 

It is surprising that in the year 1957 when a great movement is underway 
to cut the workweek below the 40-hour level, the Secretary of Labor should 
suggest that millions of workers should be brought under the Fair Labor 
Standards Act, but not under its maximum hour provisions. When one adds to 
this consideration, the possible effect of automation on employment, the maxi- 
mum hours recommendations of the Secretary appear even more unsatisfactory 
for the Nation’s needs. 

We also note that Secretary Mitchell believes the act’s present language con- 
cerning interstate commerce should be left untouched. That is, only industries 
“engaged in commerce or in the production for commerce” should be covered. 
We must respectfully disagree with the Secretary on this point also. By 
adding the industries “affecting commerce’, as provided in S. 1267 and S. 1273, 
millions more workers could be benefited by the Fair Labor Standards Act. 

The extension of the commerce clause of the Constitution to the industries 
“affecting commerce” is not new in labor legislation. It would set no precedent— 
and especially not a dangerous one. In the later parts of this testimony, we 
shall show the meagerness of State minimum wage laws in most of the food 
industries and their ineffectiveness even in most of the States which do have 
them. In view of this inability of most of the States to guarantee basic wage 
standards to their citizens, we suggest that ali steps, not in conflict with the 
provisions of the United States Constitution, be taken to make available the 
protection of the Federal Fair Labor Standards Act to workers. Adding the 
language “affecting commerce” to the appropriate sections of the act is a 
reasonable way of achieving this end. 

We should now like to discuss some economic factors concerning the ex- 
empted food industries, Mr. Chairman, in order to demonstrate the need and 
feasibility of extending the coverage of the Fair Labor Standards Act in these 
areas, as provided in S. 1267 and 8. 1275. 
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D. RETAIL FOOD INDUSTRY 


Close to 150,000 of our members are employed in retail food stores. Almost 
everywhere, their wages and their working hours lack any effective Government 
practice. Only in the States of New York and New Jersey has recent legislation 
established even the $1 an hour minimum wage for this large group of workers, 
who are denied coverage by the Fair Labor Standards Act. 

Our union has presented testimony in earlier hearings on Fair Labor Standards 
Act coverage to establish that the major corporations of the retail food industry 
fit no “small business” stereotype. They have little relationship to the tradi- 
tional corner grocery store; they are by no means “Momma and Poppa” enter- 
prises. 

In 1955, for instance, three retail food corporations, A. & P., Kroger, and 
Safeway, rang up a sales total amounting to $7.5 billion or 17.1 percent of all 
sales by food stores. 


Sales of all food stores compared with sales of 3 and 8 food chainstore corporations 








(a) (b) (c) 

Year Percent that | Percent that 
All food Three Eight | (b) is of (a) | (©) is of (a) 

stores chains ! chains? | 
ee a 

1 

Millions Millions Millions | 
nest ole ei ein ccd $43, 637 $7, 456 $9, 954 | 17.1 | 22.8 
ial Bat oe eeee BEE a cia 41, 640 7, 128 9, 430 7.1 | 22.6 
er ee ol Se 40, 776 6, 969 9, 068 17.1 22,2 
ea erce ose kes TAF uate aE Re 39, 71 6, 083 7, 903 15.3 19.9 
Is eater ks eek ak ke eeio scat 37, 632 5, 632 7, 250 | 15.0 | 19.3 
a ti ccuiacitle 36, 936 4, 976 6, 405 13.5 | 17.3 
i etitiiiateeAdtaesrdinbewtneie 10, 728 1,648 | 2,024 | 15.4 | 18.9 
WU ete ne ake teeth docu 10, 156 | 1, 508 1, 860 14.8 18.3 





1A. & P., Kroger, and Safeway. 
2A. & P., Kroger, Safeway, American Stores, First National, Food Fair, Jewel, and National Tea. 


Sources: Sales in all food stores from regular series of U. 8. Department of Commerce. Chainstore sajes 
are as reported in Moody’s Industrial Manual. 


With the rise of supermarkets the trend has been for the concentration of 
sales among fewer and fewer stores. And every year volume of sales per 
store has tended to increase along with acres of floor space and thousands of 
square feet given over to chrome plated service cases. 

In 1955 it has been estimated that 24,700 supermarkets accounted for almost 
60 percent of national grocery store sales. Out of this total, 12,300 supermarkets 
“independently” owned accounted for about $10.9 billions of sales and 12,400 
chain-owned supers accounted for about $12.6 billions of sales. Thus, sales per 
store average close to $1,000,000 annually. (Source: Armour Petition for Modi- 
fication of Consent Decree, p. 12.) 

The 1954 Census of Business reports that 42.7 percent of all retail food sales 
were handled by stores with annual sales volumes of more than $500,000; 28.1 
percent with sales above $1,000,000 annually, and 10.7 percent with sales above 
$2,000,000. (The latter is the only sector of the industry which would be cer- 
tainly covered under the proposals of Secretary of Labor Mitchell.) It is 
also interesting that if stores with sales of $500,000 or more were covered by 
this act, only 3.9 percent of all retail food stores would be covered; 1.7 percent 
would be covered at the $1,000,000 or more level, and only 0.42 percent at the 
$2,000,000 or more criteria—that apparently proposed by Secretary Mitchell. 
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Percent of total sales handled, and percent of total establishments by sales size 
(food stores—U. 8.)* 














Percent of total sales Percent of establish- 
ments 
| Cumula- Cumula- 
| Percent tive Percent tive 
j percent percent 
With annual sales of: 

I ns cee cioeneuinanwcediooes 10.7 | 10.7 0. 42 0. 42 
$1,000,000 to $1,999,000 Sadeba ——_ - 17.4 28. 1 1.3 1.72 
$500,000 to $999,000... ea 14.6 42.7 | 2.2 3.92 
$300,000 to $490,000.........---.-.....-.-.---..-.. 8.7 | 51.4 | 2.4 6. 32 
$100,000 to $299,000_ __ _- nasal i deme s Se 21.2 73.6 13.8 20. 12 
$50,000 to $99,000__.___- ee eer 13. 6 | 87.2 20.3 40. 42 
Less than $50,000.............. = ‘| 12.8 100. 0 59. 58 100. 00 





1 For establishments operating the entire year. 


Source: Census of Business—1954, Retail Trade Sales Size, Bulletin R-2-2, p. 2-2. 


1. Current industry standards 


Average hourly earnings of workers employed in food stores are currently 
running at $1.71. Average weekly earnings for a work week of 36.5 hours are 
$62.42. 

Contracts in the files of our Research Department covering 123,000 workers 
in retail grocery and meat sales show nowhere—North, South, East or West— 
any wage of less than $1 an hour. These contracts cover not only the larger 
supermarkets employing between 30 and 100 workers, but the smaller stores, as 
well, with 1, 2, and 3 employees. The vast majority of retail food stores have 
already demonstrated that the $1 an hour minimum presents no economic prob- 
lem whatsoever. 

In spite of the competition of unorganized stores in a few sections of the 
country who pay a few rates under $1 an hour, the overwhelming bulk of the 
industry is already operating at minimum rates well above the $1 an hour con- 
tained in the Fair Labor Standards Act. 

Over the industry, also, the trend has been moving rapidly toward the 40-hour 
week, even without any support or protection from Government. In 1951, 78.9 
percent of our contracts in retail-food stores called for 45 hours or more and 
only 8.9 percent provided for 40 hours. 

At present, 22.2 percent provide for 45 hours or more and 51.9 percent now 
include 40 hour provisions. During the term of the current contracts, 40 hours 
will prevail in 67.1 percent of these contracts covering 88.7 percent of the Amal- 
gamated’s retail membership of 123,307. 


Percentage of retail contracts in force listed by number of hours negotiated by 
Amalgamated Meat Cutters Local Unions 











[Percent] 
4 a 2 = = — - : 

Number of hours | 1951 1952 | 1952 1954 1955 | 195? 
ee ery eee trre area preeese 0 . FE Pee eee ee = 
“0 hours beds + 8.9 | 11.0 17.6 | 32.6 31.1 151.9 
41 to 4442 hours. -_..------ . 6.8 8.7 20.3 23.7 24.5 
pane mere...........- anal 78.9 | 80. 6 73.7 | 46.5 43.1 22.2 

' | 














1 Before expiration 67.1 percent of these contracts will provide for a 40-hour week. 


Source: Retail contract files in Amalgamated Meat Cutters International Office. 
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Number and percentage of employees presently covered by retail contracts 


Work week now Employees Percent of 
total 


40 hours. 

41 hours 

42 and 4244 hours. 
43 hours. ile 

44 and 44% hours 
45 hours--__._- 

48 hours - 


Total 


Source: Retail contracts on file in Amalgamated International Office. 


If the majority of the retail food industry operating in big cities and small 
towns, in large stores and small—East, West, North, and South—can operate 
without economic difficulty on a 40-hour week under collective-bargaining agree- 
ments, there is and can be no valid economic reason why such a 40-hour week 
may not be made universal for larger establishments by law. There can be no 
question about the economic feasibility of wage-and-hour standards which have 
been already established in the overwhelming bulk of the industry’s units. The 
failure to establish such standards can serve only to protect an economic advan- 
tage held by a constantly diminishing minority of the industry. Only the least 
scrupulous proprietors could feel any impact whatsoever from full Fair Labor 
Standards Act coverage. 


2. Ability to pay 


The profit level of the larger stores and chains of the retail trade indicates 
that the minimal adjustment called for by the application of full FLSA coverage 
to such enterprises should have no appreciable effect on price levels of food at 
wholesale or at retail. Over and above this, there is the very rapidly rising 
productivity of workers in modern streamlined supermarkets. 

Some of this is suggested clearly by census data. In 1939, for example, among 
grocery stores with sales above the $500,000 a year level, payrolls amounted to 
8.3 cents for every dollar of sales. In 1947 payrolls amounted to 6.8 cents on the 
sales dollar, and in 1954 to 7.1 cents. 

A report on sales per supermarket employee indicates that annual sales per 
full-time supermarket employee in 1955 amounted to more than $36,000. (Super 
Market Merchandising, February 1956, p. 38). In 1948 information from the 
same authoritative trade publication indicates that sales per employee was 
$25,400 annually and $25,800 in 1949. This is a $10,000 increase in annual sales 
per full-time worker employed in supermarkets * * * for an increase of more 
than 41 percent in a 6-year period. In this there is ample indication that appli- 
eation of full FLSA coverage could easily be combined with a continuing reduc- 
tion in both unit labor costs and labor costs per sales dollar in the supermarkets 
of the Nation. 

The 1954 census of retail trade shows no substantial difference in labor cost 
relative to sales size or to employment size of stores. 
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Sales per dollar of payroll and payroll per dollar of sales, by sales size and 
employment size, 1954 (food stores)* 











| Salesper | Payroll per 
payroll dollar | dollar sales 
With annual sales of: | 
$5,000,000 and over_....__._-- Z : $13. 04 $0. 077 
$2,000,000 to $4,999,000 - - . ; : ; 14. 08 .071 
$1,000,000 to $1,999,000- _-__. oe : ‘ 13. 77 . 073 
$500,000 to $009,000__..____- ‘ : 13. 66 .073 
$300,000 to $499,000__.....-....--.. sity “ : ‘ 13. 35 | 075 
$100,000 to $299,000 nant ee 14. 56 | - 069 
With Nov. 15 employment of: | 
No paid employees- ania : : 139. 12 | . 0072 
1 paid employee. : ia : ' 22. 88 . 044 
2 paid employees. -_.------ eee oe ; cos 18.10 | . 055 
3 paid employees. - : : ‘ ; 15. 16 | . 066 
4 or 5 paid employees_.-_-_----- jouee : f 13. 38 - 075 
6 or 7 paid employees. -- 5 12.31 | . 081 
8 or 9 paid employees : 11. 65 . 086 
10 to 14 paid employees-. -_- eee 11. 96 . 084 
15 to 19 paid employees-- : 12. 67 . 079 
20 to 49 paid employees._--- ‘ i ouite 13. 55 | . 074 
50 to 99 paid employees ‘ 13.18 . 076 
100 or more paid employees 11. 26 | . 089 





1 For establishments operating the entire year. 


Source: Census of Business: 1954, Retail Trade, Employment Size, bul]. R-2-3, U. 8. Department of 
Commerce, and Census of Business: 1954, Retail Trade, Sales Size, bull. R-2-2, p. 2-2. 


In economic terms stores with sales of $500,000 to $999,000 face no appreciably 
heavier labor cost than larger competitors; in fact the payroll costs per dollar 
of sales of the former group are lower than either the $1 million to $1,999,000 
group or the $2 million to $4,999,000 group. There is, therefore, no special eco- 
nomic vulnerability among medium-size stores which can justify or excuse their 
exemption from provisions of the Fair Labor Standards Act. 

Such an exclusion could serve only to nullify for practical purpose any real 
effect of purported extension of Fair Labor Standards Act coverage. It is true 
that stores of major chains—which to our knowledge employ no worker at less 
than $1 an hour—would be brought under the $1 an hour minimum proposed by 
the Secretary of Labor. But the great bulk of the independent supermarkets 
would remain exempt from coverage. And it is among these supermarkets that 
the most rapid expansion has been taking place in recent years. In the last 3 
years, independent supermarkets more than doubled their sales, increasing $5.75 
billions, while sales of chain supermarkets increased a more modest 37 percent 
(Armour, op. cit. p. 12). 

Such establishment would be largely excluded from coverage by the Secretary 
of Labor’s proposal. In 1954 only 10.7 percent of the food sales came from food 
stores with sales volume above the $2 million a year level. (These constitute 
only 0.42 percent of all retail food stores.) Extension of coverage to stores 
with sales at retail amounting to $500,000 a year or more would reach the 3.9 
percent of stores who reported 42.7 percent of 1954’s retail food sales. 

Retail stores at this level of volume are fully capable of absorbing increased 
labor cost without increasing consumer prices or reducing prices paid at whole- 
sale. Listed below is the record of profit made after taxes for 20 food chains 
in the years 1952, 1953, 1954, and 1955, whose net sales in 1955 totaled $11.5 
billions or 26.4 percent of the industry’s total. These sales were recorded in 


12,083 food stores which was only 3.3 percent of the total for the whole United 
States. 
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Income after tawes for 20 large food chains, 1952-55 
{In thousands of dollars] 


1952 | 1958 | 1954 1955 









Par cddaisaatie cin eae sadaactee anes saat $29, 218 | $30, 396 | $32, 233 $35, 375 
American Stores_........-.-.--------- et ae 5, 084 7, 468 7,015 8, 335 
Big Bear Stores (Ohio) -_____- ie 455 | 557 | 780 | TRS 
Bohack, H. C ._. al lai ea 1, 412 1, 505 | 1,731 | 2, 184 
Colonial Stores - aie slat -| 2, 302 2, 624 | 3, 356 | 5, 459 
First National Stores...._................-.- aac oe 6, 742 | 6, 831 | 7, 969 | 8, 071 
Fisher Bros___- a se | 894 | 1, 133 | 988 910 
Fitzsimmons Stores_- . Z : 507 | 575 | 616 | 1, 260 
Food Fair Stores_-_-_- ss 4, 536 | 5, 800 | 7, 737 | 8, 500 
Grand Union-_----- . 7 ue 1, 726 2, 328 | 2, 872 | 3, 584 
Jewel Tea._____- tua 3, 159 | 3, 373 4,113 | 4, 736 
Kroger. . a ‘ 12, 110 12, 529 14, 913 | 14, 368 
Loblaw, Inc......- a6 - wis | 1, 433 | 1,717 2, 392 | 2, 752 
Lucky Stores-_-_-.--.--- : “i 602 607 | 682 7380 
Market Basket. ____- % 509 | 614 962 | 1, 250 
Mayfair Markets- -_- : 202 | 301 | 503 | 624 
National Tea_-____- 3, 718 4,898 | 6, 519 | 7, 237 
Red Owl Stores_______- aaa . ae 680 | 984 | 1, 220 
Safeway Stores -- an ‘s 2 75: 14, 545 13, ¥s4 | i3, 622 
Thorofare Markets -_. cag 471 | 855 | 1, 442 

ON nicks is é 6 &3, 004 98, 953 111, 204 122, 494 
Index number (1952=100)..______- 4 ae 100 | 119.1 133. 9 147.5 





Between 1952 and 1955, profits after taxes increased for these operators by an 
average of 47.5 percent. Profits as a return on net worth for these stores in 1955 
averaged a solid 13.3 percent. Even if the effect of rising labor productivity, 
which constantly reduces real labor cost at retail, were entirely discounted, 
it is obvious from these figures that higher costs for human labor could be met 
without cutting profits below a handsomely remunerative level. 

Evidence cited above suggests that profit levels in independent supermarkets 
have been even more substantial. 

Would such a development have an inflationary effect? Could the transfer 
of a certain buying power from the earned surplus and dividend accounts of 
corporations to the family budgets of thousands of workers have a damaging 
effect on the Nation’s economy? 

It is our deep conviction that such a development is called for not only by 
the human need for the amelioration of poverty, but by the economy’s need to 
shore up basic purchasing power at the points where it is weakest. Such dis- 
persion of purchasing power where it would flow most directly to the purchase 
of necessities of life—toward the improvement of health, security, and strength 
of thousands of working families—well serves to safeguard the Nation against 
the twin dangers of inflation and of deflation. It would provide purchasing 
power which is real and is not a proliferation of installment debts. It could help 
accelerate purchasing power to match the rapidly increasing productive power 
of the Nation’s expanding economy. 


4. Coverage needed 


How urgent this need may be in human terms is suggested by comparison 
of the common labor rates at retail for various cities with the very skimpy BLS 
budget which prices the bare minimum of a decent existence on a city by city 
basis: 














| | Average 
City workers’} wages for 
City | budget, janitors in Weekly 

| February retail stores, | 

| 19561 BLS 1955-56 

| Survey 

aa aa acne ancl ieee aaa taniacdaealeaial icc aa tidal 

| | 
Atianta.......-. arise : | $83 | $0. 87 $34. 80 
EI as cnc eh amenn | 87 | 1. 62 64. 80 
Minneapolis - - meas kere’ ‘ 85 | 1.31 52. 40 
cin cmasnsn anes ; : | 83 | 1. 38 55. 20 
wt!) sie eats eat ax wad 80 1.31 | 52. 40 
ili Eon ccnmidcebeeecivkenaeknsteuneasecaes “al 84 | 1. 24 49. 60 





1 City workers’ family budget, calculated by using Consumer Price Index to extend city workers’ 
family budget from October 1951 when it was discontinued by BLS. 
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In Atlanta the common labor rate was $48.20 below the level of decency. In 
San Francisco, the highest earning level of $64.80 was more than $22 a week 
below that minimum level. 

It is interesting to note also that living costs in the southern city of Atlanta 
were exactly equal to the high wage city of Portland, Oreg., and $3 a week above 


the level of New York City—where a State minimum wage of $1 an hour has 
just been made effective. 


5. State legislation inadequate 


For many years those who have opposed extension of minimum wage coverage 
have invariably pointed to the retail business as purely local in nature. Above 
we have attempted to prove quite vividly that the vast majority or retail business 
is now in the hands of big business enterprises, and that it has been for some 
time. 

At present most of the retail businesses in 24 States of this Nation are covered 
by State minimum wage laws or State minimum wage orders. In the other 24 
States retail business establishments are not covered by any type of minimum 
wage law or minimum wage order. The sky there is the only limit. Included in 
this group are Florida, Georgia, Maine, Maryland, Michigan, Mississippi, Mis- 
souri, Nebraska, Ohio, Oklahoma, Pennsylvania, South Carolina, Tennessee, 
Texas, Vermont, Virginia, and West Virginia. 

Twenty-our of the States do provide for minimum wage coverage in the 
retail industry. In the main these States have set their minimum wage levels 
far below what is considered a minimum standard of living by the vast majority 
of thinking Americans. Most of these laws are antiquated and so unrealistic 
that the real wage level in the retail trade tends to be above the pitiful mini- 
mums. Only New York and New Jersey have raised their minimum standards 
to the $1 an hour enacted by Congress in 1955. At that time this figure was 
considered only a bare subsistence minimum. 

Another group of States now provides minimums comparable to those under 
the Federal law which was passed in the year 1949. These are Massachusetts 
with a minimum of 80 cents; Washington, D. C., 75 to 80 cents; California, 75 
cents; Connecticut, 75 cents; Wyoming, 75 cents; New Mexico, 75 cents; Idaho, 
75 cents; and Nevada, 75 to 8714 cents. The balance of the State laws continue 
to provide for minimum retail wage scales which are even below those dating 
back 8 years. 

Minnesota’s law provides for a minimum of 70 to 85 cents; Oregon, 70 cents; 
Colorado, 60 to 80 cents; Kentucky, 60 to 75 cents; Utah, 66 to 80 cents; 
Washington, 65 cents; South Dakota, 65 cents; Rhode Island, 6314 to 70 cents; 
and Wisconsin, 50 to 70 cents. These rates are unbelievable enough, but there 
are several States that have laws that call for a rate which is even lower. New 
Hampshire calls for 60 cents, Illinois and Arizona provide for a 55-cent mini- 
mum, and Arkansas calls for a minimum scale for its workers in the retail trade 
who have been employed by the firm for more than 6 months of $1.25 for an 8- 
hour day—a rate of 15% cents an hour. 

The rates quoted above are the minimum provided for experienced workers; in 
most cases, the State laws prescribe even lower rates for those who are con- 
sidered learners, apprentices, or inexperienced workers. Some examples of 
these are the following: In North Dakota the rate is 48% cents an hour; in 
Illinois, 45 cents for the first 3 months; in New Hampshire, 45 cents for the first 
6 months; and in the State of Arkansas an inexperienced employee for the 
first 6 months receives the rate of $1 a day, which equals 12% cents an hour. 

Certainly the foregoing analysis of State minimum wage laws proves the 
futility of leaving this area of our economy in the hands of the State legislators. 
The record shows too many of them blind to the needs of American workers. 
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State minimum wage laws 





State 
Arizona...._-.-- 
Arkansas_. 


California 
Colorado-_.. 


Connecticut - 
Delaware _- 
Washington, D. C../ 


Florida__-_- 
Georgia 
Idaho 


Illinois___- 
TIowa___. 


Experienced workers 


55 cents part time, $26.40 per | 


week. 


| $1.25 per day 


75 cents per hour 


and over; 60 cents, less than 


5,000. 


| 75 cents per hour--_--- 


No law_.-- 

$30 full time (36-40 hours), 85 
cents part time (less than 36 
hours). 


| No law 


-do_. 
75 cents per hour 


55 cents per hour !_- 
No law 


Inexperienced, apprentices, 
learners 


$24, 
months. 


$1 per day, Ist 6 months___._.._- 


60 cents per hour, 
hours. 


60 cents per hour, 1st 1,000 hours.| 
| No law..-. 


No law....- 
.do.. 
| Learners and apprentices less 
under license. 
| 45 cents, Ist 3 months- .. - 
OS Eee Ha 


| 


1st 200 hours.__| 
| 80 cents, big cities; 70 cents, 5,000 | 80 percent of above rate, Ist 192 


Hours befo 
overtime rit 
paid 


lst 6 months; $25.20, 2d 6 | ¢ 


8 hours, 6 days 
48. 
8 and 48. 
Do. 


-do.- 
50 cents, Ist 48 hours, over 20,000; | 
45 cents, Ist 48 hours, 4,000 to | 


a. ia teaat aie ain : md 
| 75 cents, cities of over 20,000; 
67.5 cents, 4,000 to 20,000; 60 | 
cents, under 4,000. 


Kansas - 
Kentucky 


Louisiana --- ei 
Wintec 
Maryland 

Massachusetts 


Minnesota....-...-- | 


Mississippi 
Missouri 

Montana. -- 
Nebraska a 
Nevada.......-...-- 


New Hampshire 
New Jersey- 
New York ?_. 


North Carolina 
North Dakota-.- 
Ohio_- ie 
Oklahoma... -.._- 
Oregon. ---. 





Pennsylvania 
Rhode Island__-__--_- 


South Carolina -- 
South Dakota---_- 
Tennessee 

Texas <ainie 


Vermont.-_.. 
Virginia______- \ 
Washington__-_._- 
West Virginia 
Wisconsin -.-- 





Wyoming 


No law.- 


1 see. 


-do_- 
80 cents per hour. 
No law-___-. 
85 cents, cities of over 25,000; 75 
cents, 2,500 to 25,000; 70 cents, 
under 2,500. 


NOM kbs <c., 


20,000; 40 cents, Ist 48 hours, | 


under 4,000. 
| No law 
err TS 
.do_. 


70 cents, ist 500 hours, over 
25,000; 65 cents, 1st 500 hours, 
2,500 to 25,000; 60 cents, Ist I 

| _ hours, under 2,200. 

| No law 2 

alas 


eer 


$36 per week; under 18 (75 cents 
per hour). 

$42 per week; over 18 (8744 cents 
per hour). 

MS. cadstcncin<ss 

$1_. 

$1 per hour, 10,000 up; 90 cents 
per hour, under 10,000. 


No Jaw-.-..-.. 
$31.20 per week ___. 
No law. nd 

pA ncwst _ 
70 cents per hour__- 
No law 


$28, 36 to 44 hours (70 cents per | $26, 36 to 44 hours (65 cents per | 


hour part time). 


| No law 


.do a 


ee 


oe 

80 cents per hour, 
and Ogden. 

77 cents per hour, Logan, Provo, 
and Murry. 

74 cents per hour, over 2, a 

66 cents _ hour, under 2,5( 

No law-- 

De cre 

65 cents per hour--__- 

No law. j 

70 cents, over 3,500; 60 cents, 
1,000 to 3,500; 50 cents, under 
1,000. 

75 cents... 


-|- 


Storia Lake’ | 


..| No law 


eo :s...i 
| $30 per week; under 18 


| $32 per week; over 18__- 


| 45 cents per hour, 1,040 hours-__- 
a | 85 cents per hour,” 


180 days 


| $23. 25 per week 
| No law 
| -do-. 
60 cents per hour, 400 hours 
| No law___- 


|, nee. part time). 


so canis per hour 


67 cents per hour- 


..| 64 cents per hour 


| 56 cents per hour 


.do 


| No law 





1 Order held invalid, remanded to Department of Labor. 
2 On July 1, 1957, 45 hours; on Jan. 1, 1958, 40 hours. 


* After Jan. 1, 1958, 


all $1. 


Source: Labor Law Report, Commerce Clearing House Volume on State Laws. 


No law. 
Do. 
Do. 

44. 

No law. 

48. 


No law. 
Do. 
Do. 
Do. 

8 hours. 


48 hours. 
48, 


40, 10,000 up; 
45, under 


Do. 
Do 


8"and 48. 


| No law. 


Do. 
No law 
8 and 48 
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E- SEASONAL EXEMPTIONS 


Workers engaged in seasonal industries and industries covered under the first 
processing of perishable agricultural commodities are exempted from the over- 
time provisions of the Fair Labor Standards Act for a period of 14 weeks or in 
some cases two 14-week periods during a year (FLSA sec. 7 (b), (3) and sec. 
7 (c)). Under the first 14-week exemption time and one-half is required only 
for work done over 12 hours a day and 56 hours a week. Under sec. 7 (c), 
unlimited overtime may be worked without premium pay. 

It is this right to secure overtime work without premium payments at times 
of peak production—denied all other industries—which accounts for a share 
at least of the $107 millions profits made by the 9 corporations of the food 
processing industry as shown below: 


Net income of nine food corporations, 1952-55 


{In thousands of dollars] 














Cannery | 1952 1953 | 1954 1955 

Se EES Sete aan aoe ee eS ee a 
General Foods. -.-- : abs | $20,436 | $24,808 | $27,913 | $31,737 
Libby, MeNeill & Libby-- zi bedi ee al 1, 863 | 6, 124 4, 165 | 16,175 
eee Re Re ta Ee Co ea ee) oe 5,812} 5,647] 5,586 | 8, 782 
Beatrice Foods ; ht | 3.908} 3,993] 4.828] 5,553 
Campbell Soup. - : i ____.-.--| 19,998} 21,276 | 23,563 | 29,133 
Stokely-Van Camp----..-.-- Pee cid -| 2,379 2,779 | 3,006 | 3, 782 
CNTIROTTIS DRCKING.. ... eccecewecvams-soee ae te | 7116 | 5, 653 | 6, 676 ®, 868 
I ee os veined Socanescves ee eae 1, 596 | $48 1, 601 2, 403 
Standard Brands. --.-- Zs Se ake 5 9,419 | 10,019 9, 386 10, 563 
a —_ a —|—_——_— ——— | —__——— —_—- 
Dotal. noct<s. ia ae ee es 72, 456 | 81,047 | 86,72 106, 996 


1 Not comparable with earlier years. This figure is for 15 months—March 1954 to June 1955. 


Souree: Moody’s Industrials. 


Other industries, like the meatpacking industry, must pay overtime at a rate 
of time and one-half to meet emergencies or to adjust to the peak of seasonal 
demand. The meatpacking industry, for example, averaged 45.4 hours per week 
in the months of November and December of 1955 and 44.9 hours per week in 
January of 1956. Key plants operated on schedules ranging from 50 hours per 
week for substantial periods during this time. Premium pay for workers is 
accepted in this section of the food industry as something providing equitable 
compensation for the physical and nervous strains of abnormally long hours of 
work, 

But the law excludes the even more profitable operations of corporations in 
other sections of the food industry. 

It is true that for some weeks during the season in industries handling perish- 
able crops like peas, beans, and tomatoes, an extended weekly work schedule is 
necessary. But only in these industries is the full load of meeting such a neces- 
sity exacted as a sacrifice from workers alone. Only in these sections of the 
food industry do workers alone suffer all the penalties arising from the need 
for a heavy schedule of operations. 

This is the sharpest kind of economic inequity suffered by a group of workers 
already close to the bottom in the Nation’s economic heap. (Average hourly 
earnings of canning and preserving workers in 1956 were $1.57 compared with 
an all manufacturing average of $1.98.) 


Comparison of hourly earnings in-canning and preserving with all manufacturing, 
1947-56 


| | 


| ! | 
. : | . | oa ; 
| Canning | All man-| Cents Canning | Allman-| Cents 
: j ‘ | 
Year and pre- | ufactur- | difference Year and pre- | ufactur- | aifference 

serving | ing | serving ing 

| 

| 


| 
} 
| 


_ 237 17.6 |} 1953. 


~ 


. 041 


1947 . <2 1 : $1.36} $1.77 41.0 
1948 1.116 | 1. 350 23.4 || 1954___- 1. 41 | 1. 81 40. 0 
1949 | 1,198 1. 401 27.3 || 1955____- : 1. 46 | 1. 88 | 42.0 
1950 1.191 1. 465 27.4 || 1956 1.57 | 1. 98 41.0 
1951 ‘ 1. 27 1. 59 32.0 Increase | | 

952 1. 32 1. 67 35.0 since 1947- 53 74 | 21.0 


| 


Source: Bureau of Labor Statistics. 
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The effect of the extension of full Fair Labor Standards Act coverage to these 
sections of the food industry could be twofold: (1) in many situations employers 
would be given incentive toward the hiring of additional workers for a three- 
shift operation with no appreciable increase in hourly labor cost and (2) in other 
situations workers in this section of the food industry would receive payments, 
as do all other workers in American industry, for work done beyond 8 hours in 
the day and 40 hours in the week. 

Would this mean any crushing economic burden for the industry? No evidence 
can support such a conclusion. In the peak months of seasonal production last 
year, average hours worked per week in canning and preserving were as follows: 


Hours 
ae rae cece ides letetenteaneacoennig ermanheesnmeonibgpeoneninserts 39.7 
a te rae cel canes asiagie ec tnneceensinr ier meetetionemabonmnesnecsepeiatpumatas 42.0 
atleast bioemimiiianeeciginveninmi nang mets enema 42.9 
Neen eee ee ee cree nnrcsiahoneencicsunrneemecnndoronnusenenebietniiainaigs 41.0 


For the full year of 1956, Department of Labor reports indicate an average 
workweek of only 39.2 hours. 

Thus, it is clear that the burden of overtime is one which is not substantial 
except for a very few weeks during the year. Average hours worked per week 
in canning and preserving actually run below those scheduled in other industries 
where premium pay for overtime is an accepted standard for all workers. 

In addition, rising productivity in the canning and preserving industry would 
rapidly absorb any impact of overtime on current unit costs of production. As 
calculated from Bureau of Labor Statistics man-hour data and the Federal 
Reserve Board’s index of production in canning and preserving, output per 
man-hour has risen as follows in recent years: 


Canning and preserving industry index output per man-hour 


[1947-1949—100] 


icc cet tt loca i eects onpnc it eee ich ap ta avn ig 119.1 
cae ae Vbsorcensinns holes tees tadesinieipeh eain renin beri canntncmnenia mat mimenesschtiss 122. 4 
ck eines ak iE a a tl tl a eemitancoentiaibihineinae 128. 8 


This suggests an increase in output per man-hour of more than 9 percent in a 
2-year period. Such an increase would by itself more than offset the cost of 
meeting the overtime standards universal for the rest of American industry. 
That such gains would continue in the future is attested to by the reports from 
workers in major plants of such corporations as Heinz and Campbell Soup, 
indicating installation of much new equipment and progressive automation of 
the entire process of production. 

Many employers of the canning and preserving industry have recognized the 
basic inequity of the overtime exemptions. They have either eliminated such 
provisions entirely as in the Suppinger plants and the Campbell Soup plant of 
Napoleon, Ohio, or have substantially limited the application of the exemptions, 
as indicated in the following table: 
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F. THE FISH PROCESSING EXEMPTION 


The application of exemptions from coverage in the fish-processing industry 
is representative of the administrative anomalies which have accompanied the 
efforts to apply the patchwork-quilt pattern of exemptions and nonexemptions 
incorporated in the present act. Determinations arrived at here, like those 
promulgated the even better known area-of-production doctrine, are as abstruse 
and complicated as medieval scholastic philosophy. 

Fish processing for example is totally excluded from coverage (sec. 13 (a) 
(5)). However, that fish processing when it is fish processing done as a part 
of a “single, uninterrupted canning process” is covered by minimum wage regu- 
lations but not maximum hours (sec. 13 (b) (4)). 

But what of a situation in which workers are processing fish destined both 
for “hermetically sealing and sterilizing or pasteurizing”’ and also for freezing? 
The answer from the wage-hour administrator here is dusty and clouded. If 
the worker devotes 20 percent or more of his time to duties which are not exempt 
then his full time worked will be covered under the act. However, if the exempt 
work is not segregated from the nonexempt work—as on a fish-processing line 
moving both toward a freezing and a canning unit—even though the nonexempt 
work may be less than 20 hours, then all the work done in the week is brought 
under the $1 an hour minimum-wage coverage—but still not under the 40-hour- 
week coverage. 

The rational base for this system of metaphysical distinctions we find hard to 
discover. Such things can exist only as legal sops and concessions to employers 
seeking to escape responsibility for meeting minimum standards of wage payment 
and hours limitation for their employees. 

No justification for this exists in the economic situation or the production 
processes of the fishing industry. There is no reason why workers processing 
gulf shrimp to be sold to customers in frozen packages should not have the 
same wage protection that is given to workers processing shrimps to be sold in 
tin cans. And for each group of workers both equity and concern for the Nation’s 
economic welfare suggest the desirability of coverage which shall be consistent 
with that provided other industrial workers. 

Fair-minded employers have recognized this claim. In spite of competition 
from rivals who fully exploit the advantages given under the FLSA, they have 
moved far to achieve such standards under contracts to our union. 

Indications of this progress—which demonstrates the entire feasibility of its 
application to the entire industry—can be seen in the following tabulation of 
hour limitations in our contracts with fish processing employers : 


City and State Employer Employment 


figure 


Provision on hours 


Los Angeles, Calif... Smoked fish manufacturing 110 | 40 hours. 
Incianapolis, Ind. Booth Fisheries - 10 Do. 
Baltimore, Md_. O. E. Wentworth . 200 | 45 hours. 
Cristfield, Md. -.| 16 companies in crabmeat 350 | Time and a half for holidays 
products | worked; double time for Sun- 
day. 
Gloucester, Mass_.. Gorton Pew Fisheries and 17 1,400 | 40 hours. 
other large fisheries. 
New York, N. Y_.....--.-| Fish Smokers Trade Council, 100 Do. 
Pe 3% 
Norfolk, Va___- ..-| Isaac Fass Co.- : 750 | 44hours, male; 
Bellingham, Wash_..-....| Fahl & Bernstein Fish Co. _-- 100 40 hours. 


Source: Fish contracts on file at amalgamated international office. 


G. CONCLUSION 


The foregoing pages demonstrate, Mr. Chairman, the economic reasonableness 
of the provisions of S. 1273 and the food-industry provisions of 8. 1267. They 
provide economic proof that those firms which the bills seek to cover not only 
can afford to meet the standards of the Fair Labor Standards Act, but that some 
of these firms already are meeting them or higher ones. 

The contracts of our union show that the complaints you hear about the in- 
ability of exempted food industries to pay the dollar minimum wage and observe 
the 40-hour workweek are as false as the assertion that one man has the right to 
exploit another would be. 
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The alibi is false, but the resultant suffering is real. We, therefore, urge that 
this committee speedily adpot the provisions of S. 1267 and S. 1273. 

Senator Morse. All right, I am going to take Mrs. Algase out of 
order so that she can make her plane in time. 


STATEMENT OF JULIA ALGASE FOR THE NEW YORK HOTEL 
TRADES COUNCIL, AFL-CIO 


Mrs. Aucase, Thank you, Senator, for your courtesy and, to the 
gentleman who is giving me his time, thank you very much. 

My name is Julia Alg: ise. I represent the ‘New York Hotel Trades 
Council which is an organization of unions representing 35,000 hotel 
workers in New York City. 

We have a contract with the New York City Hotel Association, 
under which 187 hotels are covered. 

It is needless for me to say that the problem here is not our personal 
problem. Itisa problem of the unorganized hotel workers throughout 
the United States, and that is why we have come here. 

Senator, [ am very happy to have been here this morning. I am 
happy to have been delayed in speaking because it gave me the oppor- 
tunity to hear you speak of the basic philosophy of the minimum w age 
law which I think many of us have forgotten, even those of us who 
work in the trade-union field. 

We have become so accustomed to dealing with employers and their 
ability to pay that sometimes we, too, forget we are not negotiating 
here but that we came here because of the basic minimum needs of 
exploited workers. 

One other thing that you said this morning, I must also comment 
upon with agreement when you indicated that the philosophy preached 
by some of ‘the employers who have been here before you, that they 
are doing workers a favor by keeping them employed either on a 
part-time or any other basis because these workers have no skills, is 
a philosophy that has no part of the minimum-wage theory or of the 
minimum-wage law. 

I have always said that the ability of the employer to pay in this 
field of minimum wages is not to be the consideration. Nevertheless, 
you will excuse me if in order to add to my testimony at previous 
hearings, I will comment briefly on the ability of the hotel industry to 
pay its workers. 

Also, with respect to the question of keeping up the purchasing 
power for the better economy of our own country, I am pleased to 
tell you that at a minimum-wage hearing in New York yesterday in 
Syracuse , N. Y. a waiter of over 30 years standing, the president of a 
union of hotel workers, expressed that philosophy in not very ar- 
ticulate but in very moving language when he said that even hotel 
workers could add to the economy of the country if they got a decent 
minimum wage. 

I pointed out when I appeared here before that the minimum needs 
of one worker are the same as that of another worker regardless of 
industry and that it was and still is, neither fair nor humane to dis- 
criminate against some low-paid workers as against other low-paid 
workers. 

I offered evidence to show the ability of the hotel industry to pay 
the minimum wage set by the Fair Labor Standards Act, not only to 
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pay the dollar set by the act but the $1.25 which under present condi- 
tions is the minimum hourly rate necessary to maintain the adequate 
minimum standards for decent healthful living for a single woman 
living alone. A man supporting a family, needs more and we won’t 
go into that at this time. 

At that time, I referred to State inaction in the field of minimum 
wages, particularly from the point of view of hotel workers. 

And I referred briefly to the New York State minimum wage for 
the hotel industry and the problems involved in convening a board and 
establishing a minimum which is always below the Federal minimum, 
considerably below. 

I should like to bring this subcommittee up to date on developments 
since then in two areas: The first relates to the growth of the hotel 
industry, and the second relates to the present status of the minimum 
wage for hotel workers in New York. 

1956 was the best year ever for United States hotels. A report 
in the New York Times by Charles A. Horrworth, executive vice 
president of the American Hotel Association states: 

The hotel industry’s business rose to a record of $2,652,000,000 last 
year—an increase of 4 percent over that of 1955. 

Hotel men are confident of a further increase this year. They say 
that 1957 resort reservations indicate a continued lengthening of their 
once short seasons and improvement of last year’s submarginal week- 
end occupancy of rooms. “Last October, with 80.2 percent total room 
occupancy was the biggest month in postwar history,” the executive 
said. 

Another important factor—and this is a continuation of the Times 
article—“in the upsurge of business was the new universal travel 
card,” he explained. At the end of last year 90,000 persons were 
using the travel cards issued by the American Hotel Credit Corpora- 
tion of Greenwich, Conn., nonprofit affiliate of the Hotel Association. 

These cards permit the charging of rooms, food, and other services 
and the cashing of personal checks. 

Construction of new hotels in the United States last year was at 
a higher rate than in 1955, with 90 built or under construction in the 
first 10 months. 

They will provide 25,000 additional guest rooms and are valued 
at $337 million. In 1955, 83 new hotels were built, valued at $196 
million. 

The growth of hotels, motels, resort hotels all over the country 
has been tremendous. The development of large chains with many 
hotels in various parts of the country centrally managed, centrally 
buying, centrally advertising, is phenomenal. 

A reference to this is seen in the progress report of stock exchange 
members, Carl M. Loeb, Rhoades & Co., dated June 5, 1956, which 
states : 


The hotel industry today has changed from its overbuilt and bankrupt status 
of 1930. In addition the industry has witnessed a revolution in operating and 
managerial efficiency with the emergencies since World War II of the large 
chains. 

These expensive hotel systems benefit from (1) referrals from one hotel 
in the chain to the other, (2) economies of mass purchasing and advertising, 
and (3), the employment of specialized management technicians. 


I should like to offer at this time a 1954 census of business covering 
hotels, motels and tourist courts, sporting and recreational camps, 
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which shows a gross of $3 billion business in continental United States. 

This was not avail: able at the time I testified last and I think it will 
be of interest to the committee. 

Senator Morse. It will be marked for purposes of identification, 
and will be introduced into the record as an appendix and not ine luded 
in the transcript an exhibit entitled “1954 Census of Business Selected 
Services.” 

Mrs. Auease. Thank you, Senator. 

In previous testimony I mentioned the fact that as far as hotel 
workers are concerned in many of the States where various chains 
operate, there are no minimum wage laws covering them—that is 
hotel workers, or they are very inadequate. 

Of the States mentioned, for instance, we see thet Missouri and 
Michigan have no minimum w age laws at all, Connecticut has no 
minmium wage for hotel workers. Neither has Illinois, Michigan, 
New Mexico, or Texas. 

I picked these States because there are chains operating in these 
States, Senator, and I am also offering for the record to be used as you 
see {it, two publications of the New York State Department of Labor, 
dated January 15, 1957, and September 20, 1956, summarizing the 
major provisions of all minimum orders applic able to the hotel and 

restaurant industry in the United States. 

Senator Morse. Do you have those in front of you? 

Mrs. Aucasr. Yes, I have. 

Senator Morse. There will be marked for purposes of identification 
and made an exhibit in the subcommittee records and not in the trans- 
cript of the hearing, an exhibit entitled “Departmental Memorandum 
No. 108, September 20, 1956, Summary of major provisions of 
minimum wage laws and orders applicable to the hotel industry of the 

Inited States” , and there will be marked for purposes of identifica- 
tion and included in the records of the subcommittee an exhibit dated 
January 15, 1957, entitled “Summary of major provisions of recent 
minimum wage orders applicable to the hotel and restaurant industries 
in the United States.” 

(The exhibits have been retained in the subcommittee files.) 

Mrs. Aueasr. Thank you. 

Now, I should like to bring you up to date on the status of the mini- 
mum wage for hotel workers in New York State. 

As you may know, there is no statutory minimum wage in New 
York. There is a minimum wage law which provides that the in- 
dustrial commissioner has the power on the petition of 50 or more resi- 
dents of the State engaged in or affected by an occupation sought to be 
investigated, to cause an investigation to ‘be made of the w ages being 
paid to women or minors in any occupation to ascertain whether any 
substantial number of women or minors of such occupation are re- 
ceiving wages which are insufficient to provide adequate maintenance 
and to protect their health. 

If the commissioner is of the opinion that such wages are insuf- 
ficient, he then appoints a wage board to report on the establishment 
of minimum wages for such women or minors in the particular 
occupation. 

The Wage Board is composed of 3 employer representatives, 3 
public representativ es and 3 employee representatives. 
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The Wage Board continues in existence for a period of 2 years. 
It holds hearings. The Board then makes a report with recom- 
mendations as to minimum wage standards. 

The Industrial Commissioner then holds hearings again upon this 
recommendation and eventually a minimum wage is set. 

A rate is set in a minimum wage order for the particular industry. 
There are present 10 such orders in New York State. 

One of these is mandatory order No. 6C for the hotel industry, and 
mandatory order No. 5A for the restaurant industry. 

I have already submitted for the record the hotel order. I shall 
be glad to supply a copy of the restaurant order if the committee 
wishes it. I didn’t bring it with me. 

Now, the hotel order provides for 75 cents for nonservice workers 
in New York City and I won’t go into the other details at this moment. 

Senator Morse. Your full statement will be incorporated in the 
record. 

Mrs. Areass. Thank you. And it is in deference to the committee's 
time I am not going into details here. 

The hotel order provides for 75 cents for nonservice workers in 
New York City, 72 cents elsewhere in the State, 50 cents for dining 
room service workers and 48 cents for bellman and baggage porters 
in New York City, and 45 cents for this category outside of New York. 

Rates in resort hotels are considerably less. You will note that a 
resort hotel such as the well-known and large income-producing 
Grossingers Hotel in New York has the benefit of a resort rate which 
is as little as $8 a week. The rates I refer to were set by a minimum 
wage order in 1952. 

At the time the last minimum w age order set the rates in 1952, the 
rates were already inadequate being considerably below the $1.16 
an hour required for minimum standard of living for a woman living 
with her family; that is, having no one to support. 

It has taken 5 years to convene a new Minimum Wage Board. As 
I pointed out, the Board is convened on petition and after inv estiga- 
tion. 

The people who need the protection of minimum wages are unor- 
ganized and unable to cope with the intricacies involv ed. 

Another difficulty is to get people to serve on the board because a 
tremendous amount of time and care and skill is required from the 
board members. 

The board is holding and having hearings now and I have been up 
and down New York State at these hearings. 

It is a very difficult thing to get wor kers to come in and testify 
at the hearings, so many of them are afraid to talk. Some of them 
are confused, | some of them are very surprised to find out that they 
are not under the Federal wages and hour law. 

Those, I may add, are workers who are organized and who are al- 
ready getting over a dollar an hour and think that perhaps it came 
to them because the Federal minimum wages and hour law covered 
them, because in general, there isn’t much familiarity with this very 
complicated situation. 

The first hearing of the recently convened hotel minimum wage 
board was held in New York City on February 27, to give w orkers, 
industry, and the public a chance to come in and state their views. 
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Please note it took us 5 years to get this board convened. 

As far as worker witnesses are concerned, it is a practical impos- 
sibility for them to take time off from work to come in and present 
a picture of the services they render and the conditions under which 
they live, in order to convince the board to fix a realistic minimum 
wage. 

This archaic procedure, however, has been going on for a long time, 
and at this point, I think it is very worthwhile to call to the attention 
of this subcommittee the hearings held here in 1956 at which the in- 
dustrial commissioner of the State of New Jersey, Mr. Holderman, 
went into an excellent presentation of the problem of minimum wage 
boards in the State of New Jersey, and that he was being stymied all 
the way down the line in any attempt to get effective minimum wages 
in these very industries that we are discussing now. 

And it is interesting that one of the things ‘that concerned him most 
was the arguments that had been raised w hy have a minimum wage in 
New Jersey covering such and such an area if New York had a lower 
rate or if Pennsylvania had a lower rate. 

In other words, the adjoining States were problem States in rela- 
tion to the particular industries involved, meaning the hotels and 
restaurants, 

I will have to comment on the amendments submitted by Labor Secre- 
tary Mitchell to amend the Fair Labor Standards Act. 

In the first place, I disagree entirely with the limitation that the 
protection of the act should be extended only to those hotels receiving 
for use materials of total annual value of a million dollars or more, 
directly across State lines to either place or places of business and 
having employees of 100 or more. 

I don’t understand what that objective is at all. I don’t even under- 
stand what hotels will be covered by it, if any. They may be the very 
largest chains, which are in essence organized. They may—some 
workers in those hotels may get some benefits but I think that it will 
not begin to cover the situation that is drastically urgent. 

With respect to the change in the definition of wages to include tips 
which Mr. Mitchell proposes, I would like to say once and for all that 
tips should not be scidamati in setting a minimum wage. 

Since the minimum wage of a dollar an hour barely provides suste- 
nance under today’s conditions, I cannot understand a philosophy 
which says that it is up to the customer to contribute to a man’s basic 
minimum needs. 

It is possible on the basis of tradition to justify the tipping custom 
on the theory that over a certain minimum, it is an expression of 
pleasure, an expression of some joy in the service, and that it may add 
to a man’s better living. 

But that it should be considered in figuring out whether he should 
live or eat as well as his fellow workers and that that should be subsi- 
dized by the public, is something that is too fantastic to contemplate. 

And on this point, too, Senator, I should like to point out something 
that is not very well known. 

A so-called tip employee must pay his income taxes. There is no 


justification for his not paying income taxes on his income, whatever 
it Is. 
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But he does not receive any social security benefits on those tips, and 
I can’t see a philosophy which says that to pay a man a minimum wage 
you have to include the tips that he gets up to that minimum amount, 
and then say to him when you retire you are going to retire on benefits 
computed on your 50 cents an hour or whatever it is that you are 
getting and your tips don’ t count. 

To us this is a very serious matter. 

In concluding, I would like to refer to the suggestion that Senator 
Ives made, to exempt employees in States that have as good or better 
minimum wage laws than the Fair Labor Standards Act. 

I want to point out that there is no such thing. None of the mini- 
mum wage laws that we have, even those that have given recent, in- 
creases, have what the Fair Labor Standards Act has for these 
employees. 

My evidence on this point at the hearings in May 1956 included a 
thorough analysis of existing wage laws as far as the hotel and 
restaurant workers are concerned. 

I believe what I have added to it today shows that the picture 
has not changed. 

If New York is an example of the State methods to handle the 
minimum wage standards of hotel workers, it points up quite clearly 
the urgent need for extension of the Federal wage and hour law to 
hotel and restaurant workers. 

I have with me two documents in which you may be interested. 
One is the New York Labor Department’s survey of wages and hours 
in all-year hotels in New York State for 1956. 

The other is the same survey for restaurants, if this is of any 

value to you. 

Senator Morse. We will be glad to make them a part of the ap- 
pendix in the record, if you will send them up. 

Miss Arease. And the last thing I want to say is that in view of 
my little discussion of tips, that you will be interested i in page 7 of a 
publication called The Waiter and His Public, in which the vice presi- 
dent of the Waldorf Astoria points out to the waiter his duties, and 
says, “Your livelihood depends on the customer.” 

I will offer that just for those two pages or the whole thing, as you 
wish, because it is a very interesting exposition of the services that a 
waiter renders to the hotel or restaurant. 

Senator Morse. It will be marked for purposes of identification to 
be included in the subcommittee files and not in the transcript, an 
exhibit entitled “Wages and Hours, All Year Around, Hotels in New 
York State, 1956.” 

Also an exhibit entitled “Wages and Hours, Restaurants, New York 
State, 1956”: an exhibit entitled “The Waiter and His Public,” with 
special reference to the witness’ testimony as to the comments on tips, 
will be included in the files of the subcommittee. 

(The exhibits referred to have been retained in the committee files.) 

Senator Morse. Now, I would like to call your attention to the fact 
that on March 1, before this committee Mr. Arthur J. Packard, presi- 
dent of the Packard Hotels Co., Mount Vernon, Ohio, accompanied 
by Charles W. Merritt, counsel, and M. O. Ryan, manager, Washing- 
ton office, the American Hotel Association, gave testimony for the 
record of these hearings in which he said: 
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We in the hotel business have had reduced productivity over a period of time 
even with higher wages. And where our business is concerned, there simply is no 


chance in the world that any further increase in labor cost could be absorbed 
by management. 


Our occupancy has dropped steadily year after year, from 1946 to 1955, when 
it came to rest at 72 percent. 


Last year marked the first time that this trend was arrested, but even then the 
oceupancy barely held its own with the preceding year. 
The Treasury Department is authority for the statement that hotels are one 


of the two least profitable industries in America today, from the standpoint of 
return on investment. 


So I do want to assure you that it is impossible for our industry to make sub- 
stantially increased wage payments, which would be forced upon us without 
raising our rates proportionately to the point of pricing ourselves out of business 


in many instances. 

Now, Mr. Packard represents the Packard Hotels Co., and appeared 
on behalf of the American Hotel Association. 

Now, in your testimony I find that you quote from Charles A. 
Horrworth, executive vice president of the same American Hotel 
Association indicating that 1956 was the best year ever for the United 
States hotels. The New York Times quoted the vice president of this 
same American Hotel Association as stating: 

The hotel industries business rose to a record of $2,652 million last year, an in- 
crease of over 4 percent over that of 1955. 

Hotel men are confident of a further increase this year. They say that 1957 
resort reservations indicate a continued lengthening of their once short seasons, 
and improvement of last year’s submarginal weekend occupancy of rooms. 


Last October with 80.2-percent total room occupancy was the biggest month in 
postwar history, the executive said. 


Still quoting from Mr. Horrworth: 

Another important factor in the upsurge of business was the new universal 
travel card— 
he explained. 


In the last year 90,000 persons were using travel cards issued by the American 


Hotel Credit Corporation of Greenwich, Conn., a nonprofit affiliate of the Hotel 
Association. 


These cards permit the charging of rooms, food, and other services and the 
eashing of personal checks. 
Still quoting Mr. Horrworth: 


Construction of new hotels in the United States last year was at a higher 
rate than in 1955 with 90 built or under construction in the first 10 months. 
They will provide 25,000 additional guest rooms and are valued at $337 million. 

In 1955, 83 new hotels were built worth $196 million. 

I would like to have the privilege sometime of introducing Mr. Horr- 
worth to Mr. Packard because I think these gentlemen in the same 
association ought to get acquainted, and get their signals straigthened 
out anyway; because this is a very interesting example of what I 
have found many times to be the great discrepancies i in testimony from 
people from the same economic group when they are testifying in con- 
nection with two different issues. 

It reminds me of in my experiences as a lawyer of the great differ- 
ence between what a client will tell you his property is worth when 
you talk about appraising it for tax purposes, and what it is worth 
when you talk about appr ‘aising it for sales purposes. 

I thought this contrast in the judgment of these two hotel execu- 
tives as to the value of their business ought to go in this side by side 
position in this transcript. 
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Mrs, Areas. Senator, I think that you have pointed up something 
that I was hoping would be quite apparent when I introduced this par- 
ticular statement of Mr. Horrworth. 

May I add to it that there are also available the hotel operations for 
1955 issued by Horvath and Horvath, which show that the operations, 
that is, the income has gone up considerably. 

I didn’t bring it with me, and that can be introduced at any time, 
if it should become material. 

But it has been an old story that the hotel owners have come in to 
ery declining occupancy and have not mentioned the increasing reve- 
nue, which is the fact. 

They never talk about the increasing revenue. They talk about 
the declining occupancy, and yet as Mr. Hartung told me before, he 
couldn’t get a room in Washington. He has been going from pillar to 
post trying to get one. 

Another interesting thing in view of the fact that you did mention 
taxes, is in this report that I gave you from Carl M. Loeb, Rhoades & 
Co., there was a reference to the stock of at least one well-known cor- 
poration which said that it was undervalued in view of, among other 
things, the understatement of earnings through heavy depreciation 
charges amounting to over $4 per share. I might as well mention it 
now, though I had left it out before. 

In many of the reports that may be submitted or have been sub- 
mitted, I think you will find that there is considerable depreciation 
reflected in order to show that the earnings are even less than they 
are, although they are high enough the way that they are. 

Thank you. 

Senator Morse. We are very glad to have your testimony in the 
record. 

The next witness will be Mr. John M. Elliott, Amalgamated Asso- 
ciation of Street, Electric Railway and Motor Coach Employees of 
America, AFL-CIO. 

I would like to give you the pleasure of introducing your own coun- 
sel to the record of this hearing. After you get him introduced, I have 
something to say about him. 


STATEMENT OF JOHN M. ELLIOTT, GENERAL EXECUTIVE BOARD 
MEMBER; ACCOMPANIED BY BERNARD CUSHMAN, COUNSEL, 
AMALGAMATED ASSOCIATION OF STREET, ELECTRIC RAILWAY 
AND MOTOR COACH EMPLOYEES OF AMERICA, AFL-CIO 


Mr. Exuiorr. Shall I proceed ? 

Mr. Chairman, I would like to introduce Mr. Bernard Cushman, who 
is counsel for our organization, and who has assisted Mr. Spradling, 
our international president, in the preparation of his statement, and to 
whom I request the privilege of latices questions by this committee. 

Senator Morse. Well now, Mr. Elliott, may I say that I will be very 
glad to direct any questions I have to Mr. Cushman, but as a member 
now of the Committee of the District of Columbia of the Senate, I 
would like to have you take back to your membership my expression 
of very high regard for the fine lawyerlike job that Mr. Cushman 
does for your union. 
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He can close his ears for the moment. Your union hasn’t always 
been right in some of the positions it has taken on some issues before 
the District of Columbia Committee, at least in my judgment. When 
I have explained my position to Mr. Cushman on some of those occa- 
sions, he has always demonstrated that his primary responsibility as 
a lawyer before any tribunal is to see to it that the tribunal gets the 
facts, and I have always been very pleased with the fact that w vhen the 
evidence was perfectly clear that he union was wrong, Mr. Cushman 
has lived up to the ethical obligations of the legal profession and has 
never hesitated to tell the union that in view of the facts that had been 
presented to our committee, it should adjust its position accordingly. 

And I want to, on this record, compliment the union for not only 
having such a lawyer in the first ‘place, but keeping him in the second 
place after he takes that position. I would judge that the excellence 
of his services have been apparent to you. 

And I am very happy to have him participate in this hearing this 
afternoon. 

You may proceed in your own way. 

Mr. Exuiorr. Thank you, Mr. Chairman. 

I want to assure you that we have always valued the services of Mr, 
Cushman, and I want to state at this time that we are fully aware of 
the fact that we are not always right as an internation! union, and we 
are always willing to accept the advice and the counsel of Mr. Cush- 
man and we are prepared at any time to follow his advice. 

Thank you, again. 

Mr. Chairman, my name is John M. Elliott. I am a member of the 
general executive board of the Amalgamated Association of Street, 
Electric Railway & Motor Coach Employees of America, AFL-CIO. 

Mr. Spradling, our international president, was due to appear before 
you this morning but due to ill health has been unable to do so. 

He has asked me to refer to portions of his statement which has 

ulready been filed with you. 

I would like to discuss briefly some of the points made by Mr. 
Spradling in his statement. 

Senator Morse. Of course, Mr. Elliott, if you will permit me, the 
full statement of Mr. Spradling, president, Amalgamated Association 
of Street, Electric Railway & “Motor Coach E mployees of America, 
will be printed in full in the tr anscript following your testimony. 

Mr. Exurorr. Thank you, Mr. Chairman. 

I have with me, as I have already stated, Mr. Bernard Cushman, 
counsel to our organization, who has assisted Mr. Spradling in the 
preparation of his statement and to whom I request the privilege of 
referring questions by the committee. 

The Am: algamated Association of Street, Electric Railway & Motor 
Coach Employees of America is the dominant union in the field of pas- 
senger transportation by bus, by streetcar or trolley coach. 

Our views are, briefly stated. that both the minimum wage and over- 
time provisions of the Fair Labor Standards Act should be made 

applicable to transit eaten: We support the Morse bill, S. 1267, 
which would acc omplish that result. Our position is: 

(1) The failure of the act to cover employees of the transit industry 
is a serious inequity. 

(2) There is no practical obstacle to coverage of transit employees. 
A substantial segment of the transit industry is already on a 40-hour 
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week and the establishment of such a workweek has been proven 
practical beyond any serious challenge. 

(3) Most American industry has been on a 40-hour week for 20 
years. Indeed, some American industries have already established a 
workweek of less than 40 hours. 

Transit employees have made significant contributions to the na- 
tional welfare in peace and in war. “They should be permitted to share 
in the greater opportunities for leisure time, for participation in 
family and social life, and for the exercise of their responsibilities 

as citizens and members of the community in which they live. 

(4) The exemption from the overtime provisions of the act for 
employees whose hours of service are subject to regulation of the 
Interstate Commerce Commission should be removed. 

It is by now clear that the original basis upon which that exemption 

was predicated has become irrelevant. This particular provision has 
reference, as a practical matter, to employees in the over-the-road 
operations in the industry. 

These employees, too, should have the benefit of a workweek such 
as that of other American workers, including their friends and neigh- 
bors. 

It is inequitable to provide such a workweek for so many American 
workers and to deny it to so many transit workers. 

It should be noted that the Interstate Commerce Commission has 
never, to my knowledge, regulated the hours of mechanics or any classi- 
fication of employees whose work relates to safety except drivers. 

Its regulation of the hours of service of drivers has not resulted in 
a 40-hour week for drivers. 

I want to call to the committee’s attention President Spradling’s 
comments concerning the Secretary of Labor’s recommendations : 

Some comments must be made about the testimony of the Secretary of Labor 
before your committee. 

The Secretary must have been misled by his advisers. The extension of 
coverage limited to the minimum-wage provisions of the act is not meaningful. 
Almost every transit worker earns over $1 an hour. There may be scattered few 
porters or laborers who earn slightly less than the present minimum wage. 

It would be surprising if there are even 100 employees of the approximately 
200,000 or so employees in the industry who are in that category, and as has 
been previously indicated, there is no real difficulty in applying the overtime pro- 
visions of the act to transit employees. 

I voice, along with President Spradling, the expectation that the 
Congress will at once end statutory discrimination against transit 
workers. 

Thank you. 

Senator Morse. I find as far as I am concerned that your testimony 
is so clear there are no questions on my part. 

I have never been able to understand the application of the exemp- 
tion to the transit workers. I have never been able to understand the 
difference that are drawn between the application of the law as to 
mechanics and not to the operators of the vehicles. 

I think very glad to have your testimony in the record and I think 
it will be very helpful to us when we consider this in executive session. 

Mr. Exusorr. Thank you very much. 

(The statement of Mr. Spradling is as follows:) 
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STATEMENT OF A. L. SPRADLING, PRESIDENT, AMALGAMATED ASSOCIATION OF STREET, 
ELEcTRIC RAILWAY AND Moror CoacH EMBLOYFES OF AMERICA, AFL-CIO, on 
PROPOSED AMENDMENTS TO THE F'ark LABor STANDARDS ACT BEFORE A SuBCOM- 


MITTEE OF THE SENATE COMMITTEE ON LABOR AND PUBLIC WELFARE, MArcH 8, 
1957 


The Amalgamated Association of Street, Electric Railway and Motor Coach 
Employees of America, AFL-CIO, is the dominant union in the field of trans- 
portation of passengers by motorbus, streetcar, trolley coach and electric railway. 
We support the general position of the AFL-CIO concerning proposals to amend 
the Fair Labor Standards Act. We are here today, however, for a discussion 
limited to matters of special concern to the employees this union represents. 

The Fair Labor Standard Act unjustly denies protection to a substantial and 
important group of workers, namely, the employees in the transit industry. 
These employees have been penalized because the law excludes them from its 
coverage while affording protection to employees in American industry in gen- 
eral. This union represents the great bulk of the employees who would be 
benefited by the removal of the exemptions for the local and over-the-road transit 
industry found in sections 13 (a) (9) and 13 (b) (1) of the act. Those exemp- 
tions should be removed from the act. S. 1267, proposed by Senator Morse, 
would remove those exemptions and we support that proposal. 

The employees in the transit industry have made important contributions to 
the national welfare, both in peace and in war. Their fellow workers in Ameri- 
ean industry and their friends and neighbors are on a 5 day, 40-hour week. Over 
20 years ago many American industries went to the 40-hour week. This is 
a measure of the lag in progress which these employees have had to endure. 
The transit worker should be afforded the same opportunities for leisure time 
enjoyment, for participation in family and social life, for the exercise of his 
responsibilities as a citizen and a member of the community, as are granted to 
other workers in American industry. 

The principle of the 40-hour week hus been endorsed and supported by those 
who have a sincere regard for the promotion of the interests of America’s 
workingmen and women. The Fair Labor Standards Act has brought important 
benefits to American workers, but not to transit workers. Indeed, a number of 
industries have already established a workweek of less than 40 hours. The 
very least that the Congress can do is to remedy the inequities that were estab- 
lished at the time the law was passed. 

When the law was in the process of enactment nearly 20 years ago, it was 
contended by industry that there were difficult problems in applying the law 
to the local transit industry due to the need to meet the demands of traffic 
which are continuous but concentrated most heavily during rush hour periods. 
Some people contended that the matter could be left to collective bargaining. 
Any doubts as to the practicability of the 40-hour week in the local transit in- 
dustry have long since been dispelled. The 40-hour week has been established in 
a substantial segment of the industry. Transit systems in many cities of vary- 
ing sizes, large, medium sized, and small, are presently operating successfully 
under union agreements providing for a 40-hour week. There is attached to this 
statement an exhibit showing cities in the United States where local transit 
employees represented by this organization are presently covered by a 40-hour 
week provision. Cities illustrative of this transition with maintenance of 
take-home pay are as diverse as: Newark, N. J.; Boston, Mass.: Minneapolis, 
Minn.; Springfield, Mass.; and New Haven, Conn. Experience in these cities 
has been one of successful operation under such a provision. Nevertheless, 
unreasonable employer stubbornness has, in many cities, frustrated efforts 
by the employees through collective bargaining to achieve the 40-hour week. 

Management’s claim that the institution of a 40-hour week in this industry 
is impractical is groundless. That claim should be viewed against the back- 
ground of the history of working conditions in this industry. I have noted on 
other occasions that every attempt to improve the worker’s wages and working 
conditions has always been met by the claim by industry that the proposed 
working condition was impractical, or presented serious difficulties. When 
workers suggested that they were entitled to vacations with pay, industry found 
the suggestion impractical. It is now familiar fact, however, that the workers 
who, a quarter century ago, never received a paid vacation, have progressed to 
the point where, in many instances, they receive 4 weeks’ paid vacation. The 
improvements that industry alleged were impossible are now an established and 
recognized working condition. 
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The 8-hour day raised problems similar to those raised by the transit industry 
now in connection with the 40-hour week. The managements opposed that im- 
provement just as strenuously as today they oppose the introduction of the 40- 
hour week. Managements argued that scheduling problems would make it im- 
possible to establish an 8-hour day without increases in costs so great as to 
render the conduct of the business unprofitable. Despite these claims the 8-hovr 
day was instituted through collective bargaining or arbitration, with an almost 
unanimous history of successful operation under such provisions. Similarly, 
management has resisted limitations on the spread of hours over which an em- 
ployee may work. Nevertheless, the spread of hours has been progressively and 
successfully shortened over the protest of industry that such provisions were 
impractical. Management’s claims of impracticality must be considered in the 
light of industrial history. We are sure that you will find such claims unsup- 
portable. 

The requirement of pay of time and one-half for all work in excess of 40 
hours is now a standard working condition in American industry. It is the 
practice in communications and public utilities. It is the overwhelming prac- 
tice in continuous-process industries. It is followed in many transportation 
industries such as airlines. The over 1 million nonoperating employees on the 
railroads have such a provision. The operating problems of the railroad indus- 
try are analogous to those in the local transit industry. We think it inequitable 
that so many railroad and public-utility employees should enjoy a 40-hour week 
while so many employees in the transit industry do not. 

At the time the Fair Labor Standards Act was passed, the industry claimed 
that its financial condition was so poor that the reduction in working hours to 40 
could not be accomplished with maintenance of take-home pay. The transit 
industry pledged that it would establish the 40-hour week through collective 
bargaining as soon as circumstances made it feasible. During World War II 
the industry made large profits, replaced much of its equipment, and substan- 
tially improved its financial position. At that time we sought before the War 
Labor Board to hold the industry to its promise to provide a 40-hour week. The 
industry once again, this time before the War Labor Board, resisted the institu- 
tion of the 40-hour week. The Board, because of the stabilization program, 
refused to award the 40-hour week in a dispute case. The Board was of the 
opinion that because of the manpower shortage the necessary reduction in hours 
could not be effectuated. The representatives of the industry stated at the War 
Labor Board hearing that the industry favored the 40-hour week and would 
institute it when the manpower situation permitied. Since the end of the war, 
despite the availability of manpower, the industry has continued to opposed 
the 40-hour week. 

There is no industrywide collective bargaining in the transit industry. There 
are hundreds of relatively small operations. Collective bargaining is, in most 
eases, on an individual company basis. Under these circumstances, and in 
view of the unjustified resistance of the industry, it is obvious that the 40- 
hour week cannot be achieved throughout the industry by collective bargaining 
for many years to come. 

The removal of the exemption from the overtime provisions of the act found 
in section 13 (b) (1) relates to employees of the over-the-road portion of the 
transit industry. These employees are covered by the ininimum-wage provisions 
of the act but not by the overtime provisions. The original basis upon which 
the exemption was predicated, namely, the power of the Interstate Commerce 
Commission to regulate hours for purposes of safety, has long since become 
irrelevant. These employees are likewise entitled to share in the achievement 
by other American workers of the 40-hour week. They, too, are entitled to more 
leisure time, more opportunity for family, social, and community life. They 
should not be treated as second-class citizens. 

Some comments must be made about the testimony of the Secretary of Labor 
before your subcommittee. The Secretary must have been misled by his ad- 
visers. The extension of coverage limited to the minimum-wage provisions of 
the act is not meaningful. Almost every transit worker earns over $1 an hour. 
There may be a scattered few porters or laborers who earn slightly less than 
the present minimum rate. It would be surprising if there are even 100 em- 
ployees of the approximately 200,000 or so employees in the industry who are 
in that category. And, as has been previously indicated, there is no real diffi- 
culty in applying the overtime provisions of the act to transit employees. 
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We urge you to adopt the provisions of S. 1267. The transit worker deserves 
equal protection of the law. Transit workers want statutory discrimination 
against them ended. 


Cities in the United States where local transit employees * 
40-hour-week provision, March 1957 


Worcester, Mass. New York, N. Y. 
Pittsburgh, Pa. St. Louis, Mo. 
Charleroi, Pa. Newark, etc., N. J. 
Wheeling, W. Va. Sayreville, N. J. 
Connecticut cities Wilmington, Del. 
Allentown and Easton, Pa. Springfield, Ohio 
Fall River and other suburban cities York, Pa. 

around Boston South Bend, Ind. 
Oakland, Calif. Kenosha, Wis. 
Oak Park, Ill. Milwaukee, Wis. 
Chicago, Il. Racine, Wis. 
Evanston, Il. Minneapolis-St. Paul, Minn. 
Youngstown, Ohio New Bedford, Mass. 
Rochester, N. Y. Floral Park, Long Island, N. Y. 
Springfield, Mass. Indianapolis, Ind. 
Madison, Wis. Arlington, Va. 
Gary, Ind. Duluth, Minn., and Superior, Wis. 
Trenton, N. J. Lyons, Il. 
Erie, Pa. Alexandria, Va. 
Syracuse, N. Y. Ilushing, Long Island, N. Y. 
Seattle, Wash. Padueah, Ky. 
Boston, Mass. Phillipsburg, N. J 
Providence, R. I. Springfield, Il. 
Framingham, Mass. Los Angeles, Calif. 
Cincinnati, Ohio Baltimore, Md. 
Fort Wayne, Ind. Buffalo, N. Y. 
Washington, D. C. Reading, Pa. 
Toledo, Ohio Louisville, Ky. 
Memphis, Tenn. 


are covered by 


1This exhibit is limited to sitautions where the employees are represented by the 
Amalgamated Association of Street, Electric Railway and Motor Coach Employees of 
America, AFL-CIO, and where the 40-hour-week provision covers both operating and 
nonoperating employees. 

Senator Morse. The next witness will be Mr. Rosenthal, chairman 
of the board of directors, National Consumers League, of New York. 

I understand, Mr. Rosenthal, you have no prepared statement; you 
will proceed to testify without one. 

Mr. Rosentuau. Thank you very much. 

Senator Morse. I’m glad somebody is here representing the con- 
sumers. 


STATEMENT OF MORRIS S. ROSENTHAL, CHAIRMAN OF THE BOARD, 
NATIONAL CONSUMERS LEAGUE 


Mr. RosenrHat. The Consumers League is grateful for this oppor- 
tunity of speaking in support of S. 1267, which would extend the 
coverage of the minimum wage law to millions of workers who are 
not now so protected, and as a ‘businessman, I am very happy to speak 
in support of this bill. 

From hearings that have been held during the past 2 years, and 
from everything that has already been submitted to the committee, 
I know that it is unnecessary for me to dwell on any analysis of the 
24 million workers who now have the protection of the act or of the 
20 million who do not now have such protection, and of whom many, 
if not most, do not now receive a dollar an hour. 
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It is my understanding that S. 1267 would give about 914 millions of 
the 20 million unprotected workers the protection of ‘the minimum 
wage law. 

As a businessman, in my consideration of this subject over many 
years, I have felt there are two fundamental considerations, a con- 
clusion to which would determine the need for and wisdom of mini- 
mum wage protection to workers. 

First, there is the obligation of a Government in a democracy, acting 
on behalf of all citizens, to give needed protection and care to the 
individual for the benefit, both of the individual and his family, and 
the Nation as a whole. 

Secondly, there is the need to think in terms of the impact of eco- 
nomic legislation upon business, upon agriculture, and upon the na- 
tional economic welfare. 

Abraham Lincoln is reported to have said that government should 
do for the people that which the people cannot do for themselves, and 
I understand that President Eisenhower is reported to have taken 
this as part of his own philosophy. Assuredly, it is a sound philoso- 
phy of democratic government. Democracy is predicated on the 
freedom and dignity of the individual human being, but we know 
that society needs protection in many ways so that a few individuals 
cannot harm the many. We have laws and statutes and police regu- 
lations of many kinds, all of which are intended to give each citizen 
an opportunity for a healthy, useful, and pleasant life, as well as 
protection from the predatory. 

The United States enjoys great wealth. We are reasonably content 
with our economic system, which we call free or private or competitive 
enterprise and, in fact, we are rather proud of the high standard of 
living which we have attained as a people. Frequently, therefore, 
we either overlook or we are unwilling to recognize that there are 
still millions of our fellow citizens whose earnings from their jobs 
do not give them even the minimum that the cost-of-living figures 
of any analytical organization call for. One of the problems in our 
economic society is to determine our responsibility for assuring every 
worker at least the minimum needed to support his family and himself 
in decency. Present legislation has given that assurance to a little 
more than half of the “wageworkers in the United States. In my 
judgment, we are lacking in our responsibility to our fellow citizens 
in not extending the assurance for a decent living to all of our workers. 

S. 1267 goes part of the way in taking in another 9 millions, and 
while I appear today in support of that bill, it would be my hope that, 
as we progress in accepting proper social responsibility by our eco- 
nomic system for the individual, even more workers will be brought 
under the protection of the law. 

Having been active in different business organizations and having 
been on many different business committees, I have frequently t taken 
part in the arguments on subjects such as minimum wage, and I 
have attempted to understand the opposition to a minimum-wage law 
and recently to extending its coverage. 

Whence comes the opposition. And how sound are the arguments 
of those who predict dire consequences for our economy if the mini- 
mum wage is extended to include some millions who do not now get 
as much as $1 an hour or $40 for a 40-hour week. 
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First, there are those who in the name of free enterprise, democracy 
or whatnot insist that everyone should have the right to sell his own 
services, and that it is in fact regimentation to have minimum wages 
set by law. Although they opposed the Wagner Act and have con- 
sistently opposed all social legislation, they now talk of complete, free 
collective bargaining for all as a right to which each individual worker 
is entitled for himself. 

But, of course, there are glowing inconsistencies in such opposition 
which, after all, is sheer nonsense. We do not have, and everybody 
recognizes that we cannot have, complete laissez-faire enterprise in 
the United States. Business itself has protection in a good many 
ways by legislative acts of Government. There is regulation of public 
utilities, rail and truck transport and communications, much of which 
helps corporations by raising rates as costs of operations go higher. 
Many other forms of business, such as sea and air transport, drilling 
for oil, the many manufacturing industries that are protected by high 
tariff rates, have subsidies of one form or another, direct or indirect. 
Farmers have subsidies. 

Business has been given assistance on behalf of national defense, 
but the individual human being whose health is to some extent predi- 
cated on diet and whose diet is predicated on purchasing power, is 
seemingly not thought of as a needed bulwark for national defense in 
the same way in which we think of machines in the factories of 
corporations. 

I am not belittling, nor would I minimize the importance of Gov- 
ernment expenditures for defense either in the field of the production 
of goods or in the maintenance of adequate military strength. But 
I would insist that it is completely inconsistent to oppose a minimum 
wage which would assure millions of people, who are not perhaps too 
well educated, largely unorganized, perhaps unskilled in many of 
their fields of labor, but all of whom are our fellow citizens and all of 
whom make their contribution to the welfare of our Nation, by partici- 
pating in any way that they can in our economic activities in peacetime 
and in service to our country in time of war. We have a responsibility 
to those who cannot take as good care of themselves as can those who 
are members of large organizations, whether they be business, labor 
or agriculture. If we would practice what we preach about democracy, 
and if we would abide by the tenets of our religions, a minimum wage 
is surely a must in a democratic economic society. 

Second, the claim is frequently made that small business cannot live, 
that big business will crush it, if small business enterprises have to 
pay a minimum of a dollar an hour to their employees. 

In the first place, some 10 million workers will still be exempted even 
after S. 1267 1s passed in its present form, and I am informed that the 
corner grocery, the corner. drugstore, the family-owned farm and 
countless other small business enterprises will still be allowed to hire 
relatives or others for less than a dollar an hour. If it is a matter of 
a family working together in a business or agricultural enterprise, so 
that the family living together has an aggregate income to give it a 
decent standard, I might have no quarrel with its exemption from the 
minimum-wage law. 

But I do question any enterprise, that employs relatives or non 
relatives who live apart and who have their own families, paying its 
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workers less than a minimum of a dollar an — on the ground that 
as a small business it must have this protection. I do not believe that 
any business enterprise, industrial or agricultural or commercial, 
should be helped by allowing exploitation of its workers. Again, I 
would not minimize the importance of giving proper assistance to 
small business in our economic system. But I cannot agree that low 
wages is a proper method of helping small business survive. This is 
putting the entire burden on the worker. Surely there are other forms 
of assistance that can be given small business such as tax exemptions, 
or loans at low interest rates, technical assistance and so forth. If 
we are going to subsidize small business the cost of the subsidy should 
be spread among all, and not imposed upon its wage workers. 

Third, we frequently hear the argument of States rights, and the 
need to limit Federal Government protection of individuals through 
defining interstate commerce narrowly. The Federal Government 
should not interfere in the proper rights of the States, and it is true 
that some States have minimum wage laws. But these are still rela- 
tively few. And as you know, Mr. Chairman, and as all members of 
this committee and of the Congress know from their vast political 
experience, the facts of political life are that State legislatures have 
frequently shown that they do not have the concern for the w elfare 
of the less well-off that the Congress has frequently shown. In giving 
protection to some 9 million workers in this act, the Congress is only 
adopting definitions which have been used in other legislation. Also, 
I suggest that the States rights argument is too frequently invoked 
when vested property interests are opposing social reform and prog- 
ress. We don’t hear as much of States rights when it comes to 
Federal aid to the building of roads or Federal aid to farmers who 
suffer from drought disaster. If Federal aid can properly be given 
to such, as I think it can and should be, then Federal aid ‘can surely 
be given to the hired hands. 

Fourth, extending the coverage broadly would contribute to further 
harmful inflation is an argument that has frequently been given. 
Here, too, I submit, that this also is nonsense, and cruel nonsense at 
that. Higher prices on manufactured goods resulting in higher prof- 
its and higher dividends have surely contributed far more to inflation 
than giving people who are now getting less than a dollar an hour an 
increase to a dollar an hour. Surely no one can take the inflation 
argument in opposition to extended coverage seriously. in any com- 
parison with the other inflationary forces that are now rampant. 

As a matter of fact, I think that extending the coverage will be a 
help to some business. It will increase the purchasing power of mil- 
lions of people who now live in want, so that they can afford more 
through a slight improvement in their standard of living. I do not 
think that any wage earner can support a family decently even on 
$40 a week, but if he is now getting less than $40 a week any increase 
to $40 a week will mean far more to him than a similar increase would 
mean to workers who are now earning substantially more. And how- 
ever he distributes that pure hasing power, it will help some busi- 
ness or agriculture enterprise. 

Henry Ford taught us over 40 years ago that good wages mean 
good business, but most businessmen have learned reluct: antly and all 
too slowly that high wages mean greater purchasing power and greater 
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purchasing power means better business for them. Some still haven't 
learned it. Now, I realize this is something of an oversimplification 
and that we must have high productivity w vith high wages, and that 
no individual element of our economy should get ‘out of hand. But 
some of our depressed soft-goods industries will be helped, and some 
of our agricultural surpluses will be relieved if people who are now in 
want, even though they may not actually be starving, can buy more 
food and a new dress or a new pair of pants. 

In fact, Mr. Chairman, I would urge as a basic rule of our free enter- 
prise system, that competition be based on skill and not on wages. I 
don’t think workers should be squeezed on wages to achieve lower 
costs than a competitor. Also, I think a minimum wage law is a 
protection to the decent employer in that it prevents those who haye no 
social conscience whatsoever in squeezing wages down so low as to 

make it difficult if not impossible, for the employer who recognizes 
the need, wisdom, decency of paying an adequate living wage. 

The philosophic 1 ralidity of the minimum wage law, and its economic 
validity seem so obvious to me that I frequently ask what the shooting 
is all about when the opposition clamors that it will destroy our 
economic system. On the contrary, the business community needs to 
learn much more than it has, that our economic system imposes certain 
social responsibilities upon us. A wage which will enable every 
worker to have a minimum decent standard of living for himself 
and his family is one of the elementary responsibilities of : any economic 
system. 

The Congress of the United States has responsibilities to business, 
to agriculture, to labor and to all of the other segments of our society. 
One such responsibility in my judgment, is for ‘the C ongress to pass 
legislation which will give all help when they need help. S. 1267 
will give help to those who are badly in need of help. 

They are among the unorganized, some may be uneducated and un- 
skilled, but none is unworthy. And I submit that they should not also 
be uncared for. 

I, therefore, urge upon you passage of this act. 

Thank you, sir. 

Senator Morse. Mr. Rosenthal, I am so impressed with your testi- 
mony that I would like to have you take a minute to make a statement 
on the record now about the National Consumers League of which you 
are chairman of the board of directors, because I think when people 
come to read your statement they are going to look immediately for 
what the record shows of your qualifications. 

And I think it would be a good thing to have you make a statement 
about the League at this point in the record. 

Mr. RosenTHAL. Iam a comparative newcomer to the League, Sena- 
tor, having been active in it for the last 4 or 5 years, whereas the League 
was founded in the very early days of this century, by a group of 
people who felt very strongly that long working hours, ee 
for women, child labor, the ‘impossible sweatshop conditions in a grea 
many factories in our United States, were assuredly contrary to every- 
thing that we liked to preach as to what our democracy should mean 
to all human beings, and they undertook to have laws passed by the 
various State legisl: atures, and also to sponsor before the Congr ess laws 
such as the 8-hour d: ay, working conditions in factories, certain of the 
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things that women and children needed for their protection in their 
jobs. 

I can’t go back into the history of all the specific pieces of legislation 
which they sponsored. They have been foremost among the organiza- 
tions that in the thirties sponsored every bit of the social and economic 
reform legislation that was successfully passed. 

And even though we feel that much has been accomplished in the 
last 25 years in improving working conditions for those in our fac- 
tories, on farm and in offices, we still feel, that there is a tremendous 
amount to be done. 

The minimum wage law with us isa must. We feel very deeply and 
strongly about it. 

Conditions of our migratory labor is another thing that concerns 
us very deeply. We feel that the 1 to 114 millions of our migratory 
labor, most of whom, born American citizens wandering around, the 
way in which we neglect them is a very sad commentary upon our 
lack of social conscience. That is a very brief and sketchy back- 
ground. 

And we still believe that despite the increasing strength of trade 
unions, despite the great amount of good that has been accomplished 
through your effor ts and that of others that we still have a long way 
to go “before we can be genuinely proud that our economic system 
affords the opportunity and the security to all to which all are en- 
titled. 

Senator Morsr. Well, Mr. Rosenthal, I was familiar, of course, 
with the work of the National Consumers’ League, but I wanted this 
record to contain the brief statement about it which you have just 
given. 

I want to say that in closing your appearance before us, that I 
think this statement you just made is so significant that I am going to 
take it out of this record after it is transcribed, and next week I shall 
use it as the basis for a brief comment to the floor of the Senate and 
insert the statement in the Congressional Record, because L think 
this statement ought to be made available to the Senate a consider- 
able length of time in advance of whatever bill comes out of this 
committee coming to the floor for discussion. 

And I want to not only congratulate you on your statement but I 
want to thank you that you give us this statement for the considera- 
tion of this committee in executive session. 

The subcommittee will now stand in recess until Monday morning 
at 10 o’clock at which time our first witness will be Mr. Rowland 
Jones, president of the American Retail Federation, to be followed 
by Mr. Clifford Allanson, New York Council of Retail Merchants, 
Albany, N. Y., and John C. Hazen, National Retail Dry Goods Asso- 
ciation, William A. Quinlan, Associated Retail Bakers of America, H. 
R. Nothrup, National Retail Lumber Dealers ane ‘iation, oe in 
Shapiro, American Merchant Marine Institute, John J. Riggle, Na- 
tional Council of Farmer Cooperatives, Joseph T. ein, Northwestern 
Lumbermens Association, and A. W. Koehler, National Association 
of Motor Bus Operators. 

We will stand in recess until Monday at 10. 

(Whereupon, at 3:45 o’clock p. m., the committee adjourned, to 
reconvene at 10 o’clock a. m., Monday, March 11, 1957.) 
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MONDAY, MARCH 11, 1957 


Unirep States SENATE, 
SUBCOMMITTEE ON Lapor OF THE 
Com™MITrEE ON Lapor AND PusLic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in the 
old Supreme Court chamber, United States Capitol, Senator Gordon 
Allott presiding. 

Present: Senators Allott (presiding) and Ives. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, 
assistant chief clerk; John S. Forsythe, general counsel; Michael J. 
Bernstein, professional staff member; and Joseph M. Stone, special 
counsel to the Subcommittee on Labor. 

Senator AtLorr. We will open the subcommittee this morning with 
a witness list which consists of members of various trade associations. 

For the benefit of all of those who are here, I might say that any- 
thing we can do to facilitate and expedite the statements will be 
very greatly appreciated by the committee, inasmuch as we have 
8 or 9 different persons to be heard and the hearing, conceivably, 
can run until approximately 12:20 or somewhere in that neighbor- 
hood. 

First to be heard this morning will be the American Retail Fed- 
eration, represented by Mr. Rowland Jones, Jr., accompanied by 
George W. Priehs. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION, WASHINGTON, D. C.; ACCOMPANIED BY 
GEORGE W. PRIEHS, VICE PRESIDENT, JOHN PRIEHS MERCAN- 
TILE €0., MOUNT CLEMENS, MICH. 


Mr. Jones. Mr. Chairman and gentlemen, our statement this morn- 
ing is so brief that I would like to read it in its entirety, if I may. 

Senator ALLorr. You may proceed. 

Mr. Jones. My name is Rowland Jones, Jr. I am president of the 
American Retail Federation, with offices at 1145 19th Street NW., 
Washington, D. C. 

The American Retail Federation is a federation of 38 statewide 
retail associations and 32 national retail associations, representing 
through their combined membership more than 700,000 retail outlets. 
The names of the member associations of the federation are: 
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Alabama Council of Retail Merchants, 
Inc. 

Arizona Federation of Retail Associa- 
tions 

Arkansas Council of Retail Merchants, 
Inc. 

California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Council of Retailers 

Illinois Federation of Retail Associa- 
tions 

Associated Retailers of Indiana 

Associated Retailers of Iowa, Inc. 

Kentucky Merchants Association, Inc. 

Louisiana Retailers Association 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, 
Inc. 

Massachusetts Council of Retail Mer- 
chants 

Michigan Retailers Association 

Minnesota Retail Federation, Inc. 

Mississippi Retail Merchants Associa- 
tion 

Missouri Retailers Association 


NATIONAL 











American National Retail Jewelers 
Association 

American Retail Coal Association 

Associated Retail Bakers of America 

Association of Family Apparel Stores, 
Inc. 

Institute of Distribution, Inc. 

Limited Price Variety Stores Associa- 
tion, Inc. 

National Appliance & Radio-TV Dealers 
Association 

National Association of Chain Drug 
Stores 

National Association of House to House 
Installment Companies, Inc. 

National Association of Music Mer- 
chants, Inc. 

National Association of Retail Clothiers 
& Furnishers 

National Association of Retail Grocers 

National Association of Shoe Chain 
Stores 

National Council on Business Mail 
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STATE ASSOCIATIONS 


ASSOCIATIONS 


The following members of American Retail Federation have taken 
no forma] position on this issue: Mail Order Association of America; 


Nebraska Federation of Retail Associa- 
tions, Inc. 

Nevada Retail Merchants Association 

Retail Merchants’ Association of New 
Jersey 

New York State Council of Retail Mer- 
chants, Ine. 

North Curolina Merchants Association, 
Ine. 

Ohio State Council of Retail Merchants 

Oklahoma Retail Merchants Associa- 
tion 

Oregon State Retailers’ Council 

Pennsyivania Retailers Association, 
Ine. 

Rhode Island Retail Association 

Retail Merchants Association of South 
Dakota 

Retail Merchants Association of Ten- 
nessee 

Council of Texas Retailers’ Associa- 
tions 

Utah Council of Retailers 

Virginia Retail Merchants Association, 
Ine. 

Associated Retailers of Washington 

West Virginia Retailers Association, 

Inc. 








National Dry Goods Association 

National Foundation for Consumer 
Credit, Ine. 

National Retail Hardware Association 

National Jewelers Association 

National Luggage Dealers Association 

National Retail Farm Equipment Asso- 
ciation 

National Retail Furniture Association 

National Retail Hardware Association 

National Retail Tea & Coffee Merchants 
Association 

National Shoe Retailers Association 

National Sporting Goods Association 

National Stationery & Office Equipment 
Association 

National Tire Dealers & Retreaders As- 
sociation, Inc. 

Retail Paint & Wallpaper Distributors 
of America, Ine. 

Super Market Institute, Inc. 

Women’s Apparel Chain Association, 
Ine. 


National Association of Food Chains. 

The Fair Labor Standards Act has been law for nearly 20 years. 
The minimum wage provaned by the law has been progressively in- 
creased to the present $1 level while the coverage has been constant 


for all practical purposes. 
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During the period in the late thirties when the bill, which ultimately 
became law, was under consideration, the President, the Secretary 
of Labor, and the chairman of the Senate Committee on Labor and 
Public Welfare made public statements to the effect that this legis- 
lative proposal should not include coverage of areas in the economy 
essentially local in character and indicated that the several States 
could best determine their own public policy in this area. 

In 1949, under a Democratic administration and a heavily Demo- 
cratic Senate and House of Representatives, extended and exhaustive 
hearings were held on extended coverage. Several bills to extend 
coverage were introduced proposing to broaden the law to reach 
the retail and service industries. 

Finally, after lengthy debate in the Senate, the decision was made 
in the negative. Instead, the law was amended to prevent the 
whittling away of the law by administrative interpretation by the 
Wage- Hour Division of the Department of Labor. The vote in the 
Senate was 50 to 2 

There currently “is underway a survey of retail wages and hours 
by the Bureau of Labor Statistics. The first collation and publica- 
tion is due in May of this year. The retail industry has voluntarily 
furnished al] data requested by the Bureau of Labor Statistics. This 
will be the first comprehensive survey conducted in this area and not 
until the several publications of the survey are released will the Ad- 
ministration and the Congress have the facts on retail wages and 
hours which intelligent and objective legislative processes require. 

The lowest wages in retailing are paid in communities of less than 
10,000 population, where the cost of livi ng, wage levels and working 
conditions are vastly different from those in the lar ger metropolitan 
communities. We predict that the results of the Bureau of Labor 
Statistics survey will confirm this clearly. 

Nearly 1,800,000 retail stores serve the consuming public in the 
United States. The majority are small in sales and employment but 
all are local operations, employing local people in all areas from the 
metropolitan area down to the village. 

Every legislative proposal to extend the coverage of Federal Labor 
Standards “Act, including several in the current session, and previous 
Congresses, have been based on the technique of segregating the larger 
retanlers along with the multistore companies from the great body 
of retailing, placing this segment of the industry under the statute 
and leaving the great mass of units in the industry under the present 
exemption. 

We submit that class or group discrimination in the application 
of a punitive regulatory statute is unsound and indefensible. The 
result would be ‘the creation of fantastic and ridiculous situations 
in which growth in sales or units would be penalized by stringent 
regulation | and increased costs of record keeping. 

The bills thus far in the present Congress would create a test of 
coverage of five or more units under the same ownership and control 
or on annual sales volume of $500,000 or more. Yet the Congress 
never has applied such tests in the present coverage provisions of the 
law for the production industries and other groups where the cover- 
age is complete regardless of volume of sales or number of units, 
indeed, it has never been seriously suggested. 
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The subcommittee has before it a bill introduced by Senators Morse, 
Murray, Neely, and McNamara (S. 1267). That bill has in it a pro- 
vision which extends the concept of “affecting interstate commerce” 
to any store which competes with any establishment which “affects 
commerce”. AFL-CIO President Meany in this very room a few 
days ago admitted under questioning that he didn’t know of a single 
business which was not in competition with another business which 
affects commerce. 

We believe that such a clause if enacted would completely destroy 
any right of a State to enact its own minimum-wage laws, except, 
of course, with the consent of the Federal Government, and the same 
would be true as to unemployment compensation laws and workmen’s 
compensation laws if the Federal Government then adopted the same 
clause in those fields. 

Such a clause would violate the very basis upon which our Consti- 
tution is founded; namely, the separation of powers. The police 
powers of the State to regulate local activities would become a nullity 
at any time the Federal Government decided to extend its own juris- 
diction and powers. 

As a close student of the retail industry in all of its ramifications 
and attitudes for more than 30 years, I respectfully submit that it 
would be most unwise for this Congress to adopt a policy favoring 
extension of coverage of this law to the retail industry without a thor- 
ough examination of all of the facts. The facts will not be available 
until full publication of the Bureau of Labor Statistics survey is 
available for study. 

The President has repeatedly stated that the Federal Government 
should not undertake the extension of Federal powers to areas in 
which the States can determine their own policies. The States have 
been enacting wage-hour laws with increasing frequency. Today 
there are 29 States with wage and hour laws and more are expected 
to follow suit in the coming year. 

This statement on behalf of the American Retail Federation does 
not represent the entire picture. We have submitted in hearings be- 
fore this committee over the past 2 years more exhaustive discussions 
of this issue. Because of the limitation of time on this hearing we 
must rest on the record already made. Other qualified witnesses 
from member groups of the Federation will supply additional in- 
formation. 

However, I would like to direct the subcommittee’s attention to the 
witness who will follow me. He is a gentleman from Michigan who 
will give the committee actual facts and statistics from his own busi- 
ness which prove the very arguments which we have labored to put 
before the Congress. We believe that his facts show conclusively that 
any increase in wage costs without an accompanying increase in pro- 
ductivity is purely inflationary and cannot help but be reflected in 
the price which the consumer must pay for goods. Such facts will also 
show that extension of coverage of the Federal wage-hour law to the 
retail and service industries will destroy job opportunities for thou- 
sands of temporary and part-time employees. 

I would like to summarize this brief statement by saying that the 
bills before this committee on the extension of coverage of the Fair 
Labor Standards Act, as well as the proposal submitted by the Secre- 
tary of Labor are fatally defective for two reasons: 
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1. They are grossly discriminatory in their coverage provisions. 

2. They are drafted without benefit of factual and ‘statistical in- 

formation as to the present situation on wage and hours in the retail 
and service trades. 

We strongly recommend that no decisions be made by this subcom- 
mittee or the Committee on Labor and Public Welfare until the facts 
are available. 

Mr. Chairman, I would like to rather informally make a comment 
or two on the Blum study, which is found in the hearings of last year. 

It appears to us that the Blum study was made in an effort to con- 
tradict and to nullify the statement of Dr. Jules Bachman, of New 
York University, which was put in the record of these hearings of last 
year. We have these comments on the Blum report: 

First, we believe that the Blum report is filled with assumptions and 
misrepresentations. On page 117 there is a presentation of data pur- 
porting to show the relative number of retail employees paid at least 
$1, 90 cents, and 75 cents, respectively. 

It is presented as a Labor Department estimate. What the report 
does not say is that the Labor Department, in offering this estimate, 
said : 

“These estimates are not derived from actual surveyed material. 
They are based on judgment, and it is difficult to assess their probable 
margin of error.” 

Since the estimate is the basis of many conclusions contained in the 
study, the qualifying remarks of the Labor Department should have 
been adequately presented and not ignored. 

Second, in the Blum report there is great reliance on the old and 
inadequate data. On page 53, when they speak of wage levels of de- 
partment stores and limited-price variety stores, we see: 

Unfortunately, the only statistics showing increases of earnings by age groups 
tries. 


13 


On page 131 of the Blum report we find this quotation : 


Unfortunatey, the only statistics showing increases of earnings by age groups 
and industries are not fully representative of the actual situation. 


On page 133 of the Blum report we find this quotation : 
We do not have the data showing the work experience in the retail trades. 


In addition, we find, Mr. Chairman and gentlemen, statistical mis- 
representations in the Blum study. On page 10 we find a comparison 
of average annual earnings of full-time employees in the retail and 
manufacturing trades, and also a comparison on the same basis of 
these figures with annual earnings in branches of the retail trade. 

The second figures, the annu: al earnings, are derived from different 
methods, including different classes of employees that are not com- 
parable. This is explained,.although inadequately, on page 128. 

Mr. Chairman, we could go into great detail in our criticism of the 
Blum report as a proper and adequate answer to the research material 
submitted in the Bachman report but won’t do so at this time. How- 
ever, we would like to have this sample criticism made a part of the 
record of this hearing. 

Senator Arrorr. I do not quite understand your request. Is it that 
the Blum report be made a part of the record? 
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Mr. Jones. No. We just wanted to have these several sample com- 
ments on the Blum report in the record, as part of my statement. 

Senator Attorr. Well, they are part of the record now. 

Mr. Jonrs. Thank you. 

Senator Atiorr. Any questions, Senator Ives? 

Senator Ives. No questions. 

Senator Atvorr. No questions. 

Our next witness is Mr. Priehs. 


STATEMENT OF GEORGE W. PRIEHS, VICE PRESIDENT, JOHN 
PRIEHS MERCANTILE CO., MOUNT CLEMENS, MICH. 


Mr. Prrens. Mr. Chairman and members of the subcommittee: 

My name is George W. Priehs. I am the executive vice president 
and general manager of the John Priehs Mercantile Co., Mount 
Clemens, Mich. I am appearing as a representative of the Michigan 
Retailers’ Association and the American Retail Federation. In addi- 
tion, I am a member of the National Retail Dry Goods Association. 

I am 49 years of age, married and a father of two daughters. I 
was educated in the public school system of Mount Clemens, Mich. I 
received my B. A. degree from the University of Michigan, 1930. I 
am employed by the John Priehs Mercantile Co., operators of a junior 
department store in Mount Clemens, Mich. My position is that of 
the company’s executive vice president and general manager. I have 
been employed in this capacity since June 1932. 

In the early 1930s I authored the book, “We Do $100,000.” one of 
the first written on small store operations. 

I was appointed by President Roosevelt as a member of a 7-man 
delegation from my State to attend the first Washington Conference 
on the Problems of Small Business. 

In 1940 I authored a series of 10 articles dealing with the problems 
confronting small store executives in small towns. This series ran in 
the Fairchild publications under the title, “Retailing in Smaller 
Towns.” : 

I was appointed and served as the small store representative on the 
Retail Trade Advisory Committee of the War Production Board dur- 
ing World War II. 

I have served at various times as a member of the advisory board 
of the small stores division of the National Retail Dry Goods Asso- 
ciation and as a member of the board of directors of the Michigan 
Retail Association, a group of several thousands of smaller retailers in 
this State. Iam listed in the Who’s Who of Industry and Commerce. 
What I am listed in there, I do not think is of any importance to the 
committee. I ama member of the American Institute of Management 
and the American Academy of Political and Social Science. | 


INFORMATION CONCERNING THE INDIVIDUAL SMALLER STORE, ITS OPERA- 
TIONS, PAYROLL, EMPLOYEE RELATIONS, WAGE SCALE AND HOURS ON 
WHICH THIS STATEMENT IS BASED 


The John Priehs Mercantile Co. owns and operates the Priehs De- 
partment Store. It began business in 1896 as a country general store. 
It is the largest volume store in Mount Clemens, Mich., a city of 20,000. 
Since 1932 until the close of business in 1956 its sales has increased from 
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Jess than $40,000 to slightly less than $2,000,000. Its daily operations 
requires the employment of 100 to 160 employees depending upon con- 
sumer demand at various times throughout the year. Our employ- 
ment is at its peak during December and at its lowest during the 
months of July and August. 


FACTS CONCERNING THE EMPLOYEES 


Over 50 of the company’s employees, 20 of whom are in executive, 
semiexecutive and administrative positions, have been on the com- 
pany’s payroll for 5 and more years. 

More than 35 employees, at their own request, work less than 30 
hours a week. These employees are classified as regular part-time 
employees. 

Over 70 of our employees are married women. Sixty of these mar- 
ried employees work because of individual preference rather than from 
economic necessity. Most of the income earned is spent for nonessen- 
tials rather than for necessities. The total loss of income by these 60 
employees would not affect the basic economy of their individual 
families, due to the fact that the chief source of family incomes is 
the husband’s paycheck. 

Fourteen of our employees are teen-agers, employed on their first 
salary-paying job. This income usually augments the teen-agers’ 
allowance. ‘The total loss of this income would in no way affect their 
respective family economies. 

Only 18 of the store’s employees can be classed as the financial heads 
of their family. Of this 18 only 9 have children between the ages 
of 1to17. The other 9 are heads of family where either the husband 
or wife is gainfully employed. 


WORK HABITS OF THE COMPANY S EMPLOYEES 


During the fiscal year 1956, we employed 286 persons in order to keep 
our average staff requirements of 139 employees filled. Seventy-two 
of the total of 286 have been on the company’s payroll as of January 
1, 1957 for 1 year and longer. The other 214 can be classed as tem- 
porary workers, being on the payroll from 2 days to less than 8 months. 
Only 6 were dismissed for reason, the remaining 208 left our employ- 
ment for the following admitted reasons: 


Husbands did not approve of full-time employment at the store_____--_-_~_ 49 
POONCR Oca aed es Be NS ie oa scoala Brmtctelae op tatoin elle tae Godedor onan aid 7 
meeved from Che elt Ok ea ak Sid gee J Sa | 23 
Accepted employment for a limited time only, and that is around Easter 

and: Chidatnias, Ane 80. fOrtDn sent incendie Biaichiiph capa ernbnapiiatiiascairtigiiainesl 67 
After being employed by us, decided they did not like retail work______--~~ 26 
Beco’ Cet TROy Gi NOS WORE GO: WORK oan ooo cece ena 30 
E- 0) Ce Unter GREG. itn sbdd te deeb btindte cme cicndeu 27 


These statistics—being the personnel manager of the store, I have 
an interview with these people when they leave, and these were the 
statistics that were compiled from these severance interviews. 

From these severance interviews, conclusion must be reached that for 
many, employment in retailing is considered by employees as tem- 
porary and not a means for economic existence. In this respect re- 
tailing holds a unique place as an employer. 
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QUALIFICATIONS POSSESSED BY EMPLOYEES 


The great majority of the 208 employees referred to, entered the 
company’s employ ment during 1956, had little or no previous retail 
experience. Judged by existing industrial standards, the majority 
would be classified as inexperienc ced trainees not ¢ apable of producing 
the minimum proposed by the extension of FLSA. 

A considerable number of employees entered the company’s employ- 
ment with little or no desire for permanent employment. The great 
majority had no economic need for permanent employment. 


THE COMPANY'S POSITION AS AN EMPLOYER 


In our community the company acts as the largest employers of 
part-time, nonpermanent and inexperienced workers. Unlike indus- 
try, our employment needs and demands permit us to employ mar- 
ginal and part-time workers who periodically enter the employment 
market to occasionally augment the family income to purchase non- 
essential extras. We can absorb these occasional workers due to the 
seasonable sales patterns of retailing. 

In that regard, our town is similar, the conditions that exist in our 
town are similar, to those which exist throughout the Nation. The 
employment of these in-and-outers helps to keep the cost of retail 
distribution down without creating a financial hardship to the tem- 
porary worker. 

THE COMPANY'S WAGE PATTERN 


Due to the inability of retailing to even out the spread of con- 
sumer demand throughout working day, week, month, or year the 
average productivity ‘of the retail employee fluctuates from 0 to 100 
plus per hour. The inability of retailing to regulate consumer de- 
mand, it becomes an operational must to correlate the average retail 
employee’s salary to the number of consumer dollars of merchandise 
sold. Rates of pay are based upon individual sales productivity over 
a given period just as industrial rates of pay are based upon product 
productivity. 

Unlike industry, retailing cannot control the hourly productivity 
of the great numbers of its employees. The rate of hourly produc- 
tivity depends for the most part on the whims of the consumer, not 
in the slowing or the increasing of the speed of an assembly line. 
To tie the rates of retailing pay to an hourly rate is to confess to a 
total ignorance of the basic employment problem in retailing. To 
deliberately confuse retailing with the problems of industry is to 
perpetrate a great fraud for the selfish interest of the perpetrators. 


EXTENSION OF FLSA AND ITS PROBABLE EFFECT ON PART-TIME EMPLOYMENT 


The Fair Labor Standards Act was originally designed to treat 
with the labor problems confronting industry. If these standards 
are applied to retailing without qualifications, it is more than a 
probability that retailing will be forced to give up its important 
role as the largest employer of part-time, tempor ary, and inexperi- 
enced workers. If this happens, a large body of useful workers will 
be eliminated from the Nation’s work force, causing serious disruption 
in our economy. 
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EXTENSION OF FLSA AND ITS EFFECT ON CONSUMER PRICES 


In face of the net profit of 1.4 percent, shown by our company, the 
additional payroll expense which the extension of FLSA will create 
must of necessity be passed on to the consumer public. Our company 
cannot absorb the increase. This additional cost will approximate 
an 814 percent increase in commodity prices. This increase will 
contribute a substantial addition to the inflationary force already 
threatening our entire economy. 
ne Au.orr. May I inquire here rather than coming back to 
this ¢ 

Mr. Priens. Yes. 

Senator Attorr. This statement that the additional cost will ap- 
proximate an 814 percent increase in commodity prices, does that 
refer to your own business? 

Mr. Prreus. It refers to my own business; yes, Senator. I am talk- 
ing only from what I know, Senator. 

Senator Aunorr. Thank you. 

All right, sir. 


INABILITY OF THE COMPANY TO ABSORB THE INCREASE IN PAYROLL COSTS 


Mr. Prius. The proposed extension of the present Lair Labor 
Standards Act to cover all or part of retailing will entail additional 
payroll costs. If this cost is not to be added to existing consumer 
prices, it is necessary that retailing shall be able to absorb the addi- 
tional payroll costs. 

To determine retailing’s ability to absorb this additional cost it 


is essential to examine what retailing does with the consumer’s dollar 
it receives and how much of this dollar is retained as profit. For 
this purpose the operating statement of my company is submitted 
for examination. 

And, Mr. Chairman, if there is any question about the facts con- 
tained, we will allow the committee to appoint any outside auditing 
firm to come to our firm to substantiate the facts I am quoting 

Senator Atxorr. Well, I am sure that is a very fair proposition, and 
that will be noted in the record. 

Mr. Prizus. Now, as to how the company spent the consumer dollar 
it received in 1956: 

Cost of merchandise 
Payroll costs, all 
Real estate and occupancy cost—that includes repairs, and that sort of 

NTN cat. hiner steed 1 
Advertising and display ; 2.63 
INS So acest cictieeds Seales atacbagulces to ata os ed cocoa nae etcetera ch il evans Sa acs as notnaes 2. 43 
IN asta cin sepa cating <i ai sta apie deacon ee ian tae ds op a . 69 
Incoming freight .0S 
SP <r I i alanine sinc oe AMR lew ik eatin sd Saiaclole clbon aichactoaah eh bedoed . 89 
Oe: UA NNN acres reeked ts ences Latin perc eneeatnie . 67 
Depreciation . 66 
REINO so fai ei ees sri ascii i aa le cadiataiga eae page BS ara iiaimsi eyssige-eacerearomiotonsnpeiapaeire .41 
Telephone, postage, ete 38 


Total 98. 61 
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And I would like to say that what I have quoted here is a summary 
of about 80 or about 100 expense accounts. I did not want to bother 
to quote all of them, but they are right in here, sir [indicating 
document]. 

Retained as profit, 1.39. 

The profit margin shown by retailing has during the past 10 years 
been reduced from 8.9 percent experienced in 1947 to 1.39 percent in 
1956. 

Senator AtLorr. Since we have already interrupted your statement, 
may I ask you, so as to be sure it is clear: 

This 1.39 percent profit you speak of in 1956; is that after taxes, 
or what figure is that? 

Mr. Prreus. That is on gross sales, and that is after taxes—Federal 
and State and local. 

That is the retained profit, Senator. 

The profit margin shown by retailing has during the past 10 years 
been reduced, as I say, from 8.9 percent experienced in 1947 to 1.39 
percent in 1956—and I am talking now about our particular opera- 
tion, but percentagewise it is similar to other operations, I understand. 

The reduction of the profit margin during this period has been the 
result of cost absorption by retailing without a corresponding increase 
in consumer prices. 

And by that statement I do not mean the consumers’ price was in- 
creased because of increase of manufacturing prices to us—you under- 
stand what I mean by that statement, sir. 

The present profit margin allows for little or no further cost 
absorption. 

Any increase in payroll costs must be passed on to the consumer in 
the form of retail price increase if retailing is to retain its economic 
health. During 1957 retailing will be faced with other increased 
operating costs in freight rates—and, by the way, I think the ICC 
has already granted a 7-percent increase and there is more in the 
making; local and State taxes—Senator, just before I left Mount 
Clemens to come to Washington, our personal taxes were raised from 
$70,000 to $100,000; supplies and public utilities—I understand that 
in our State—I may be wrong, but I understand that the electrical, 
the telephone, and the gas people are asking for an increase in rates. 

The extension of the Fair Labor Standards Act would add a sizable 
percentage increase to operating costs far above retailing’s ability to 
absorb. 





COMPARABLE PAYROLL COSTS BEFORE AND AFTER EXTENSION OF THE FAIR 
LABOR STANDARDS ACT 


For purpose of illustration, the payroll costs shown below is based 
on my company’s average weekly payroll showing average number of 
employees and employment classifications. 

The store is open 6 days and 1 night a week for a total of 56 
hours. The employees’ workweek is 44 hours, plus time and a half 
for any overtime. Under the proposed extension, the store hours 
will remain the same, the workweek will be 40 hours at a minimum 
of $1 an hour for the lowest classified employee, plus time and a half 
for overtime. 
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Proposed payroll under Fair Labor Standards Act 


60 salespeople, at $46 (4 hours overtime) ____-______________________ $2, 760 
12 assistant department managers*, at $69........___._..--_-_-_---_---_ 828 
3S eer maneeere? Ob SAO iss vii nk th ntivdiieceen-incncdannee 1, 590 
I eT TOE ae wes eee 465 
OS maiemance-orivers-janivore © at 900... ee 414 


15 part-time employees* at $30 





ee eiceeee as wees aeeonie ees into ation rae cscs aetanin ets 450 
20 miscellaneous employees* (15-percent adjustment) .........._-____ 2, 625 
Total payroll weekly, Fair Labor Standards Act._____._..-----_- 9, 132 


And I have a footnote: 

Since the extension of the Fair Labor Standards Act is not based 
upon increased individual productivity but rather on involuntary and 
forced salary upgrading, it will be necessary for our company to 
upgrade all employ ees designated by an asterisk. If this is not done 
our entire organization w ill be wrecked by selected salary upgrading. 
Under the Fair Labor Standards Act, the store will be forced to 
adjust all salaries by a minimum of 15 percent. 

The minimum—the payroll rise is not just $1 an hour, Senator. 
If you are going to give the lowest classification $1, you must raise 
the rates of every body else or you will lose them. 

Senator Ives. You mean storewide? 

Mr. Priens. Yes, sir; and we would have friction and we would 
lose a lot of people; it is just human nature. 

Senator Atitorr. And you have shown that in your schedule under 
your proposed payroll. 

Mr. Priens. That is right; we guessed a 15 percent adjustment for 


that. 

Now, our payroll during 1956: 
60 salespeople, at $32.50 (including overtime) —~._____--_______-_______ $1, 950. 00 
12 assistant department Oars: OS GO sos ca ittncicgis anh eee 600. 00 
12 Genet TNS Oen, Bt GI oe eee cece een atn memes 1, 200. 00 


I  ccpnbsrsdlinnines poeta tenleono mene 350. 00 
G drivors-samroore, Onc... OC eoe.~— + ~ n gee Re te 360. 00 


Ne | 2 | et ae ; 337. 50 
Be: SRD CERIAOOTS “GITIONNs 6 oct ss sk he hk ee ee ec eck A FEROO 
En a PO I ann Sc ice rn he ee ee ois 6, 547, 50 


Also, Senator, there are discounts to employees on their purchases, 
10 to 20 percent, and they are not included in the figures. 

Also, there are fringe benefits. 

By the way, a fringe came in very lately. Senator, I think that 
you should know that retailing was the first group of employers 
that gave vacations, gave paid holidays, gave discounts on their pur- 


chases. 

Now, let us take the comparative annual payrolls: 
as TATE TRO ee ee Na $474, 864 
MT ROM Wen cee wo ee 340, 470 
PRUNE) TOOT SUC ni oe esipstcncw me hn remem ibndd meme esnnninte 4 34, 304 


Senator Ives. May I interrupt? 

Mr. Prrens. Yes, sir. 

Senator Ives. A little earlier in your statement, on page 5, you said 
your retained profit was 1.45 percent. 

Mr. Prrens. That is right, sir. 
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Senator Ives. I do not note anywhere in your statement the actual 
dollars that represents. Will you show that to me? 

Mr. Priens. Yes, sir; around $2 million. 

Senator Ives. Your profit is $2 million ? 

Mr. Priens. Oh, no, Senator, no. You want to know what our 
profit is? 

Senator Ives. Yes. 

Mr. Prieus. I will get it for you here. I have it here. I only usu- 
ally make these available to another branch of the Government, but, 
since I have them here this morning, I will be very glad to give them 
to you. 

Senator Ives. I should judge it would be around $30,000. 

Mr. Prrens. $34,113.31. 

Senator Atiorr. $34,000 what? 

Mr. Prrens. $34,113.31. 

Senator Ives. Then you actually, on that basis, if your volume was 
no greater the following year than it was in 1956, you would be in 
the red about $115,000 ? 

Mr. Prrens. I think I make a point of that later on, Senator. 

Senator Ives. All right. 

Mr. Priens. Conclusions to be drawn from the increased payroll 
under Federal Labor Standards Act: 

The total additional charge to our payroll under the extension of 
Federal Labor Standards Act would amount to the staggering total 
of $147,569.56, or more than three times our gross operating profit of 
$59,611.06 before taxes. If we were willing to operate our Tuisihons 
on a break-even point, there would still remain an additional $87,- 


958.50 that would have to be passed on to the consuming public in 
the form of price increases. 

Mr. Jones. Yes; something very, very important. 

Mr. Prrens. Yes, Senator; very important. It is not just the pay- 
roll, but there are incidentals, and let me quote this; I missed it. 


ADDITIONAL PAYROLL COSTS CAUSED BY EXTENSION OF FEDERAL LABOR 
STANDARDS ACT 


The additional payroll costs of $149,117.53 under Federal Labor 
Standards Act will cause the following additional incidental payroll 
charges. 

We have an additional social-security charge of $3,051.95. I think 
our rate is 1 percent in the State of Michigan. 

We have the additional unemployment tax of $1,356.40. 

We also have an increase in our workmen’s insurance and that is 
based on the payroll, $438.41. 

There is an increase in vacation pay and we pay for them on their 
vacation what we pay them weekly; it is based upon that, so we 
would have an additional cost of $4,020.75. 

And there would be an increased annual bonus. Bonus pay is based 
also upon what they receive in salary and throughout the year it will 
be $1,500.05. 

Then there will be increased payroll record costs. We project that 
we will need almost a full-time person and a half to take care of all 
of the records that the Labor Department will require us to keep, and 
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that is getting to be an expense today which is fantastic, and that 
cost will be increased $2,808. 

That will make a total additional incidentals of $13,175.51. 

Now, to return to the conclusions to be drawn, the total additional 
charge to our payroll under the extension of Federal Labor Standards 
Act would amount to the staggering total of $147,569.56 or more 
than three times our gross oper ‘ating profit of $59,611.06 before taxes. 
This is gross and not “net operating ‘profit. 

If we were willing to operate our business on a break-even point, 
there would still remain an additional $87,958.50 that would have to 
be passed on to the consuming public in the form of price increases, or 
we would go broke. 

If the extension of Federal Labor Standards Act 

Senator Ives. I have another question. 

Referring to the amount of income your company received, to which 
you refer on page 6, the officers—you are the president, I take it. 

Mr. Prreus. No, I am vice president. All the salaries are in there. 

Senator Ives. All the salaries are in there ? 

Mr. Prirens, And I should like to quote that the officers of our 
corporation, which are four, take out the magnificent sum of $17,500. 

Senator Ives. You mean all the officers ? 

Mr. Priens. That is right. 

Senator Ives. What do you live on? 

Mr. Priens. Well, I get—Imean, I get a $6,500 salary plus 1 percent 
bonus on the net profit. 

Senator Ives. What does the president get ? 

Mr. Prieus. The president happens to be my mother and she gets 
the magnificent sum of $7,000. 

Senator Ives. It is a family corporation ? 

Mr. Prrens, It is a family corporation, Senator. We have never 
had a dividend since 1935. We have used that profit to create more 
employment opportunities for the town, because in 1932 we had 7 
employees and now we have on the average 135. 

Senator Ives. I have some understanding of your problem because 
I was brought up in a small community and my father was a small 
retailer there in the corn and feed business, and I know something 
about this and I know something about the profit and I think that 
your 1.45 is somewhat more—accurately, I slic he came out with 
1 percent. 

Mr. Priens. Well, to make a big point, you see, Senator, why | 
brought this up is that we have some friends on the other side who 
have the idea that ret: ailing is rolling in wealth and we have a lot 
of people on the other side who are dead set against big corpora 
tions and small, and I can only say that the big corporations are not 
threatening our existence ; the only thing threatening our existence is 
when they ‘do not want to do any work. 

May I go on? 

Senator Ives. Pardon the interruption. 

Mr. Priens. If the extension of FLSA should include our company, 
with retail sales of approximately $2 million, we would have to increase 
our prices by 814 percent just to cover the increased payroll costs. 
Unfortunately, retailing is also faced with other increased operating 
costs. The ICC has alre: ady er anted freight increases. State and local 
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taxes promise a definite increase. Many public utilities have asked 
for rate increases. 

Retailing cannot absorb further increases in operating expense and 
it is reasonable to predict that if retailing is further burdened with 
the extension of FLSA, retail prices will be raised in excess of 10 
percent, and that is because of these additional taxes and freight and 
so forth and so on, thus further reducing the purchasing power of the 
consumer dollar to the lowest depth in the history of the countr y. 

Summary and concluding statements concerning the proposed exten- 
sion of FLSA to include re tailing : 

It is the sincere hope of the writer that those charged with the 
responsibility of judging the economic wisdom of extending FLSA 
to cover retailing large and small, located in large or small communi- 
ties, shall carefully weigh the total effect such extension shall have on 
both our national economy and especially the individual consumer. 

The following is offered to help in reaching a fair and honest con- 
clusion : 

1. Many people employed in retailing do not depend upon the wages 
or salaries paid by retailing as the sole financial support of their in- 
dividual family unit. The earnings serve only to augment the family 
income helping toward the purchase of nonessential extras. 

2. Many people employed by retailing can be classed as inexperienced 
and unskilled, offeri ing their services on a temporary or part-time basis 
as serves their individual preference and personal convenience. 

3. The rate of pay in retailing for the most part must of necessity 
be intimately related to sales pr oductivity rather than on purely hourly 

rates, due to the inability of anyone to regulate and even consumer 
demand to secure a relative stable hour productivity throughout the 
work week, month, and year. 

4. The problem of hourly productivity in retailing is in no way 
similar to the regulated productivity possible in most of industry. 

5. The proposed extension of FLSA and its corresponding increase 
in wage rates is in no way related to increased productivity and that 
the proposed extension is nothing more or less than a basic wage boost 
which lends itself to increasing the inflationary pressures threatening 
our economy. 

6. The pressure for the extension of FLSA does not come from re- 
tail employees, but instead the pressure is coming from industrial 
labor organizations and leaders unfamiliar with the working condi- 
tions and problems of retailing. 

I would like to qualify that statement, because the majority of re- 
tail employers are not organized, because they do not want to be 
organized. 

7. The increased payroll costs, the extension of FLSA demands 
must be passed on to the consumer because of the inability of retail- 
ing to absorb this additional cost. 

8. The corresponding increase in consumer goods will substantially 
raise the cost-of-living index causing further and substantial raise 
in industrial wages which are by contract tied to this index. 

9. The proposed extension of FLSA will serve only to increase the 
inflationary pressure which is dangerously threatening our present 
economy and economic well-being. 

The extension of FLSA to cover retailing large or small or both will 
serve only to raise consumer prices without a corresponding increase 





® 


Ww 


ye 


6) 
m 
a 


ar 
$1 
m 
be 
st: 


ha 


en 


$1 
Co! 


are 
the 








MINIMUM WAGE PROTECTION 525 


in the productivity of retail workers and, again, adding dangerous 
weight to inflation forces dangerously threatening our economy. 

In conclusion, I would like to add that under Secretary of Labor 
Mitchell’s formula only our store and two other stores which happen 
to be part of a national chain would be covered. There is our store, 
a furniture store, and a national chain that will be covered. 

Two hundred and thirty-eight would be exempt. Under the Morse 
bill only a very small percentage of the stores would be covered. 

Thank you, gentlemen. It was a privilege to testify before you and 
I hope that the information which | am giving from firsthand knowl- 
edge will be helpful to you. 

Senator Attorr. Mr. Priehs, I have a couple of matters I would like 
to go into slightly with you. 

First of all, how much of your purchases were made of the $2 million 
sales across State lines, so that they would come within the proposi- 
tion of Secretary Mitchell 4 

Mr. Prieus. Senator, any store that does $100,000 to $200,000 in 
volume will get 60 percent to 70 percent of their merchandise out of 
State. 

Senator Axtuorr. Now, what percentage of your $2 million sales 
would be actually 
Mr. Prrens. I would say—well, I will have to break that down. 

Senator Atiotr. Here, I believe—— 

Mr. Prieus. I have my operating statement here and I can give 
you that figure. 

Senator Attorr. Here you show the cost of your merchandise at 
65.9 percent. That is just about 66 percent and 66 percent of $2 
million would be $1,320,000. That would represent actual purchases of 
goods sold. 

Mr. Priens. Well, let me use the 1955 statement. In the 1955 fiscal 
year, the cost of goods sold was—we only did $1,602,000 that time, 
and I will give you the actual figures in 1955, the cost of goods sold was 
$1,056,188.47 and I would say that since we deal mostly directly with 
manufacturers, I would say over $900,000 of that was bought—I may 
be wrong, but I will give you as close as I can, about $900,000 was inter- 
state commerce. 

Senator Atiorr. So the proposal made by the Secretary would not 
have included you in 1955? 

Mr. Priens. No, sir, but will this year because our volume is up. 

Senator Atiorr. And 100 employees—he gives an “if” there. He 
gives you “and/or.” 

Mr. Prreus. That is what I mean, but I would be under the “100 
employees.” 

Senator Artorr. Now then, Mr. Priehs 

Mr. Prrens. I am both, now. 

Senator Attorr. Now projecting the figures as you gave them for 
$1956, if 66 percent of your total sales of $2 million represents the 
cost of goods, merchandise, that would be in round figures $1,320,000. 

Mr. Prrens. That is right. 

Senator Atxorr. Cost of merchandise. 

Mr. Prrens. That is right. 

Senator Atxorr. And how much of that would be in goods that 
are bought over the State lines coming under the concept advanced by 
the Secretary of Labor? ; 
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Mr. Prrens. I cannot give you an accurate figure. As an estimate 
I would say over $1 million. I would qualify that. 

Senator Atxorr. You believe it would be? 

Mr. Priens. Yes, sir. 

Senator Ives. Based on previous years’ experience ? 

Mr. Prrens. Yes, sir, Senator, it would. 

Senator Atiorr. Now there is another matter. You fix or you 
relate your percentage of profit in all instances to gross sales. 

Mr. Prrens. That is a retail method of doing it, Senator, every- 
thing is based on the retail dollar. 

Senator Atiorr. What is the relationship to capital investment ? 

Mr. Prrens. Well, I cannot give you that because unfortunately 
T am a book merchant to some extent and historically we say this, 
without the consumers’ dollar there would be no organization, so we 
take the consumers’ dollar and we have to break that up, so much for 
merchandise—when we make our budget—so much for payroll, so 
much for all of these other expenses. 

We do not feel in retailing—many stores, like your discount houses, 
will have less capital, they are a new organization; a firm like ourselves 
would have a little bit more because in our business, to get credit, we 
have got to have a good credit rating and that means you have to 
retain a good cash position. 

I do not think it is at all good business to retain all that cash in 
your business, but at the present time I am very fortunate because 
a retailer cannot go to the bank today and get inventory loans, they 
are tightening up for good, so the average well-operated store retains 
quite a good cash position. 

Senator Attorr. Well now, in your own situation, may I inquire, 
is this a completely family-held corporation ? 

Mr. Priens. It was not until about 5 years ago and I bought in 
myself, I bought it in our of earnings, my own earnings, sir. It is 
now a completely family-owned corporation. 

Senator Atrotr. Now what would you say with respect to the argu- 
ment advanced by the proponents of the bill S. 1267 that, regardless 
of the fact that there are some people who may work part time or 
you may even have students working, that those who do work for 
full time could not work for less than $1 an hour and maintain a good 
standard of living? 

Mr. Prreus. I think those people have been dishonest, or, let me 
say—strike that—that they have distorted the facts to suit themselves, 
because the people who have been on our payroll for 5 years or more 
certainly are making more than $1 an hour. 

And I will say this to you, Senator, anybody in retailing who is 
qualified and wants to work at retailing, if they had all the back- 
ground necessary to become a good sales person, would not have to 
work for less than a dollar an hour. But a lot of these people are 
submarginal and to show you how submarginal they are, Senator, I 
have brought here applications for the last month and our qualifica- 
tions are stated right on here. 

They are people, for instance—I would like to run, Senator, through 
the type of people that we employ. Here is one with 2 years of high 
school, waitress. Understand, they are all looking for jobs, too. 
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This is a small community and these are some of the many people 
who step into our employment office, on the second floor, and they are 
looking for a job. These are submarginal or marginal workers. 

I have another person here that had a low high school grade. She 
was a stenciler in an office, she is looking for. employment because it 
was closed down, this particular place went out of business—and there 
is a lot of that going on, a lot of small places are closing down. 

Here is another person with 2 years of high school, and she was a 
waitress—and, incidentally, Senator, these people that want jobs, 
actually, they could make a lot of money at the beginning if they would 
go and become a waitress, it is a wonderful occupation 

' Senator Axxorr. Let us go at this another way; and I do not mind, 
if you wish to tabulate that in some way, and place it in the record. 

Mr. Prieus. I have not tabulated it. 

Senator Axorr. I say, if you wish to tabulate it as illustrative of 
this point, that will be accepted for the record. 

Mr. Priens. May I qualify. I think perhaps you may think I was 
evading an answer to your question. 

What I was going to say was that retailing is based upon produc- 
tivity, it is how much the girl takes in per week. 

The average girl, I think, the salesperson, gets about from 8 to 12, 
11 percent, depending on the department she is working in, of the 
consumer’s dollar that she takes in. 

I have a girl, for instance, who works in the rainwear department, 
where there are seven other clerks. She is of average intelligence and 
she makes about $52,000 worth of sales a year, and the people to the 
left and right of her make $16,000 or $17,000 a year. 

Now, of course, this girl who makes $52,000 worth of sales a year is 
going to make a lot more than these other girls. 

Now you understand, Senator, these other girls have the same op- 
portunity as this other girl. The customers are there, but they do not 
exert themselves, or they do not have the interest or enthusiasm of this 
other girl. 

Senator Atxorr. I assume that your point is that the only way 


you can measure productivity in the retail industry is by the amount 
of sales. 

Mr. Prrens. That is right. 

Senator AtLorr. Now I did not notice in your statement any sta- 
tistics or figures on the number of people who actually earned less 
than $1 an hour. Y 

Mr. Prrens. Oh, 1 think I did, Senator. There are 60 sales people, 
on the average, earning less than $1 an hour, on the average—I am not 
going to try to fool you on that. 

Senator AtLotr. Well, maybe I overlooked it. 

_ Mr. Prieus. I think I say 60 in the statement, I think in our payroll 
in 1956. 

Mr. Jones. Yes, sir. 

Mr. Prrens. And not one of them is discontented. 

Mr. Jones. That is on page 7. 

Senator Atiorr. Yes; you do have it in there. 

Mr. Priens. Yes, sir. 

Senator Atiorr. Now, this is an average ? 

Mr. Priens. Well, maybe this will give you a better picture. 
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Our starting wage is $30, plus 1 percent of sales. That is for a 
44-hour week, plus—pardon me; the first year they get 10 percent 
discount, and the average discount check thr oughout the year is around 
about $50, which is additional, that they cannot make any other place 
at all, that is additional. 

And they get all paid holidays, they do not have to qualify for 
that, they do not have to be there 5 or 6 years, they get paid holidays 
provided they are there the day before the holiday and the day after 
the holiday; if they are on the payroll 52 weeks, they get 9 days’ 
vacation with pay. That is not overly generous, but that is the aver- 
age, about, for retailing throughout the country. 

Senator Auxorr. All right, sir. Thank you very much. 

Our next witness is the New York State Council of Retail Mer- 
chants, Inc., represented by Mr. Clifford A. Allanson. We are happy 
to have you with us, Mr. Allanson. 


STATEMENT OF CLIFFORD A. ALLANSON, EXECUTIVE DIRECTOR, 
NEW YORK STATE COUNCIL OF RETAIL MERCHANTS, INC., 
ALBANY, N. Y. 


Mr. Attanson. My name is Clifford A. Allanson. I am executive 
director of the New York State Council of Retail Merchants, Inc. 
Prior to that I spent twenty-odd years in the retail business directly, 
and served as consultant for the OPS, during its existence, on small 
store problems. 

Senator AtLotr. Just so it will expand the nature of your testimony, 
what was the nature of your retail experience—small town or lar ge! 


Mr. Atnanson. It was in a city of approximately 25,000, and I was 
the controller and store superintendent of a store, doing about $1,- 
250,000 worth of business, tor about 13 years, and then for about 12 
years I owned a specialty store, women’s and children’s wear, which 
T owned, operated—family-owned. 

Senator Antorr. Thank you very much. It is always helpful to 
have a little bit of background. 

Mr. ALLANSON. And prior to that I had been a banker; and a 
national bank examiner back in the twenties. 

Senator Atitorr. Thank you. 

Proceed. 

Mr. Attanson. Now, gentleman, we appeared before this commit- 
tee 2 years ago, and I am going to endeavor to avoid all possible 
repetition in our present: ition today, as I assume our previous ap- 
pearance is in your record. 

Senator At.orr. It is, and a record will be made here, too. 

Is it your wish to just comment on this statement and have it placed 
in the record, or do you wish to read it ? 

Mr. Artanson. On this statement, if you want to expedite the time, 
I will try to avoid running through the details, or any repetitions, as 
I assume that my current statement will be placed in the record in 
full. 

Senator Atxorr. Very well. It will be placed in full in the record. 

(The prepared statement of Mr. Allanson follows :) 
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MEMORANDUM ON RetTar AND Service. TRADES EXEMPTION FROM THE Farr Laror 
SranpDarps Act SUBMITTED BY NEw YoRK STATE COUNCIL OF RETAIL MERCHANS, 
Ine., ArBany, N. Y. 


My name is Clifford A. Allanson. I am executive director of the New York 
State Council of Retail Merchants, Inc. I am appearing before you On behalf 
of our council, consisting of retail merchants of all sizes and types, located 
throughout the State of New York.. We had the privilege of appearing before 
your committee at the hearings in April 1955. I shall, therefore, endeavor to 
avoid repetition of our previous testimony. 

Since our previous appearance, a new minimum wage board in our State has 
been activated and the resultant order became effective on February 15, 1957— 
less than 1 month ago. 

OUR POSITION ON MINIMUM WAGES 


I would like to reiterate our previously stated position with regard to minimum 
wages. The New York State Council of Retail Merchants cooperated in the 
development and enactment of our State minimum wage law in 1937. We have 
worked closely with minimum wage boards of 1945, 1952 and 1956, in wage 
studies and in the drafting of wage orders under the law. We believe in mini- 
mum wage legislation and we believe that we have a good law in our State. 


THE PURPOSE OF MINIMUM WAGE LEGISLATION 


Our New York State minimum wage law provides that minimum wage stand- 
ards shall be set which “shall not be in excess of an ameunt sufficient to pro- 
vide adequate maintenance and to protect th. nealth”’ of employees. There has 
been no indicated intent on the part of our State legislature or on the part of 
the Congress that minimum wage legislation was to be used for any other pur- 
pose, such as controlling wage levels generally or exerting an economic effect 
on our people generally. 


THE PROBLEM OF DISCRIMINATION 


If the principie that the intent of minimum wage legislation is the protection 
of the marginal worker against the payment of unconscionably low wages, lower 
than the amount necessary for the health and welfare of the individual, it should 
be abundantly clear that the purpose of legislation is not served unless such 
legislation applies to every worker, regardless of the size of the establishment 
by which he may be employed. This is true in New York State. It is not true in 
the proposals which lie before you. The protection of the murginal worker is 
far too important to be tampered with in any way that might carry the slightest 
implication of political considerations. 

It is demonstrably true that small business today finds itself in a difficult com- 
petitive situation and such steps as may be taken by the Congress to alleviate 
difficulties inherent in the struggle for growth, or even of survival of small 
business, are urgently important. To attempt to extend a benefit to small 
business by means of a variable in the application of minimum wages is not 
desirable, nor is it effective. In this regard, I should like to refer to pertinent 
extracts from House Report No. 25138, 1952, by the committee chairman, Hon. 
Wright Patman: 

From page 7: “Price and wage controls: * * * Regulations such as those 
controlling prices, wages, and the utilization of scarce materials are themselves 
violative of the principles of free enterprise * * *. Unless great care is exercised 
in framing regulations * * * serious damage may be done to small business.” 

From page 15: “Wage regulations which fail to equalize wage differentials 
between big business and small, business open the door to labor pirating in a 
tight labor market.” 

From page 16: “The existence of onerous recordkeeping and reporting require 
ments, common to both wage and price regulations, can have more than a nuisance 
value if they are permitted to reach the stage where additional administrative 
or clerical help is needed to make compliance possible.” 

From page 28: “Effects of wage control: * * * inequities which were frozen 
into the wage structure of the economy by the general order of January 26 * * * 
considerable hardship was felt in all segments of industry and most particularly 
by the small-business men who were less able to wait for remedial action. * * * 
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It was virtually impossible for most of these firms to hold their labor force for 
such long periods * * *.” 

From page 29: “Aids to small business: * * * it is seen that small business 
was quite materially affected by the early part of the wage stubilization ef- 
fort * * * the demand for experienced labor was quite heavy and considerable 
competition existed in bidding for the skilled wage earners’ services.” 

From my own experience, for I was engaged in the retail business during the 
period referred to, it was necessary for me to make a number of changes in 
employee wages in order to retain the people essential to the conduct of my 
business. This will always be true. 


THE LOCAL CHARACTER OF RETAILING 


In our State we have minimum wage orders resulting from the studies and 
deliberations of nine separate boards. These are appointed individually when- 
ever it appears apparent to our industrial commissioner that the wage problem 
in a given industry needs restudy. Our experience since the enactment of our 
law has added to our conviction that the local character of the problem involved 
is properly subject to State regulation. 

I will take the liberty of calling your attention to the fact that in 1955, the 
Secretary of Labor was apparently in agreement with our view. Leaflet 4, 
revised July 1, 1955, includes the following statement: 

“Employees in retail stores, restaurants, hotels, beauty shops, laundries and 
other local establishments usually must look to their State to set a floor below 
which their wages cannot fall.” [The emphasis on the word, “local,” is Mr. 
Mitchell’s.] 

In leaflet 24, also issued in 1955, the following statement was made: 

“The chances that your job has a minimum rate under a State law are best 
if the job is in a local service trade—in a store, laundry, dry-cleaning plant, 
beauty shop, hotel, or restaurant—or if it is a clerical job, or in a cannery,” 

Circumstances have not changed since 1955. 


THE GROGRAPHICAL DIFFERENTIAI 


One of the greatest problems posed to those responsible for a minmium-wage 
order lies in the geographical differential. The study made by the New York 
State Department of Labor in September 1955, revealed that in zone I (Metro- 
politan New York) median hourly earnings of retail employees were $1.49; 
in zone II (consisting of all communities outside of Metropolitan New York, 
with population of over 10,000) the median hourly earnings were $1.26; in 
zone III (consisting of communities under 10,000, the median was $1.23. Some 
distortion, however, occurred in the study of zone II as this zone included 
counties adjoining Metropolitan New York and the true median for the remain- 
ing portion of zone II and zone 555 (that is the upstate areas) were probably 
virtually identical. 

In submitting its recommendations for the order which became effective Febru- 
ary 15, the Board recommended a statewide minimum of $1 per hour. Temporary 
recognition of the village differential was given through permitting a minimum 
of 90 cents per hour until January 1, 1958. This order, therefore, imposed on 
our industry an increase in minimums at the metropolitan level of 3314 percent— 
an increase in zone II of 42.8 percent—and in the rural areas, an increase of 
53.9 percent. The impact of this new order, therefore, falls most heavily on 
the retailers and, in fact, on the entire economy of our smaller cities and villages, 
where the retail group consists entirely of small stores and are related by 
association to an economy far different from that of the metropolitan area. 


COST-OF-LIVING STUDIES 


The apparent presumption upon which a single wage level was based was 
the so-called cost-of-living studies which indicated that certain selected items 
of merchandise were sold at identical prices in Certain selected communities 
of the State. Such studies, however, that have reached our attention have 
not been true studies of the way people live in various communities and the 
manner in which they actually expend their money. Even in the studies made 
substantial differences exist. We find, for example, in comparing studies be- 
tween various States, that totally different quantities and qualities of merchan- 
dise have been determined as essential for the health and welfare of the individ- 
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ual. Studies made in comparable industrial States reveal determinations differ- 
ing by as much as 50 percent or $1,000 annually in the amounts required for an 
individual to live in health and decency. 

Even in comparing studies made by two different groups within our own State, 
we find the following conspicious differentials: 


New York New York 
State Depart-| City Welfare 
ment of and Health 
Labor Council 





Clothing. - 

Perso ial care 

Medics! c¢ .re_--- 
Leisure time activities__ 
Other living essentials 


spcheh atu ane 676 380 
134 75 
212 135 
393 285 
304 312 


Study by Study by 


If such a determination is difficult within a single State, it should be obvious 
that the difficulty of proper determination as to the minimum levels essential 
for the individual is tremendously increased when the regulation under considera- 
tion is national in character. It seems inconceivable that the same income re- 
quirement pertinent to Metropolitan New York could be applied to the village 
in which I once lived in northern Iowa or to a rural area of a Southern State. 
Yet, unless injustices and discrimination are deemed proper, problems involving 
the great existing divergencies in the way of life as lived in the various areas of 
this country must be an essential consideration of any legislation on the subject. 
This aspect of the problem merely adds emphasis to the fact that proper regula- 
tion over wages relating to the local economy can only be arrived at within the 
boundaries of the State and constitute a responsibility of the legislators of the 
individual State. 

It is not within my province to determine the appropriateness of individual 
State legislation. That is a responsibility of the legislators of the individual 
State. The fact that, as I understand the matter, 33 States have legislation bear- 
ing on the subject of minimum wages, with 4 States recently enacting such 
legislation, indicates the recognition of that responsibility. The determination 
of action within the remaining States, whether or not we may individually agree 
with the appropriateness of their lack of action, still remains a matter properly 
subject to their own determination. 


THE IMPACT OF MINIMUM WAGE LEGISLATION ON RETAILER AND EMPLOYEE 


As I previously advised, our new minimum wage order became effective on 
February 15. The date is too recent to acquire adequate information on the 
effect of this order on the retailers and the retail employees in the various com- 
munities of our State. We do know that our smaller stores have been dis- 
appearing at the rate of more than 1,000 each year as a result of increasing 
operating costs, increased competition, and changing customer habits. However, 
not only small stores have disappeared from our scene. In Metropolitan New 
York, eight major department stores have closed their doors in recent years. 
Any enactment adding to the difficulties and costs of operation can only accelerate 
this trend. 

The narrow margins of operation in every field of retailing are clearly indi- 
cated in the studies made by Harvard University, by Dun & Bradstreet, and by 
various other institutions and retail associations. No possibility exists for the 
absorption of a substantial increase in labor costs by retail stores. The impact, 
therefore, of any substantial change in minimums, whether in our State or in 
any other State, must have the following results. 

1. An increase in the number of stores undergoing failure or terminating their 
operations due to inability to operate profitably. 

2. Readjustment of operating methods, increasing the quantity of self-service 
and achieving greater productivity per unit employee through reduction of the 
number of people employed. 

3. An increased number of people turning to unemployment insurance pro- 
grams for temporary aid and as the workers released are chiefly marginal em- 
ployees, the probability of an eventually increased welfare load. 
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4. A substantial revision in store hours, decreasing the service to customers, 
concurrently, reductions in employee hours, reducing the potential weekly 
annual income benefit of the wage increase. 


INFLATIONARY ASPECT 


Some degree of the inflationary aspect in minimum wage legislation can be 
acquired by analysis of the apparent effect of the New York State order. It 
should, however, first of all be recognized that the following figures are not 
wholly accurate due to the unavailability of complete information, In our Zone 
I, with 302,000 retail employees, 35,032 employees were affected in varying 
degrees by the order. If we could assume that each of these einployees worked 
a 40-hour week, the impact on Zone I would be slightly in excess of $12 million; 
in our Zone II, with 234,100 retail employees, 55,715 employees were affected 
by the order. Under the assumption as above, the inflationary increase in wages 
totaled over $22 million. In Zone ITI, with 65,200 retail employees, 15,127 em- 
ployees were affected for a total of $6,452,000. 

For the State as a whole, therefore, out of a total of 601,300 retail employees, 
105,874 employees have been affected for a total eventual cost to the consumer of 
over $41 million. Some of these employees worked more than 40 hours—many 
employees worked less. The discrepancy in these figures lies in the unavailability 
of information relative to the number of hours worked. It can, however, reason- 
ably be assumed that the impact is highly inflationary, mitigated only to a very 
slight degree by the various adjustments to which we have referred. The intla- 
tionary aspect of the mandated increases, however, is only the first step. In 
every study made of retail wages in our State, a pattern of employee income vary- 
ing from the minimum to above $2 per hour has been indicated with relatively 
similar distributions in number of employees receiving income graduated in about 
the same percentage at each level from the minimum to the maximum. 

In applying the schedule of wages paid by individuals to the study of September 
1955, we arrive at a total retail payroll for the State of nearly $1,700,000,000, 
Given time for adjustment to the new schedule, if the same distribution from 
minimum to maximum holds true, total retail payrolls for the State may well be 
over $2,100,000,000—an inflationary increase of over $400 million. Again, atten- 
tion is called to the fact that these amounts are statistically inaccurate and only 
generally indicative of the effect of minimum wage regulation. Adjustments and 
absorption create additional divergencies. 

Wage levels in our State have always been relatively high compared to national 
averages—the impact, therefore, of a minimum in its national effect must be 
anticipated to exceed the impact of changes in our New York State minimum 
orders. 

OVERLAPPING ORDERS 


Conceding the desirability of the protection of the marginal employee against 
unconscionably low payments, it appears to us in New York State utterly un- 
justifiable that consideration should be given to superimposing a Federal order 
on top of a minimum wage order. We can visualize no circumstance justifying 
such action. It can in no way benefit employee, employer, or our economy gen- 
erally. It imposes a burden of additional recordkeeping, of additional inspections 
and iuterferences with normal operations which we, in no way, need or desire. 


LEGISLATION AND CONDITIONS OF EMPLOYMENT 


We have previously noted the fact that our State legislation provides that 
minimum wage legislation takes into consideration the conditions relating to 
employment and to the problems of the individual industry. Should it ever 
prove desirable or essential to broaden the coverage of national legislation, the 
establishment of national minimums applying to these varied problems of local 
employment should only occur after a comprehensive study, followed by the 
development of legislation adaptable to the industries concerned and limited to 
the protection of the marginal worker against unduly low wages. In its present 
form, the Fair Labor Standards Act, if applied to these local industries, accom- 
plishes neither of these objectives. 


THE NEED FOR ADEQUATE INFORMATION 


Reference has been made to the studies of wages in all areas of New York State 
prior to even the appointment of a minimum wage board. We would not con- 
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ceive of the possibility of acting intelligently on our wage problems without 
adequacy of information. Today, we are discussing the national broadening of 
minimum wage legislation at a time when the very study intended to indicate 
whether or not any need or justification for such action exists, is still underway. 
We cannot recommend serious consideration of any proposals until such de- 
liberations can be based on ample authentic information. 

In appearing before you an attempt has been made to present in a very brief 
time some of the problems with which we are familiar in minimum wage legis- 
lation and regulation at the State level. 1 shall be very glad to answer any 
questions which members of the committee may wish to ask and to supply any 
additional data the committee may desire at any time. 

We do respectifully urge that legislation on the matter of minimum wages be 
left to the individual States and that any proposals before your committee which 
would broaden Federal coverage into these local areas of employment be dis- 
approved. 

Again, may I express my appreciation for your courtesy in permitting me to 
appear before you on this subject. 

Respectfully submitted. 
CrLirForpD A. ALLANSON, Erecutive Director. 

Dated at Albany, N. Y., this 11th day of March 1957. 

Mr. Mes iieicie, Thank you. 

Do you have copies from which you may wish to ask any questions, 
in the event I become too brief on some things ? 

Senator Atuorr. I have a copy, and so does Senator Ives. 

Mr. AtLANson. All right. 

We just want to reiterate our position on minimum wages. When it 
yas enacted, of course, Senator Ives was most instrumental in its enact- 
ment, and I think he will recall that the council’s position was mn 
support of his activity, and always has been. 

We believe in minimum wage legislation. We worked with the 
Minimum Wage and Hour Board in 1945. At that time I was a re- 
tailer, and participated in the deliberations in 1952 and 1956, and we 
cooperated with him, I cooperated as executive director of the council. 

We believe in minimum wage legislation, and we believe we have 
a good law in our State. 

Senator Ives. May I ask a question ? 

What is the minimum in New York now? 

Mr. Atinanson. The minimum in New York, which became effective 
February 15, is $1 an hour. 

Senator Ives. That is what I thought. 

Mr. AtLanson. With a 90 percent provision for the zone-free smaller 
villages. However, that is a temporary concession, and there will be 
in effect by next January 1, the minimum, which will be $1 an hour. 

Now, we believe that minimum wage legislation, however, should 
relate str ictly to the minimum, it should be for the protection, for the 
purpose of protecting marginal workers against exploitation, and 
should serve no other purpose. 

We do not believe it should be for controlling wage levels generally, 
nor for a general economic effect. 

One of the big problems we are concerned with is in the matter 
of discrimination. As you know, in our enactment and in our con- 
siderations up there, all the while our laws applied to every worker in 
the retail industry, regardless of who he was employed by, if there was 
a single-emplovee store or if it was a very large store, or whether it 
Was a very small store or a store employing a great many workers, 
each one had the protection of the minimum wage, and we consider 
that most important. 
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While we recognize that small business is in a difficult competitive 
situation, we do not believe in discrimination in the matter of mini- 
mum wages and its application should have any part of that con- 
sideration. 

Senator Ives. I take it you do not agree with the Secretary’s prop- 
osition of $1 million in volume of sales or 100 employees. 

Mr. Atianson. I disagree very radically with each of the pro- 
posals which are before the Congress. 

Senator Ives. Well, they are suggestions 

Mr. ALLANSON. Well, the suggestions that have been made, both 
by the Secretary and the bill before you, because they are not designed 
to protect all workers, they are designed as a discr iminatory applica- 
tion. I am not quite sure what is intended to be encompassed by these 
proposals. 

It has been interesting to me to note that the Secretary in his pre- 
vious comments, published in 1955, in leaflets that he put out, stated 
this, that— 


* * * employees in retail stores, restaurants, hotels, beauty shops, laundries, and 
other local— 





and he emphasized “local”— 


establishments usually must look to the State to set a floor below which wages 
cannot fall. 

So apparently he was in agreement with us, that these establish- 
ments are local. 

Now, Senator, as to these proposals to which you referred, I have 
quoted in there from the House Report No. 2513, of 1952, because 
these controls cannot be imposed on size of organization without 
reflecting very strongly on the others. 

You will note the statement made in this House report : 

* * * Regulations such as those controlling prices, wages, and the utilization of 
Searce materials are themselves violative of the principles of free enter- 
prise * * *. Unless great care is exercised in framing regulations * * * serious 
damage may be done to small business. 

And the other quotations, which I will not read in detail, to save 
time, all of them prove the very same point by determination of a con- 
gressional committee. 

Now, in our State, as you will recall, Senator, we have nine different 
boards. All of them deal with the individual aspects of this minimum 
wage problem, and take into consideration all of the problems that 
are involved in deter mining the proper minimum wage. By having 
them related to the industry and by having them loc al in character, 
they can arrive at an understanding which cannot be achieved by 
a broader determination. 

Now, I think one of the important factors in this relates to page 4, 
our geographical differential. We have never supported low wage 
rates. I never did when I was in the retail industry, I do not believe 
in them now. We do have, even within the State of New York, sub- 
statial differentials, however, which are a problem. And in the study 
which we made—and this was in September 1955—you will note that 
the median hourly earnings in New York City of retail employees 
was $1.49. 
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In zone II—that is our communities above 10,000 outside of met- 
ropolitan New York—the median hourly earnings were $1.26. And 
in the villages, it was $1.23. 

Now, there is some distortion there, because the immediately ad- 
jacent areas to the metropolitan area were included in zone II, and 
actually not too much distinction occurs in the wage levels in all of 
the upstate area. But it is a very sharp differential from New York 
City. 

Now, our county board—and we very frankly were in disagreement 
with their determination on this matter—recommended a statewide 
minimum of $1 an hour. There is a temporary deferment on the vil- 
lages from 90 cents to $1 until next January 1. But that only im- 
posed an increase at the metropolitan level as far as minimums are 
concerned of 3314 percent, in zone IT of 42.8 percent, and in the 
rural areas, 55.9 percent. 

Our objec tion was based on the fact that the order does not suffi- 
ciently recognize the geographical differential, and that its impact was 
excessive as a single time rate of increase. 

Now, these wage levels that are determined by legislative action 
are usually based on so-called cost-of-living studies. Now, we take 
no exception to cost-of-living studies; we think they are very impor- 
tant. But they cannot be used as an absolute determinant, even at a 
State level. And when you get to the national level, the problem 
becomes more acute, because there is no study with which we have 
been able to come in contact based on what people actually do with 
the money that they actually spend and how they spend it. 

They are based on social studies on predetermined items of mer- 
chandise, a great many of which are virtually price-fixed items and 
which are sold at relatively the same prices in the varying communi- 
ties of the State. Kut even here we find great differentials, as you 
will note on page 5, as great a difference as 50 percent or $1,000 appears 
in the recommendations of minimum cost-of-living amounts between 
comparable States. And even within New York State, you might note 
there—I just took a few extracts from it—the study by the State 
department of labor said that a person, a woman wor king, must have 
S676 for clothing; the New York City Welfare and Health Council, 
dealing with the city alone where the cost of living would tend to be 
the highest, estimated $380, 

Now, if it is difficult to get a proper determination within a single 
State, then the difficulty is certainly tremendously increased when 
you go beyond the boundaries of the State. 

Now, on this cost of living I would like to inject parenthetically just 
one thing, with the previously made statement, that I do not believe 
in low wages. As far as minimums are concerned, IT happen to know, 
through a personal relationship, of a couple who have lived in health 
and decency and happiness for the p: ast 17 years on a combined income 
for husband and wife of $1,800 a yeat 

Now, I don’t advocate that, I canal call your attention to the fact 
that that is out of close relationship with any statements that have 
been made as far as cost. of living is concerned. 

Now, I am not attempting, in supporting our own legislation in 
New York State, to determine what any other State should do. I feel 
that that is a responsibility of the legislators of the individual States. 
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A great many of the States today have legislation. I note that this 
year a great many others are giving consideration to legislation. 
Whether we agree or not with the appropriateness of action, I still 
feel that it is their determination as they understand their local 
conditions. 

Now, I think an important factor that must be considered is the 
impact of wage legislation on the retailers and their employees. As 
I said, our minimum wage went into effect on February 15, so that 
we cannot get an accurate evaluation up to this time. We know it 
will have and is having an impact, and we are trying to assemble 
that information as rapidly as possible. 

Now, up in New York State—and again, I do not know whether this 
is a country-wide experience—we are , losing stores very rapidly. 

Senator Atiorr. What do vou mean by that; they are goimg out of 
business? 

Mr. Aruanson. They are going out of business under the pressures 
of competition, of increased operating costs, and to some degree chang- 
ing consumer habits. 

Now, the United States Department of Commerce Survey in 1948 
listed 185,281 retail stores in New York State. In 1954 the pean 
Survey listed 170,548. Now, that is a total decrease of 11,733, or 
1,959 units disappearing each year on the average during that per iod, 

Now I am not going to list in this—I will be very glad to supply the 
information if you should request it—-the margins of retailing. I 
had some discussions of it from the previous speaker. Dun & Brad- 
street have put out many studies on that subject. Many studies and 
the Harvard report, all indicate that there is no room for absorption. 
And I think the results are the impact of an order are honestly stated 
in the 4 items I have enumerated on page 7. 

There is little question in my mind but that we will have in New 
York State an increase in the number of units which will disappear 
during the next year or so through inability to absorb the increase, 
to adjust and pass it on. 

We know that operating methods will be under pressure for change 
much more rapidly. There will be an increased number of self- 
service stores attempting to achieve greater productivity per unit 
employee. 

Now that, of course, also includes item No. 3, the decrease in num- 
ber of employees sending more people to unemployment insurance for 
temporary aid. And these people who are being released are the 
marginal workers, we don’t know where they are going to find 
employment, because retailing has provided employment for many 
marginal workers. 

Now item No. 4, we know from reports reaching my office that there 
is a great deal of revision of store hours being done. Store hours are 
being shortened. Our new order has a proviso—I am not sure if you 
are familiar with the 30-40 hour provision we have had in our State, 
if an employee worked over 30 hours he must be paid for a minimum 
of 40 hours. This year it was changed to 3714 hours, in recognition of 
the fact that many stores do operate on less than a 40-hour schedule 
for employees. 

So we find a great many of the stores that have had 40 hours and 
44 hours being compelled under the pressure of this order to reduce 
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their employee hours to 3714 hours, or slightly more, varying with 
the store, and we find that store hours of service to customers are 
being decreased, and quite a number of employees are being released. 
And we cannot determine the number of these, as yet. 

We are cooperating with our department of labor, we are working 
with Cornell University, which is also having cooperation from the 
United States Department of Labor. : 

The school of industrial agents, Senator Ives, is makmg a study 
particularly related to grocery stores in cooperation. And we are 
working with both organizations in making studies to find out really 
how strong this impact is. 

All of the things that I am saying are in no way criticism of our 
department of labor. We respect and regard them most highly and 
work closely with them. But we are all concerned about them. We 
recognized the fact that many of the older employees are being 
squeezed out of employment, many of them, and even with the bene- 
fit of social security do need this additional work. 

We are concerned over the impact on our distributive educational 
program relative to high schoo] students. At the moment the instrue- 
tors in the department of education advise me that they are encounter- 
ing very substantial difficulty in the placement of these students. In 
my own opinion, that will tend to adjust itself, but it will take time, 
perhaps a year, perhaps more. ' ; 

Senator Atiorr. May I ask you a question at that point, sir? 

Mr. ALLanson. Yes, sir. 

Senator AxLLorr. There seems to be an assumption on the part of 
some other people than myself I might say—that perhaps all student 
employment should be done away with or they should be paid a dollar 
minimum. 

Now would you say, within the bounds of your own experience, that 
the ability of some students to work at these part-time jobs is a decided 
factor in whether or not those students can continue their education 7 
In other words, is the ability of the student to be able to supply for 
himself or herself his or her own clothes, and perhaps spending 
money, sometimes a factor in whether or not that child would have to 
quit school and go to work, or whether he or she can continue school ? 

Mr, AtiAnson. At the high school level 

Senator ALLorr. I may not be right about that. I would like a 
frank comment about. it. 

Mr. Atianson. At the high school level—and, Senator, I might 
say, that throughout my retail experience I employed a great many 
high school students, I believed in building my staff by the develop- 
ment of these youngsters—at the high school level, I don’t think it 
makes too much difference on their ability to go through school. I 
think it makes a great deal of difference on their ability to become good 
productive citizens after they are out of school through having avail- 
able the experience. | 
_ I think it is good for them, T think that it is a very material factor 
in the entire problem of juvenile delinquency. But I do not. to answer 
your question directly, think that with most high school students it is 
a determinant as to whether they can continue in high school. 

There are some instances, but I do not believe that the broad decision 
should hinge upon the answer to that question. 
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But when it comes’to college, I think you ‘have a different problem. 

Senator Atsorr. Thank you. I just wanted to have your comment 
on that. 

Mr. Autanson. Now one of the important things—and you have had 
this emphasized this morning—is the inflationary aspect of certain of 
this legislation. 

We think it has an important inflationary result as far as New York 
State is concerned, or will have, as the order becomes adjusted to it. 

Now I recognize the fact that this is not absolutely correct statisti- 
cally, it is impossible for us to arrive at a statistical analysis with 
complete accuracy, due to the fact that no one knows, even in our 
State, how many people work exactly how many hours. We know 
that on the assumption that we have made here, based on a 40-hour 
week applying to all people, that there are a certain number of people 
who work more than 40 hours, and we know also that there are a great 
many employees who work less than 40 hours. 

So we have based these figures on the assumption of the 40-hour 
week, recognizing that it may be an error by 10, 15, or 20 percent, I 
don’t know; I know of no one who does. 

However, the figures are sufficiently accurate to indicate what is 
really happening. 

You will note that the impact on someone in New York City was 
relatively light, the mandatory increases, about 12 million. In zone 
[I, 55,000 out of 244,100 employees were affected, there the mandatory 
impact would have been about 22 million under our assumption. And 
in zone III villages, that impact would have been somewhat over $6 
million. 

Now that is only the first step in it, Senator. Every study that 
we have made in our State—and if you do not have available a copy 
of our department of labor study and would wish one, I would be 
very happy to get one for you, it is a detailed study—everyone of the 
studies we have made has shown a relative spread of employment at the 
different wage schedule from the minimum to a maximum of, let us 
say, $2, and they haven’t defined it when it came above that. 

And so we must assume that when the mandatory adjustment has 
been made that these other increases come into play, and that you arrive 
at a new schedule of wages with relatively the same relationships. 
And if you do so, under that assumption, from a payroll of around $1.7 
billion arrived at by the current study, you then find yourself with a 
new payroll after adjustment of $2.1 billion, or an inflationary in- 
crease, because it cannot in full be absorbed, of about $400 million. 
That is applying to one State. 

Now we are very concerned over this overlapping of orders. We 
concede and have expressed our support for the desirability of the 

rotection of the marginal employee against low payment of wages. 

ut it appears to us utterly unjustifiable that the consideration should 
be given to superimposing a Federal order on top of a minimum-wage 
order. 

Senator Ives. May I interrupt you there. Would it help you any 
if we had a provision in the legislation which may be passed—I don’t 
know if it will, but it may be passed—which will exempt from the 
coverage of this act—by the coverage, I mean, from the direct adminis- 
tration of the Federal Government—those States and Territories 
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whose standards are at least equal if not above that of the Federal 
Government, so that the administration of the act for that type of 
particular legislation be left entirely with the States and Territories? 

Mr. Atianson. Well, Senator, I would completely agree with you 
in this manner, that if Federal legislation is to be enacted, I would 
consider such an amendment. an absolutely essential part of any act. 

Senator Ives. Well, I have prepared such an amendment. I will 
read it to you. I am not reading from the bill itself, I am reading the 
actual language of the act as it would be amended : 

The Secretary of Labor, whenever he shall find that any State is carrying out 
the policy of this act with respect to the employees therein in any industry 
(other than mining, manufacturing, communications, and transportation, except 
where predominantly local in character) by providing under State law (at rates 
and under standards consistent with the rates and standards established by 
this act) minimum wage, overtime pay, and child-labor protection for such em- 
ployees which is in substantial accord with that provided in this act, may by 
agreement with the appropriate officials of such State exempt such employees 
from the application of this act under such conditions as he may find necessary 
to assure their continued protection under the law of such State in accord with 
the policy of this act. 

Is that something such as you would desire, if such legislation is to 
be enacted by the Federal Government ? 

Mr. Auxanson. I think that the general principle that you have 
involved I would desire very much. I would be a little reluctant— 
and this is from a very casual reading, you are asking for an opinion 
on just a casual reading 

Senator Ives. The bill has just been printed. I would like to have 
your opinion. 

Mr. Atianson. I would be a little reluctant to see the determination 
left to agreement between the Secretary of Labor and the State. 

I think it should be specifically mandated, and if such legislation 
would be enacted where the Federal Government would step in on 
this local picture, it should be mandated that the Federal law cannot 
apply to any State that meets the requirements. 

enator Ives. I think you will find that under most provisions of 
this character that we have, there must be agreement between the 
administering official of the Federal Government and whoever is in 
charge in the States; I think that would have to be in there, other- 
wise there would be no record as to whether the standard applies 
or not. 

Mr. ALLAnson. I can understand that. 

I say, it is a very casual response to it, but in principle, while I still 
disagree with the Federal interference at the local level, if any action 
were to occur, I would certainly think that would be an essential part 
of such legislation. 

Now, on this matter of conditions of employees, we have noted the 
fact that State legislation takes into consideration in our State the 
conditions relating to employment and the problems of individual 
industry. If it should prove desirable or essential to broaden the 
coverage, the establishment of national minimums applying to these 
varied problems of local employees should only occur after a com- 
prehensive study followed by the development of legislation adapt- 
able to the industries concerned and limited to the protection of the 
marginal worker against unduly low wages, 
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In its present form, the Fair Labor Standards Act, if applied to 
these local industries, accomplishes neither of these objectives. 

The Federal law as now written is not fundamentally and purely 
a minimum wage law in its application of the overtime provisions 
which, while I recognize that the recommendation said that those 
temporarily would not be applied, if we have this broadened coverage 
it applies to people far above minimum standards. 

Now, one of the provisions of our law is that if the wages are above 
the minimums—because it is intended purely to protect the mar ginal 
worker, the person, against excessive low wages—then the law has no 
important impact. 

In other words, the person who is getting $60 or $70 or $80 or $100 
a week, the law is meaningless in its application to that person, he 
does not need the protection of minimum-wage legislation and does not 
desire it. 

I have already commented on the need for adequate information. 
Our studies have been as complete as we can make them. 

Senator Atxorr. May I interrupt you at this point, Mr. Allanson, 
before you go on? 

I want to be sure that your point is clear. I think it is clear from 
your statement, but I am not sure that it is entirely clear from your 
verbal remarks. 

In other words, as I understand it, what you are saying is that either 
under the present legislation or the proposed legislation, the people 
who might need the protection most, as minimal wage earners, would 
not be covered. Am I misquoting you? 

Mr. Atianson. No. 

What I said, or intended to say, Senator, is that the Federal legis- 
lation, as now written, does not serve purely as protection to these 
marginal people. 

Senator ALLorr. Now, what would be the situation, in your opinion, 
either under S. 1267 or the proposals of the Secretary of Labor, with 
respect to the people who are essentially the great body of the minimal 
wage earners? Would they be affected by it? 

Mr. Attanson. The great body of the minimal wage earners would 
not be directly affected ‘by the proposals. 

I think I have a notation here. In our State, two-tenths of 1 per- 
cent of the independent stores employ 100 or more people. And 97 
percent of the independents employ under 20 workers. And when we 
revert to independents in our study in our State, they included : 
chain stores every store that had at least one addition: il owned ae 
or branch store. 

Now, there are many of them, in essence, absolute independents, but 
they were included in the chain study. Actually, the chains and the 
large stores represent a rather small fraction of our employment. 

Senator Arorr. Well, I would like to explore this a little bit with 
you because of your broad experience in this field. 

You are aware of 8S. 1267, of course? 

Mr. Atitanson. By number. 

Senator Atiorr. The Morse bill? 

Mr. Atianson. Yes. 

Senator Atiorr. The so-called Morse bill which, on page 3, provides 
under subparagraph (p), activity affecting commerce, includes any 
activity in commerce, necessary to commerce, or competing with any 
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activity in commerce, or where the payment of wages at rates below 
those prescribed by this act burdens or obstructs or tends to burden 
or obstruct commerce or the free flow of goods in commerce. 

Now, the point I would like to ask you, with the insertion of this 
new phrase “competing with any activity in commerce,” would there 
be many businesses in the field that you know of that would be 
eliminated under that clause ? 

Mr. ALLanson. Competing in the field of commerce / 

Senator Ax.orr. It says “competing with any activity in com- 
merce.” 

Mr. Attanson. I know of no activity that is not competing in the 
field of commerce. 

Senator Auuorr. This particular bill limits it later in the act to 
establishments with a total annual dollar volume of sales or servicing 
of $500,000. 

And as I understand it also, that have four or more establishments 
Just a moment, please. 

Mr. Atianson. Four or more, I believe, is the wording, Senator. 

Senator Atvorr. Or has four or more establishments. 

Of course, that limits the impact of the phrase I just read to you. 
But the phrase I just read to you, taken by itself, practically includes 
every phase of commerce, does it not? 

Mr. ALLANsON. It does; it includes every phase. 

And even if you impose the limitation, Senator. May I cite an 
instance of two brothers. One of them owns a small—call it a junior— 
department store. He does about $300,000 a year. His brother has 
five small specialty shops. He does about $225,000 a year. All of 
them are local, they are within small communities within a radius of 
50 miles, so th: at he can drive to each one of them and supervise their 
operations. 

Under this proposal, the smaller operation would be included under 
the act, the larger operation would not be included under the act, 
despite the fact that one of his operations is within the very store 
that would be exempted from the act. 

Senator Attorr. Thank you very much, Mr. Allanson. 

Does that conclude your statement, now ? 

Mr. Auianson. That concludes my statement. 

I would just like to, in closing, thank you for the privilege of ap- 
pearing, and I sincerely hope that the Federal activity will remain 
clear from the local business. 

Senator Avvorr. Thank you for your statement, sir. It has been 
very helpful. 

The next statement is on behalf of the National Retail Dry Goods 
Association, Mr. Frederic W. Deisroth. 


STATEMENT OF FREDERIC W. DEISROTH, NATIONAL RETAIL DRY 
GOODS ASSOCIATION; ACCOMPANIED BY GEORGE L. PLANT, 
ASSISTANT TREASURER 


Senator ALLorr. We are happy to have you with us, Mr. Deisroth. 
Mr. Detsrorm. Thank you. 
I would like to introduce Mr. George L. Plant of the National! Re- 
tail Dry Goods Association. 
89646—57-——36 
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Senator ALLorr. We are happy to have you with us. 

Will you proceed. 

Mr. Detsrorn. I am a partner and general manager of P. Deis- 
roth’s Sons, a small department store located in Hazleton, Pa. I 
appear before you on behalf of the National Retail Dry Goods Asso- 
ciation, of which Iam a member. The association is a voluntary trade 
association whose members operate some 8,100 retail department and 
specialty stores large and small—located in every State of the Union. 

The purpose of my appearance before you today is to set forth the 
position of the National Retail Dry Goods Association on the pro- 
posed amendment. 

The association strongly opposed any legislation designed to elim- 
inate the present retail exemption, or to amend the exemption, so as 
to extend the act to certain segments of the industry on the basis of 
annual sales volume, the number of units operated, or by any other 
arbitrary classification. 

In essence, the association supports complete retention of the retail 
exemption in its present form. 


And I might say, in order to save time, I believe this statement 
has been given to you. 

Senator Atiorr. If you wish the statement to be made a part of the 
record, without objection it may be received. 

(The prepared statement of Mr. Deisroth follows :) 


STATEMENT IN BEHALF OF THE NATIONAL RETAIL Dry GOops ASSOCIATION 


My name is Frederic W. Deisroth. I am general manager of P. Deisroth’s 
Sons, a small department store located in Hazelton, Pa. I appear before you 
on behalf of the National Retail Dry Goods Association, of which I am a member. 
The association is a voluntary trade association whose members operate some 
8,100 retail department and specialty stores large and small—located in every 
State of the Union. 

The purpose of my appearance before you today is to set forth the association’s 
position on proposed amendments to the Fair Labor Standards Act of 1938, as 
amended, which directly affect the interests of the association’s members. 

As you know, retailing is, and has been since the act was first passed, exempt 
from its wage and hour provisions. Bills are now before Congress which, if 
enacted, Would remove this exemption completely and for all practical purposes 
place all retail and service establishments under the act: or would divide the 
industry on the basis of annual sales volume and/or units operated, so as°to 
encompass certain segments of the industry within the coverage of the act 
and leave the remaining segments exempt. These bills also propose an increase 
in the present minimum hourly wage ranging from $1.25 to $1.50. 

The association strongly opposes any legislation designed to eliminate the 
present retail exemption, or to amend the exemption, so as to extend the act to 
certain segments of the industry on the basis of annual sales volume, the number 
of units operated or by any other arbitrary classification. 

In essence, the association suports complete retention of the retail exemption 
in its present form. 

In initially legislating on this problem, Congress did not intend—and so stated 
clearly—to apply national wage and hour controls to localized and basically 
intrastate business such as retail stores and service establishments. To make 
certain that its intent was carried out, Congress purposesly and deliberutely 
wrote a retail exemption into the act. 

Regardless of the size, or sales volume, or character of its ownership, the 
individual store, is as essentially a local enterprise today as in 1938. It caters 
to the people within its own particular local shopping area. It has no other 
function except to serve customer needs within a limited trading area. Its busi- 
ness hours—unlike those in industry—-are dictated and controlled by the shop- 
ping requirements of its customers. 

The basic murrose of the Federal minimum wage law as enacted, is to elimi 
nate substandard labor conditions in concerns engaged in interstate commer-e 
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or in the production of goods for interstate commerce, in the interest of the gen- 
eral public. It is to prevent one manufacturer from obtaining an undue com- 
petitive advantage over another through the exploitation of his workers. It is 
to safeguard our economy against the monopolistic control and resultant cur- 
tailed flow of goods in commerce, particularly in industries where the number 
of producers or prospective producers are limited by capital requirements. 

Congress felt it necessary to impose such controls because the States them- 
selves could not cope with the problem effectively on a national front. But any 
danger of monopolistic proctices arising from variations in local wage rates in 
the retail and service trades with more than 244 million outlets across the 
country is difficult to conceive. The price at which a merchant in Oregon, under 
his competitive wage scale, sells a pair of shoes, has little effect upon the local 
merchant in Massachusetts or upon his customers. The recruitment of retail 
employees, the hours they work, the wages paid to them, and the prices at which 
the store sells its goods are all subject to keen local competition. 

Therefore, if and where circumstances make it desirable or necessary to have 
legislation establishing reasonable maximum hours of employment and minimum 
wages for the retail industry, such legislation should be within the province of 
the States and not the Congress of the United States. 

This has consistently been the position of our association. We believe the 
imposition of a Federal minimum wage on such localized businesses as retailing 
is unsound. Itis an encroachment upon the rights of States to regulate their own 
internal affairs. 

Currently 33 States and Territories have minimum wage legislation. In almost 
three-fourths of these States and Territories, special minimum wage regulations, 
tailored to the character and needs of retailing and its employees, now exist. 
The variations in hours of work, in minimum wages imposed, and employment 
opportunities for students and beginners reflect the localized character of re- 
tailing and the variations of needs and controls considered appropriate to 
maintain fair working standards. Seven States, within the past year, have 
increased their retail minimums to meet current conditions, others are in the 
process of doing so. We believe that this clearly demonstrates the ability as well 
as the inclination of these States to regulate intrastate and local business, as and 
when action is needed. 

Those jurisdictions which have refused to adopt any minimum wage and hour 
laws applicable to retailing have obviously deemed the imposition of such mini- 
mums unnecessary. Certainly no one can challenge the “‘expertness” of the 
citizens of a particular area in evaluating the conditions under which they live 
and work, If improvements were deemed of paramount necessity by a majority 
of the citizens certainly they, acting through the democratic process, would 
have secured enactment of minimums. 

To remove the retail exemption and apply a uniform standard to retailing, 
would in effect, substitute the judgment of a central authority, not only as to 
varying conditions in the 48 States, but to varying conditions in many parts of 
the same State, for the judgment of each individual State as to its own condi- 
tions. The important thing to an employee is how much it costs to maintain 
fair living standards in his community in relation to how much he earns. Conse- 
quently, a State or local minimum wage has more significance than a national 
minimum. The wide variation and in fact the absence of minimum wage regula- 
tions in some of the States clearly demonstrates this fact and further sub- 
stantiates the validity of the retail exemption. 

The imposition of a Federal retail minimum would constitute a direct en- 
croachment not only on the right of the States to regulate their own affairs, but 


a direct attack upon the wisdom and judgment of the citizens and workers of 
these areas, as to the need for such regulation. 


INFLATIONARY ASPECTS 


All of us have become increasingly aware of the ominous threat of inflation to 
our current economic prosperity. President Eisenhower’s recent pleas to both 
management and labor for the exercise of restraint in wage and price increases 
without equivalent increases in productivity should be borne in mind. The infla- 
tionary aspect of an increased or extended Federal minimum wage must be 
carefully examined, especially at this juncture of our economic development. I 
am sure that each of you will agree that any legislative action at this time, which 
possesses the slightest possibility of contributing to the present inflationary 
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trend, may well have a disastrous effect on our economy for many years to come. 

The imposition of a Federal minimum wage affects not only marginal workers 
earning less than the minimum, but all workers, if existing wage differentials 
are to be maintained. Under sound personnel administration, an employer can- 
not raise the wage floor for the minimum skilled employee, without making eom- 
parable adjustments up the line for higher skilled and more experienced workers. 
Thus, the entire payroll must be adjusted upward, if a sound wage structure, as 
well as good employee morale, are to be maintained. This is especially true in 
a personalized service business such as retailing. 

Legislated wage increases ignore the basic economic principle that a true wage 
increase results only from increased productivity and efficiency on the part of 
employees. Such increases are of value to the employer and make possible a 

yage raise justified by increase of productivity. 

Legislated wage increases are not accompanied automatically by productivity 
increases and therefore represent nothing more than added costs for the em- 
ployer to assume. This added cost cannot be absorbed under existing retail 
margins without wiping away the proiits of many stores and confronting others 
with serious operating losses. The division of research of the Harvard Business 
School annually reports significant figures on department and specialty store 
operations. Figures for 1955 show a net gain after taxes for all department 
stores of 2.85 percent. It was less for smaller stores doing under $1 million 
annual sales volume. In order to maintain existing profits or remain in business 
at all. retailers will be forced to choose between several alternative courses of 
action, each of which must inevitably have a harmful effect on the public as a 
whole. 

If competition permits, the retailer can raise the price of his goods to the 
consumer. This precipitates an inflationary effect, which not only nullifies the 
increase in purchasing power of those receiving the increased wages, bui also 
decreases the purchasing power of the public as a whole, a large segment of 
which is not covered by the act, nor intended to be covered. 

If competition prohibits a price increase, the retailer will be foreed to cut 
operating expenses by a reduction of personnel. The personnel reduction would, 
in most instances affect those employees with the lowest rate of productivity, 
since it would be uneconomical to increase the wages of these employees to the 
minimum required by the law, while on the otaer hand, the retailer must attempt 
to compensate the personnel reduction by retaining those employees with the 
highest rate of productivity. Included in this low productivity group are’ handi- 
capped workers, elderly workers, students, and beginning employees. Many of 
these employees lack the requisite skill for. or are physically unable to work in 
manufacturing industries and loss of employment in the retail trade would there- 
fore constitute great hardship. In effect, that segment of employees intended 
to receive the maximum benefit froin a legislated minimum may actually suffer 
the most harm asa result of loss of employment. Further, because of fluctuating 
and uneontrollable shopping habits of customers, stores also would find it neces- 
sary to reduce full-time employees to a short-hour basis for the busiest periods. 
Although such employees would receive the minimum hourly rate their weekly 
earnings would be reduced. The extension of the Federal minimum wage to 
retailing, therefore, carries the risk of precipitating two dreaded consequences 
inflation and unemployment, in whole or part. 


PARTIAL COVERAGE 


Proposals to divide the retail and service industries on the wage and hour 
issue by placing some under the Federal act, while exeimnpting others are both 
discriminatory and unsound. Such proposals have been made many times be- 
fore, but Congress wisely has seen fit to reject them. They are merely piecemeal 
or foot-in-the-door approaches designed to extend Federal controls in areas which 
properly rest with the States. 

They are based upon the assumption that size alone, whether measured by 
sales or number of units operated, represents ability and obligation to pay. 
They disregard the basic characteristics and competitive nature of retailing. No 
division of the industry, whether imposed on the basis of sales volume, number 
of units maintained or type of ownership, can be effected without creating most 
serious inequities. Aside from the principles involved such an approach would 
impose insurmountable administrative and enforcement problems. It is axio- 
matic that laws should not stand if they cannot be enforced. 

Any such division of the trade would not only discriminate against the larger 
employer, but seriously injure the smaller employer, intended to be exempt. 
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The small employer must compete in the same labor market as the larger store. 
He must be competitive both as to hours of work and wages offered to obtain the 
qualified help he needs. If he is not, the more skilled or productive worker will 
seek the higher paying job and the little employer will attract only substandard 
employees. Such division of retailing would have the effect of making larger 
stores larger and eliminating a great many smaller retailers. 


ADMINISTRATIVE PROBLEMS 


Aside from the serious impact of the basic Federal minimum rate and its over- 
time provisions, the administrative problems posed in complying with the act 
would be equally burdensome and actually unworkable for retailers. Salary re- 
quirements and job restrictions placed upon executive and supervisory personnel 
under existing regulations would seriously impair efficient management and 
increase operating costs. While such existing “white collar regulations” may 
be workable in industry, they are totally unrealistic and impracticable for re- 
tailing. The tremendous recordkeeping involved, particularly in computing 
overtime pay would be extremely burdensome and costly to the retailer. The 
many unigue forms of compensation utilized in retailing would require a special 
computation for each employee compensated on other than a straight salary for 
-ach week in which there was overtime beyond 40 hours a week. This is in 
addition to the other recordkeeping requirements under the act which, in them- 
selves, exceed normal business needs. Consequently, compliance with the act 


and the administrative regulations thereunder would be difficult for the most 
conscientious retailer. 


INCREASED GOVERNMENT COSTS 


Extension of coverage would necessarily increase the cost of operating the 
Department of Labor’s Wage and Hour Division whose major activity is enforce- 
ment of the provisions of the Fair Labor Standards Act. If coverage is ex- 
tended to millions of additional employees, as is now proposed, even a token 
enforcement of the act will require thousands of additional Government em- 
ployees and increase the annual operating expenses of the Wage and Hour 
Division by several millions of dollars. It is extremely doubtful that adequate 
enforcement of the act can ever be achieved regardless of the number of em- 
ployees added to the staff of the Wage and Hour Division. Inadequate enforce- 
ment of the act would be unjust and discriminatory to the honest retailer who 
conscientiously attempts to comply with the act. 


PENDING RETAIL WAGE SURVEY 


Turing the last session of Congress, an appropriation of $150,000 was made to 
the Bureau of Labor Statistics for the conduct of a comprehensive survey of 
wages and hours in the retail industry. The survey was authorized by Congress 
to provide an impartial and accurate factual picture of prevailing hourly rates 
of pay related to hours of work in retailing, to serve as a guide in determining 
the need for and practicality of extension of the FLSA to retailing. This survey 
is designed to show the true wage structure of retailing as a whole and of its 
major segments classified on a regional basis and by size of communities. 

The National Retail Dry Goods Association has urged its members to fully 
cooperate in the survey by providing all wage information requested by the 
Bureau. Representatives of the association have consulted on numerous occa- 
sions with Bureau officials at their request, in an effort to facilitate the collection 
of data. 

We have urged the full cooperation and participation of our members for the 
reason that we are fully confident that the results of the survey, when released, 
will clearly indicate that Federal legislation, imposing a single national rate 
is unwarranted and impractical and is not needed to protect retail employees. 
We believe it will further demonstrate that when controls are needed they are 
most appropriately applied on a State rather than Federal basis. 

The survey, when completed, will be the first and most comprehensive survey 
of hourly earnings in the entire retail trade that has ever been undertaken. It 
will include all lines of retail business, except eating and drinking establishments 
and will indicate the earnings of more than 6 million part-time and full-time 
retail trade employees throughout the Nation. 
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We do not believe that Congress can truly and accurately evaluate the need 
for or impact of extending coverage to retailing until the results of this retail 
wage survey are known and it should not attempt to legislate until such facts 
are available for all interested parties to appraise. 


CONCLUSION 


We, therefore, oppose the application of Federal wage and hour controls to 
retailing. We assert again that the determination of the need, if any, for wage 
legislation for localized businesses such as retailing and service trades should 
be left to legislators within the States. The rights of States to regulate busi- 
nesses within their borders should not be preempted by the Federal Government. 
We emphatically urge, therefore, that the present exemption from the wage and 
hour provisions of the Fair Labor Standards Act for the retail and service trades 
should be retained. 

Mr. Detsroru. In initially legislating on this problem, Congress did 
not intend—and so stated clearly—to apply national wage and hour 
controls to localized and basically intrastate business such as retail 
stores and service establishments. To make certain that its intent 
was carried out, Congress purposely and deliberately wrote a retail 
exemption into the act. 

Regardless of the size or sales volume or character of its ownership, 
the individual store is as essentially a local enterprise today as in 1938. 
It caters to the people within its own particular local shopping area. 
It has no other function except to serve customer needs within a 
limited trading area. Its business hours—unlike those in industry— 
are dictated and controlled by the shopping requirements of its cus- 
tomers. 

The basic purpose of the Federal minimum-wage law as enacted, 1 
to eliminate paliatandas labor conditions in concerns engaged im 
interstate commerce or in the production of goods for interstate com- 
merce, in the interest of the general public. 

Congress felt it necessary to impose such controls because the States 
themselves could not cope with the problem effectively on a national 
front. But any danger of monopolistic practices arising from vari- 
ations in local wage rates in the retail and service trades with more 
than 214 million outlets across the country is difficult to conceive. 
The price at which a merchant in Oregon, under his competitive wage 
scales, sells a pair of shoes, has little effect upon the local merchant 
in Massachusetts or upon his customers. The recruitment of retail 
employees, the hours they work, the wages paid to them, and the prices 
at which the store sells its goods are all subject to keen local compe- 
tition. 

Therefore, if and where circumstances make it desirable or necessary 
to have legislation establishing reasonable maximum hours of employ- 
ment and minimum wages for the retail industry, such legislation 
should be within the province of the States and not the Congress of 
the United States. 

This has consistently been the position of our association. We 
believe the imposition of a Federal minimum wage on such localized 
businesses as retailing is unsound. It is an encroachment upon the 
rights of States to regulate their own internal affairs. 

‘Currently, 33 States and Territories have minimum-w: ige legisla- 
tion. In almost three-fourths of these States and Territories, special 
minimum-wage regulations, tailored to the character and needs of 
retailing and its employ ees, now exist. 
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The variations in hours of work, in minimum wages imposed, and 
employment opportunities for students and beginners reflect the local- 
ized character of retailing and the variations of needs and controls 
considered appropriate to maintain fair working standards. 

Seven States, within the past year, have increased their retail mini- 
mums to meet current conditions, others are in the process of doing so. 
We believe that this clearly demonstrates the ability as well as the 
inclination of these States to regulate intrastate and local business, 
as and when action is needed. 

Those States which have not adopted any minimum wage laws 
applicable to retailing have obviously deemed the imposition of such 
minimums unnecessary. 

Certainly no one can challenge the “expertness” of the citizens of 
a particular area in evaluating the conditions under which they live 
and work. If improvements were deemed of paramount necessity by 
a majority of the citizens certainly they, acting through the demo- 
cratic process, would have secured enactment of minimums. 

To remove the retail exemption and apply a uniform standard to re- 
tailing, would, in effect, substitute the judgment of a central authority, 
not only as to varying conditions in the 48 States, but to varying con- 
ditions in many parts of the same State, for the judgment of each 
individual State as to its own conditions. 

The important thing to an employee is how much it costs to main- 
tain fair living standards in his community in relation to how much he 
earns. Consequently, a State or local minimum wage has more sig- 
nificance than a national minimum. The wide variation and in fact 
the absence of minimum-wage regulations in some of the States clearly 
demonstrates this fact and further substantiates the validity of the 
retail examption. 

The imposition of a Federal retail minimum would constitute a 
direct encroachment on the right of the States to regulate their own 
affairs. 

All of us have become increasingly aware of the ominous threat of 
inflation to our current economic prosperity. President Eisenhower’s 
recent pleas to both management and labor for the exercise of re- 
straint in wage and price increases without equivalent increases in 
productivity should be borne in mind. 

The inflationary aspect of an increased or extended Federal mini- 
mum wage must be carefully examined, especially at this juncture of 
our economic development. Iam sure that each of you will agree that 
any legislative action at this time, which possesses the slightest possi- 
hility of contributing to the present inflationary trend, may well have 
a disastrous effect on our economy for many years to come. 

The imposition of a Federal minimum wage affects not only margi- 
nal workers earning less than the minimum, but all workers, if exist- 
ing wage differentials are to be maintained. Under sound personnel 
administration, an employer cannot raise the wage floor for the mini- 
mum skilled employee, without making comparable adjustments up 
the line for higher skilled and more experienced workers. Thus, the 
entire payroll must be adjusted upward, if a sound wage structure, 
as well as good employee morale, are to be maintained. 

Legislated wage increases ignore the basic economic principle that 
a true wage increase results only from increased productivity and 
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efficiency on the part of employees. Such increases are of value to the 
employer and make possible a wage raise justified by increase of pro- 
ductivity. 

Legislated wage increases are not accompanied automatically by 
productivity increases and therefore represent nothing more than 
added costs for the employer to assume. This added cost cannot be 
absorbed under existing retail margins without wiping away the 
profits of many stores and confr onting others with serious operating 
losses. 

The division of research of the Harvard Business School annually 
reports significant figures on department and specialty store opera- 
tions. Figures for 1955 show a net gain after taxes for all department 
stores of 2.85 percent. 

It was less for smaller stores doing under a million dollars annual 
sales volume. In order to maintain existing profits or remain in 
business at all, retailers will be forced to choose between several] 
alternative courses of action, each of which must inevitably have a 
harmful effect on the public as a whole. 

If competition permits, the retailer can raise the price of his goods 
to the consumer. This precipitates an inflationary effect, which not 
only nullifies the increase in purchasing power of those receiving the 
increased wages but also decreases the purchasing power of the public 
as a whole, a large segment of which is not covered by the act, nor 
intended to be covered. 

If competition prohibits a price increase, the retailer will be forced 
to cut operating expenses by a reduction of personnel. ‘The personnel 
reduction would, in most instances, affect those employees with the 
lowest rate of productivity, since it would be uneconomical to increase 
the wages of these employees to the minimum required by law. 

Included in this low-rate productivity group are handicapped work- 
ers, elderly workers, students, and beginning employees. Many of 
these employees lack the requisite skill for, or are physically unable 
to work in, manufacturing industries and loss of employment in the 
retail trade would therefore constitute great hardship. 

In effect, that segment of employees intended to receive the maxi- 
mum benefit from a legislated minimum, may actually suffer the most 
harm as a result of loss of employment. 

Further, because of fluctuating and uncontrollable shopping habits 
of customers, stores also would find it necessary to reduce full-time 
employees to a short-hour basis for the busiest periods. Although 
such employees would receive the minimum hourly rate their weekly 
earnings would be reduced. 

The extension of the Federal minimum wage to retailing, therefore, 
earries the risk of precipitating the two dreaded consequences—infla- 
tion and unemployment, in whole or in part. 

Proposals to divide the retail and service industries on the wage 
and hour issue by placing some under the Federal act, while exempt- 
ing others. are both discriminatory and unsound. Such proposals 
have been made many times before, but Congress wisely had seen fit 
to reject them. They are merely piecemeal or “foot in the door’ 
approaches designed to extend Federal controls in areas which prop- 
erly rest with the States. 

They are based upon the assumption that size alone, whether meas- 
ured by sales or number of units employed, represents ability and 
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obligation to pay. They disregard the basic characteristics and com- 
petitive nature of retailing. No division of the industry, whether 
imposed on the basis of sales volume, number of units m: aintained, or 
type of ownership, can be effected without creating most serious in- 
equities. Aside from the principles involved such an approach would 
impose insurmountable administrative and enforcement problems. 
It is axiomatic that laws should not stand if they cannot be enforced. 

Any such division of the trade would not only discriminate against 
the larger employer, but seriously injure the smaller employer, in- 
tended to be exempt. 

The small employer must compete in the same labor market as the 
larger store. He must be competitive both as to hours of work and 
wages offered to obtain the qualified help he needs. If he is not, the 
more skilled or productive worker will seek the higher paying job 
and the little employer will attract only subst andard employees. 
Such division of retailing would have the effect of making larger 
stores larger and eliminating a great many smaller retailers. 

Aside from the serious impact on the basic Federal minimum rate 
and its overtime provisions, the administrative problems posed in 
complying with the act would be equally burdensome and actually 
unworkable for retailers. 

Salary requirements and job restrictions placed upon executive and 
supervisory personnel under existing regulations would seriously im- 
pair efficient management and increase operating costs. 

While such existing “white collar regulations” may be workable 
in industry, they are totally unrealistic and impracticable for retail- 
ing. The tremendous recordkeeping involved, particularly in com- 
puting overtime pay, would be extremely burdensome and costly to 
the retailer. 

The many unique forms of compensation utilized in retailing would 
require a special computation for each employee compensated on other 
than a straight salary for each week in which there was overtime be- 
yond 40 hours a week. This is in addition to the other recordkeeping 
requirements under the act which, in themselves, exceed normal busi- 
ness needs. 

Consequently, compliance with the act and the administrative regu- 
lations thereunder would be difficult for the most conscientious retailer. 

Extension of coverage would necessarily increase the cost of operat- 
ing the Department of Labor's W age and Hour Division whose major 
activity is enforcement of the provisions of the Fair Labor Standards 
Act. 

If coverage is extended to millions of additional employees, as is 
now proposed, even a token enforcement of the act would require 
thousands of additional Government employees and increase the an- 
nnal operating expenses of the Wage and Hour Division by several 
millions of dollars. 

It is extremely doubtful that adequate enforcement of the act can 
ever be achieved regardless of the number of employees added to the 
staff of the Wage and Hour Division. Inadequate enforcement of 
the act would be unjust and discriminatory to the honest retailer who 
conscientiously attempts to comply with the act. 

During the last session of Congress, an appropriation of $150,000 
was made to the Bureau of Labor Statistics for the conduct of a com- 
prehensive survey of wages and hours in the retail industry. 
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The survey was authorized by Congress to provide an impartial and 
accurate factual picture of prevailing hourly rates of pay related 
to hours of work in retailing, to serve as a guide in determining the 
need for and practicality of extension of the Fair Labor Standards 
Act to retailing. This survey is designed to show the true wage 
structure of retailing as a whole and of its major segments classified 
on a regional basis and by size of communities. 

The National Retail Dry Goods Association has urged its members 
to fully cooperate in the survey by providing all wage information 
requested by the Bureau. 

We are fully confident that the results of the survey, when re- 
leased, will clearly indicate that Federal legislation imposing a single 
national rate is unwarranted and impractical, and is not needed to 
protect retail employees. We believe it will further demonstrate that 
when controls are needed they are most appropriately applied on a 
State rather than Federal basis. 

We do not believe that Congress can truly and accurately evaluate 
the need for or impact of extending coverage to retailing until the 
results of this retail wage survey are known and it should not attempt 
to legislate until such facts are available for all interested parties to 
appraise. 

In conclusion we, therefore, oppose the application of Federal wage 
and hour controls to retailing. We assert again that the determination 
of the need—if any—for wage legislation for localized businesses such 
as retailing and service trades should be left to legislators within the 
States. The rights of States to regulate businesses within their borders 
should not be preempted by the Federal Government. 

We emphatically urge, therefore, that the present exemption from 
the wage and hour provisions of the Fair Labor Standards Act for 
the retail and service trades should be retained. 

Senator Auvorr. First of all, may I correct the record a few mo- 
ments back. 

In making a quick reference to S. 1267, I said that it related to four 
or more such establishments. Upon reexamination, I find that my 
first impression was true, and that it only relates to more than four 
establishments, and while it may not be a great matter, I think that the 
correction should be made. 

I appreciate very much having your statement, Mr. Deisroth. 

The proponents of this legislation assume, to a great extent, that this 
is based upon increased productivity. Now, in a manufacturing or 
production establishment, you can achieve increased productivity, of 
course, by improved means of production, improved machines, and 
improved technology, automation, and many other things. 

What would you say, from your experience, is the way or the method 
by which you can increase productivity in the retail field ? 

Mr. Detsroru. In office work, of course, you could use additional 
machinery to get your figures more rapidly, without the use of as many 
people. However, in serving the public, because retailing is a person- 
alized business, and because your customer wants personal service, it 
would be more difficult. 

Of course, retailing has attempted to increase productivity by more 
self-service departments, allowing the customer to make the choice of 
merchandise without the help of sales people, and then going to a 
central cashier and paying for it- 
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Senator AtLorr. Wasn’t that the essential nature, the fundamental 
nature of the so-called grocery area? 

Mr. Detsroru. That is right. 

Senator Auxorr. That is the nature of supermarkets, the super- 
drugstores, and that type of thing; it is essentially an attempt to in- 
crease productivity ; is it not? 

Mr. Deisroru. Certainly. 

And the present grocery supermarket has little resemblance to the 
oldtime grocery store. 

Senator Autiorr. I want to go one step further on this. 

Is the relating of sales to an employee’s productivity a correct one, 
as was given by 2 or 3 of your predecessors on the stand ¢ 

Mr. Deisrotu. Y es; we have used that. 

Senator Auxorr. Is there any other way that you know where you 
might properly use any other criteria or standard to measure an em- 
ployee’s productivity in the retail area? 

Mr. Detsroru. For salespeople? Of course, we have several dif- 
ferent functions. 

For a salesperson whose job it is to make sales, that is the only 
one I know that you could use to relate productivity of the person. 

In the other functions of department stores, such as office work, or 
displayed, there is not—there are some standards, but they are rather 
hard for a small store to determine, because you have one person 
doing so many jobs that are specialized in a larger store where you can 
get comparisons. 

Do I make myself clear, sir? 

Senator Auttorr. Thank you very much. 

Do you have a statement, sir? 

Mr. Pianr. I have no comments, except to say that the depart- 
ment store industry is constantly trying to find other w ays to increase 
productivity but, being a personalized | business, as it is, it is limited, 
and the guide still has to be pretty much either the sales made by the 
people, by transactions, and we are subject to the inconsistent flow of 
customers and demands of service. 

Senator Autuorr. Thank you, sir. 

Mr. William A. Quinlan, Associated Retail Bakers of America, has 
a short statement. 

And for the benefit of the others who are to be heard here, after we 
have heard his statement, the meeting of the committee will recess 
until 2: 30 this afternoon, at which time we will resume, probably with 
some other members of the committee here. 

Unfortunately, the Senate often finds itself where we have two or 
more of our committees sitting, and that is the situation that most 
members of the committee find themselves in today. 

So we will proceed with Mr. Quinlan’s statement at this time, and 
then recess until 2: 30. 


STATEMENT OF WILLIAM A. QUINLAN, GENERAL COUNSEL, 
ASSOCIATED RETAIL BAKERS OF AMERICA 


Mr. Quinian. Thank you, Mr. Chairman. I will be very brief. 

Senator Atiorr. Take your time, Mr. Quinlan, and present it in 
your own way. I don’t want to hurry you or forestall you from 
presenting your views in any way you see fit. 
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Mr. Qutnian. Thank you, sir. I appreciate that. 

I am appearing as general counsel of the Associated Retail Bakers 
of America, the national trade association for retail bakeries. We 
previously appeared in this same matter, Senator, on May 5, 1955. 

You indicated previously you were interested in knowing some- 
thing about the background of the witnesses. I might just say that 
I have been associated with the baking industry in various capacities 
for 24 years. 

We are especially interested in subsection 15 (a) (4) of the act, 
which provides the exemption of local neighborhood retail bakeries 
and other similar establishments. That exemption, however, depends 
also upon subsection 13 (a) (2), to which subsection 13 (a) (4) is 
related. 

We respectfully ask the subcommittee to reject any proposal to 
eliminate or impair either subsection 13 (a) (4) or the other provi- 
sions which are integral parts of the overall exemption of local retail 
and service establishments. That exemption depends upon each and 
every part of subsections 13 (a) (2), (3), and (4), and the definition 
of “resale” in subsection 3 (n). 

All these provisions were hammered out in the extensive review of 
the act in 1949 to correct interpretative abuses by the Wage and Hour 
Division, and are essential to the purpose of avoiding attempted Fed- 
eral control of what are inherently local businesses. 

The retail bakery is the neighborhood establishment you see as 
you walk down the street, with the bakeshop in the rear separated 
by a partition from the space for display counters and customers in 
the front. 

It is like the neighborhood retail candy shop, ice cream parlor, or 
tailor shop, iii that it makes the goods it sells across its counters or 
showcases. 

All of these are just as much local retail establishments as are the 
other stores in the neighborhood, that do not make or process anything 
they sell. Yet the Wage and Hour Division, before 1949, had ruled 
they were not retail establishments. That was the reason for subsec- 
tion 13 (a) (4), which says that a local retail establishment is a local 
retail establishment “notwithstanding that such establishment makes 
or processes at the retail establishment the goods that it sells.” 

As a matter of fundamental principle, if we are to keep our system 
of national and local governments, the Congress should continue to 
refrain from attempting to regulate wages and hours in local retail 
and service establishments. There are also many practical reasons 
for refraining from such radical action. 

One very important reason in respect to retail bakeries is that their 
skilled handcraft bakers—making perishable products, and to meet 
demand as it occurs, rather than on a mass production basis—must. be 
at the bakery more than 40 heurs a week, and are paid high heurly 
wages or weekly salaries for doing so. 

Grave and unnecessary difficulties would be created by requiring 
time and one-half in those high-wage structures for work over a 40- 
hour workweek which could not be observed in retail bakeries. 

These establishments in any event seldom become involved in inter- 
state commerce, but there is a practical need for the specific exemption 
because they do so casually or occasionally, from the standpoint of 
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ingredients or supplies, or a special mailing or delivery of a baked 
product. 

For previous details, the subcommittee is respectfully referred to 
our statement of May 5, 1955, at pages 1167-1170 of the printed tran- 
script of the Senate Subcommittee on Labor hearings at that time. 

As requested in the chairman’s invitation to appear today, we have 
examined the provisions of significance to retail bakers in various 
pending Senate bills. 

The bills that were listed in the chairman’s telegram are S. 1135, 
S. 1159, S. 1160, S. 1178, S. 1267, S. 1273, and S. 1418. I have com- 
mented on those bills which are of interest to retail bakers. 

We'shall not presume on the time of the subcommittee here with a 
too-detailed criticism. Our basic criticisms necessarily imply the 
details. 

S. 1135 would apply the act to all the employees of a retail business 
with annual sales over $500,000 if it “affects” interstate commerce. 

We respectfully ask you to reject that proposal: If you abandon 
the principle of refraining from attempted Federal control of local 
retail establishments, by controlling such establishments over an arbi- 
trarily prescribed size—here it would be $500,000 annual sales—then 
you have nonetheless abandoned the principle, and next it would be 
$250,000, or $100,000, or $25,000, or anything. 

Senator Atiorr. I would like to interrupt at that point, if I may, 
Mr. Quinlan. 

Or it could be nothing. If you just recognized the principle that 
the Federal Government could regulate such matters and such estab- 
lishments, then you would soon get to the place where you could 
put the figure any place you desired. 

Is there any principle of law that you know of which would give 
them the right to set it at any figure? 

Mr. Qu1inLAN. No; I do not, sir. In fact, it seems to me that there 
would be a grave constitutional question raised by such an arbitrary 
dividing line, because the man who fell $1 on one side of it and com- 
peted with the man who fell $1 on the other side, would be discrimi- 
nated against. 

Senator Atxorr. You have very well pointed out here that it could 
very well be reduced—Congress could just as well say that it was 
$250,000. 

Now, if they say that it is $250,000, they could just as well say 
that it 1s $25,000, and later they could say that it is $100. : 

Mr. Qutnuan. I honestly believe, Senator, that such proposals 
would be inevitable, if this type of coverage provision were incorpo- 
rated in. the act; I think it would be virtually certain that subsequent 
proposals would follow to progressively reduce that amount. 

Senator AtLorr. Thank you, sir. 

Mr. Qutntan. And wherever the amount. were set at any time, it 
would be inherently discriminatory, and I think gravely questionable 
from a constitutional standpoint. 

Senator Atiorr. That is, discriminatory upon some persons? 

Mr. QuINnLaANn. Yes, sir. 

Senator Auitorr. This morning Mr. Allanson said he knew of a 
particular situation of two brothers, one of whom had 5 stores with 
a total of about $225,000, and the other one, 1 store, with about $300,000, 
which was the example he used as discrimination. 
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That would be bound to occur many times during the course of the 
administration of such law, would it not ? 

Mr. Qurntan. I think it would be certain, Senator, that in the area 
around the figure, whatever the figure might be, discrimination would 
be certain among competing businesses. 

Senator Atxorr. Proceed, sir. 

Mr. Qutntan. Moreover, the “affecting interstate commerce” basis 
of coverage is especially impracticable, because of its vagueness and 
uncertainty, for a law like the Fair Labor Standards Act, involving 
ruinous potential back-wage liabilities. 

This kind of law must provide reasonable certainty as to its cover- 
age—a certainty not so important, for example, under laws like the 
National Labor Relations Act. “Affecting commerce” should be no 
part of the basis for determining liabilities for minimum hourly wages 
and overtime. 

It should be observed that S. 1135 is anomalous in singling out re- 
tail establishments—the personification of local businesses—as the 
only object of an attempt to exhaust the farthest reaches of constitu- 
tional power under the commerce clause—all the employees in_busi- 
nesses substantially “affecting” interstate commerce—while still con- 
fining the coverage of the act to those particular individual employees 
engaged in interstate commerce or in the production or handling of 
goods for interstate commerce in nonretail businesses of all kinds and 
sizes. 

The bill would extend the coverage of the act to all the employees 
of a neighborhood store or group of neighborhood stores—with an- 
nual sales over $500,000 and “if “affecting” interstate commerce, how- 
ever that might be interpret ted—but not to all the employees of non- 
retail businesses engaged far more extensively in interstate commerce. 

S. 1159 is similar, and we respectfully offer the same comment as 
to it. 

S. 1267 would attempt the unsound “affecting commerce” basis of 
coverage, but as to all businesses, rather than only retail businesses. 

It would abandon the prince iple of refraining from attempted regu- 
lation of wages and hours in local retail and service establishments, 
insofar as concerned such local businesses having either more than 4 
such establishments or more than $500,000 annual sales. We respect- 
fully criticize that change for the reasons already stated. 

It would eliminate the present subsection 13 (a) (4), enacted by 
Congress in 1949, to provide expressly that local retail establishments 
which make the "goods they sell still are local retail establishments 
despite the efforts of the W age and Hour Division to defeat their 
exemption, 

S. 1273 is similar to S. 1267 in the respects already stated, and we 
submit similarly objectionable. 

In conclusion, we earnestly recommend, Mr. Chairman, that the 
subcommittee not succumb to these proposals for amendment of the 
act merely because they are so perennially and persistently proposed. 

On behalf of all retail bakers, we express appreciation for this 
opportunity to be heard, and for your courteous consideration. 

Senator Atiorr. Thank you very much, Mr. Quinlan. 

The subcommittee will be recessed until 2: 30. 

(Whereupon, at 12:20 p. m., the subcommittee recessed, to recon- 
vene at 2:30 p. m., of the same day.) 
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Senator Atiorr. The first witness this afternoon is Mr. Boyd Mahin, 
representing the National Retail Lumber Dealers Association. 

I notice you have a rather long statement. We have five to hear 
from this afternoon. And I will say this to all of you collectively, if 
there are any of you who can in any way shortcut the time that the 
reading of your statements might involve, it would be greatly appre- 
ciated, and they will all be made a part of the record. 

But, on the other hand, I do not wish to foreclose anyone from 


presenting his arguments and his views in the w ay that best suits his 
purpose. 


STATEMENT OF BOYD MAHIN, NATIONAL RETAIL LUMBER 
DEALERS ASSOCIATION 


Mr. Mant. I was going to ask the Senators’ indulgence if I could 
cut through mine : and not read it verbatim, there are certain particu- 
lars I would like to touch on, but otherwise, I would like to cut through 
and cover possibly a third of it. 

Senator Atiorr. That will be very fine. 

The statement then, without objection, will be made a part of the 
record as presented here. 

(The prepared statement of Boyd Mahin is as follows :) 


STATEMENT OF BOypD MAHIN FOR THE NATIONAL RETAIL LUMBER DEALERS 
ASSOCIATION 


My name is Boyd Mahin. I practice law in Chicago and for the past 20 years 
have spent a large part of my time with retail lumber dealers and their prob- 
lems. I appear here for the National Retail Lumber Dealers Association. The 
association, through its regional affiliates, is composed of retail lumber and 
building material dealers in all sections of the country. There are now more 
than 30,000 such dealers in the industry. Almost half of them are in small towns 
of less than 2,500 population (1954 Census of Business, bull. R-2-2). For the 
most part, they are relatively small establishments and it is common for one 
company to operate several yards in neighboring communities. There are a few 
large yards in major construction areas but even in large cities it is customary 
for there to be many small yards dispersed throughout the area. It is important 
to bear in mind, however, that the retail functions and facilities of individual 
yard units are quite similar, whether they are a single-yard operation, or part of 

4-, 10-, or 25-line yard operation. 

These retail yards average less than 7 employees per yard. About half have 
3 or less employees and about two-thirds have 5 or less employees. We do not, 
however, appear before this subcommittee as a low-wage industry. Average 
hourly earnings are $1.76 per hour, average weekly earnings $75.33 per week, 
which earnings are higher than in many manufacturing industries (January 1957, 
Monthly Labor Review). Further, for reasons I will mention later, our industry 
provides a continuity of employment practically more beneficial to employees 
than many so-called guaranteed-wage plans in production industries. 

From the inception of the wage-law in 1938 retail lumber dealers have been 
exempted and we want that exemption continued. The reasons for the exemp- 
tion, which were clearly stated at the time of enactment, equally prevail today. 
President Roosevelt in his message to the 75th Congress requesting enact- 
inentment of wage-and-hour legislation stated : 

“And so to protect the fundamental interests of free labor and a free people 
we propose that only goods which have been produced under conditions which 
meet the minimum standards of free labor shall be admitted to interstate com- 
merce. Goods produced under conditions which do not meet rudimentary stand- 
ards of decency should be regarded as contraband and ought not to be allowed to 
pollute the channels of interstate trade. * * * 

“Although a goodly portion of the goods of American industry move in inter- 
state commerce and will be covered by th: legislation which we recommend, there 
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are many purely local pursuits and services which no Federal legislation can 
effectively cover. No State is justified in sitting idly by and expecting the 
Federal Government to meet State responsibility for those labor conditions with 
which the State may effectively deal without fear of unneighborly competition 
from sister States. The proposed Federal legislation should be a stimulus and 
not a hindrance to State action * * *”’ (H. Doc. 255, 75th Cong. 1st sess.) 
{Emphasis added. ] 

In presenting the bill in the Senate, Senator Black said: 

“It provides a method of obtaining the objective of minimum wages and maxi- 
mum working hours in industries throughout the Nation which engage in the 
transportation of their goods in interstate commerce. Jt is not intended to, and 
does not, attempt to provide by Federal legislation the firing of minimum wages 
and maximum hours of employment in all the varied peculiarly local business 
units of the Nation. * * * So the bill, insofar as it relates to maximum hours 
of employment and minimum wages, is limited, except to the small extent I have 
heretofore indicated (sec. 8 (a), summarized above in paragraph 4 (1) (b)), to 
goods which are actually manufactured for transportation and are transported 
in interstate commerce. We therefore eliminate in the beginning any idea that 
this is an effort to regulate wages and hours in the various service employments 
throughout the Nation” (81 Congressional Record, 7648). [Emphasis added.] 

The principle was amplified in detail by Congressman Celler during the House 
consideration of the legislation. (83 Congressional Record, 7393, 7394). The 
original Senate report states: 

“The bill carefully excludes from its scope business in the several States that 
is of a purely local nature. It applies only to the industrial and business 
activities of the Nation insofar as they utilize the channels of interstate com- 
merce, or seriously and substantially burden or harass such commerce. It leaves 
to State and local communities their own responsibilities concerning those local 
services and other business trades that do not substantially influence the stream 
of interstate commerce. For example, the policy in this regard is such that it is 
not even intended to include in its scope those purely local and small-business 
establishments that happen to lie near State lines, and solely on account of such 
location, actually serve a wholly local community trade within two States” (S. 
Rept. 884, 75th Cong., 1st sess., p. 5). 

It may be that some of those favoring this legislation are dedicated to the 
hasic objective of greater Federal control of our economy and increased govern- 
mental regimentation of business affairs, and are supporting these bills as a 
means to that end. If so, there is probably little that can be said to them, other 
than to express fundamental disagreement with their basic objective. Cer- 
tainly, the proposed bills would further their purpose. 

However, to those proponents who are acting in the belief that there is a real 
need for wage-hour coverage in our industry, we urge that there are sound reasons 
why coverage should not be so extended. In other words, on the merits of the 
situation, the full exemption for retail lumber dealers should be continued. 


The proposed changes in basic coverage would “federalize”’ wage-and-hour regu- 
lations of local activities not specifically erempted 

These bills would enlarge basic coverage to include all employees of practically 
every one of the 30,000 retail dealers in the industry, by the broadcast application 
of commerce power yet devised, i. e., to “activities affecting commerce” which 
means “any activity in commerce, necessary to commerce, or competing with any 
activity in commerce, or where the payment of wages at rates below those pre- 
scribed for this act, burden or obstruct or tend to burden or obstruct commerce 
or the free flow of goods in commerce.” 

There is no mystery as to why the proposed language would have this effect. 
The present wage-hour law applies to employees “engaged in commerce or the 
production of goods for commerce.” The National Labor Relations Act (NLRB), 
on the other hand, applies to activities ‘affecting commerce”; and this language 
has been so broadly construed by the courts that the scope of Federal jurisdiction 
under the Labor Act proved to be practically unlimited. The legal gimmick 
largely responsible for this result was the concept that the sale or use of goods 
which originated in other States “affects commerce” (NLRB v. May Department 
Stores, 146 F. 2d 66 (C. A. 8, 1944), modified and affirmed 326 U. S. 376; Bran- 
deis & Sons v. NLRB, 142 F. 2d 977 (C. A. 8, 1944), certiorari denied 323 U. 8. 
751; NLRB vy. Hudson, 135 F. 2d 380 (C. A. 6, 1943), certiorari denied 320 U. 8. 
720: IBEW v. NLRB, 181 F. 2d 34 (C. A. 2, 1950), affirmed 341 U.S. 694). This 
heecame known as the “in-flow” doctrine and was eventually extended to cover 
the sale or use of materials originating in other States even after the materials 
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had come to rest within the State. Thus, the Labor Act, insofar as statutory 
power is concerned, applies to commercial hotels, restaurants, coal dealers, lumber 
dealers, hardware stores, office-supplies stores, paintshops, jewelry stores, music 
stores, stationers, clothing stores, grocery stores, drugstores, shoestores, feed- 
stores, undertaking parlors, and any other local business which purchases or uses 
materials originating in other States. It was with this possible effect that Con- 
gressman Celler was concerned when broad wage-hour-coverage language was 
under consideration by the 75th Congress. 

“It matters not if the business is local, purely local. If substantially that 
local store buys and receives substantially its stock and merchandise from out- 
side the States, it affects the stream of commerce and is considered embraced in 
the bill. 

“That standard is as broad as a barn door and will allow almost anything to 
come in. It may embrace any business. Let us take a retail butcher shop in 
my district. I should say that practically all the purchases of that retail 
butcher in my district must involve interstate commerce in the sense of this 
bill; namely, all the meat would come from outside New York State. The pork 
loins would come from Des Moines; possibly, the beef from St. Louis; the ten- 
derloins from Chicago; and the fowl from New Jersey. Where can they buy 
outside the large packing establishments, most of which are located—where? 
Not in Brooklyn, from whence I come. Of course, they may have a branch estab- 
lishment there, but most of that meat in fact would come from Chicago, from 
Cudahy, Swift, or Armour. There is no local meat. It practically comes en- 
tirely from the large packers. That the butcher ‘depends for his existence by 
substantial purchase of goods’ in commerce, he comes under the act, despite 
the words of section 11. 

“Let us take a building contractor in my city. All that he purchases for the 
erection of a building in my district would have to come from outside the State. 
His purchases are substantially from outside New York. 

“The iron and steel come from Michigan or Pennsylvania, as well as the 
planks; trim and flooring from Oregon or Washington, the brass and the por- 
celain appliances likewise come from outside our State borders. Thus con- 
tractors doing a purely local business would come under the bill. I do not in- 
stance these facts in opposition to the bill, as I am in favor of it, but I believe 
we must use a greater degree of exactitude in our definitions. 

“The flour which the local grocery store sells will very likely come from 
Minneapolis, the pickles and the catsup from Pittsburgh, the preserves from 
California, the sugar from Colorado, the maple sirup from Vermont, the rice 
from Louisiania, and the fruit from Fiorida. That grocer might be deemed 
affecting the stream of commerce if the present wording of the bill remains” 
(83d Congressional Record, pp. 7393, 7394). 

The coverage language of the proposed bills on the basis of 20 years of ju- 
dicial interpretation would have precisely the effect so accurately predicted 
by Congressman Celler. 

Proponents argue that language “affecting commerce” is in the National Labor 
Relations Act and that there is no reason why it should not be applied in the 
wage-hour law. Such argument is fallacious. The NLRA does not impose broad 
civil and criminal rights and obligations, and it is not self-operative. 

The exercise of legally existent jurisdiction by the Labor Board is discretion- 
ary. For many years the Board pursued an erratic and vacillating course 
which had blunderbuss enforcement effects in the area of localized business. The 
limitless reaches of Board authority exceeded the fondest hopes of the Board’s 
early crusaders. In order to bring some order out of enforcement chaos, the 
Board eventually was forced to adopt limiting jurisdictional ‘‘yvardsticks’” which 
were announced in a series of decisions." Thus by Labor Board action thousands 





1The NLRB Annual Report (1950) states: 


“One of the major problems confronting the Board from time to time since its estab- 
lishment in 1935 has been the extent to which it should assert its jurisdiction. The 
courts have held that the Board's authority over representation questions and unfair labor 
practices ‘affecting’ interstate commerce is as broad as the Federal power to requlate 
labor-management relations. The Board, however, has long taken the position that it 
will better effectuate the purpose of the act ‘not to exercise its jurisdiction to the fullest 
extent possible under the authority delegated to it by Congress, but to limit that exercisa 
to enterprises whose operations have, or at which labor disputes would have, a pro- 
nounced impact upon the flow of interstate commerce,’ For many years the question of 
where to draw the line necessarily turned upon the facts of each case as it came before the 
Board for decision. In October 1950, after long study of the pattern emerging from past 
decisions, the Board issued a series of unanimous decisions, setting forth more precisely 
the standards to govern its future exercise of jurisdiction. The Board said: ‘The time 
has come, we believe, when experience warrants the establishment and announcement of 
certain standards which will better clarify and define where the difficult line can best be 
drawn.” [Emphasis added. ] 
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of employers and millions of employees were excluded from application of the 
NLRA. 

These rules apply different standards in different industries but for local 
retail operations the current inflow requirements are $1 million direct inflow, 
or $2 million indirect inflow. Jurisdiction will also be exercised in the case 
of multiunit retail chains doing $10 million of business annually. (It will be 
noted that these limits exclude from the Labor Act millions of workers who 
would be subjected to the wage-hour law by the proposed bills.) 

Such limitless coverage could not be so alleviated under the wage-hour law, 
however, because coverage and criminal and civil rights and liabilities incident 
thereto are automatically imposed. The sanctions of the Wage-Hour Act are 
not and could not properly be turned on and off or varied at the discretion of 
the Labor Department. Admittedly, the impact of such automatic sanctions 
throughout the outermost reaches of the commerce power would be staggering 
and impossible of administration. In practical effect the whole field of wage- 
hour regulation of local enterprises would be preempted because few State 
laws could be expected to outdo the Federal act in such matters. 

On this point we concur in Secretary Mitchell’s testimony before this sub- 
committee: “These proposals would in effect obliterate any distinction under 
this law between interstate and intrastate commerce. * * * In practical appli- 
cation the law would go on to cover all enterprises and employees everywhere. 
* * * This is not my conception of the proper application of the commerce power 
in this field. This administration does not propose to extend this act to the 
millions of small local businesses.” 

Retail lumber dealers are essentially the type of small local businesses to 
which the Secretary referred—and they want to stay that way. As stated 
before, the many units of this industry perform substantially the same function, 
namely, that of having available in small or large quantities the multitudinous 
items used in building construction, repair, and maintenance, which are required 
to meet the needs of home owners, contractors, and other consumers in their 
respective communities. 

Building materials are heavy and bulky and must be stored in close proximity 
to construction jobs. Both time and transportation factors make it uneconomic 
in most cases to transport materials long distances. This is the reason why 
retail lumber distribution, for the most part, is through many dispersed small] 
yards, rather than through large concentration yards. The functions of these 
units are substantially the same whether particular yards are single units or 
are affiliated with other yards. In fact, gentlemen, it would be difficult to 
conceive of a more localized function. The activities of local lumberyards 
do not in any real sense burden, obstruct, or concern interstate commerce. The 
last commerce quiver vanishes when the goods are received in stock. There 
isn’t a semblance of commerce in the local sale, installation, and use of building 
materials. Such materials become part of the real estate (just like a planted 
tree) and are no longer susceptible to movement in commerce. And this is true 
whether the particular yard is affiliated with other yards in the same or a differ- 
ent State. 

This is undoubtedly what the late President Roosevelt, Senator Black, Con- 
gressman Celler, and the rest of the 75th Congress had in mind when they 
insisted that retail establishments should not be covered by the act. 

In recent years there has been an increasing public demand for less authority 
and control by the Federal Government and more by the States and local com- 
munities. The proposals before this committee are a complete reversal of this 
thinking and, in the view of our people, would be an unjustifiable extension of 
Federal regulation into an area traditionally and properly belonging to the 
States. 


The proposed bills would deny exemption to the large majority of retail lumber 
dealers. The exclusions from coverage under the exemption provisions are 
illusory 


Proponents have claimed that the target of these bills is the big chains and 
the big corporate farms, and not the thousands of small local businesses which 
would be brought within the basic coverage provisions of the act. It is argued 
that the exemption provisions would free all but the “big fish.” 

These claims do not carry force with our people for three reasons. In the 
first place, we consider these proposals as an opening wedge to complete cov- 
erage. We cannot help but look between the lines to the often expressed objec- 
tives of labor spokesmen that coverage should be universal. It seems to us 
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that the proponents of these bills are trying to divide our membership and to 
conquer our industry by pieces. A week ago Mr. Meany told this subcommittee 
that at least 10 million additional workers should be covered. At the present 
time there are 2 bills before the subcommittee which would reduce the 4-estab- 
lishment exclusion to 1. Labor has often sought bills which would abolish the 
retail exemption altogether. Even Secretary Mitchell (who has opposed the 
extreme provisions of Senate bill 1267) in 1955. and again before this group, has 
recommended a gradual whittling away of the retail exemption. 

We may be wrong, but the present approach seems to us to be a current 
application of the late Senator Long’s famous technique of paving every seventh 
mile and then campaigning to connect the links. If the present bills are passed, 
we do not think it is speculative to predict that at every succeeding session 
of Congress, labor forces will be demanding greater curtailment and elimination 
ot the retail exemption. 

Therefore, our people think they are realistic when they view the proposals 
before this committee as forerunner efforts for complete coverage. Once the 
principle of Federal regulation of local retail wages and hours is conceded it 
then will become just a question of how many, how much, and when. 

Secondly, the apparent exclusions from coverage are misleading. Under the 
specific exclusions of 4 or less units or $500,000 or less volume, we estimate that 
some 7,000 to 9,000 yards would lose exemption. There several thousand single 
yards and practically all line yards (even as small as 2 units) would exceed 
the $500,000 figure. A reason for this is that $500,000 is not a large volume in 
this industry. It would only cover the materials for 100 5- or 6-room houses. 
It would be only about the value of common lumber piled 25 feet high on a 
small 75- by 150-foot lot. It would represent only about 110 cars of common 
lumber or 50 cars of siding or flooring. 

Under these bills legal coverage would apply to a line of 5 small yards in 
neighboring towns whereas a single larger yard doing a $500,000 business would 
be exempt. Similarly, a yard on one side of the street doing $150,000 business 
and affiliated with 4 other yards would be subject to the act. While a yard on 
the other side of the street doing $300,000 business but affiliated with 3 other 
yards would be exempt. 

Secretary Mitchell’s exemption proposal is also unrealistic. The limits of 
$1 million and 100 employees are higher, but the arbitrariness of the dividing 
line is the same. 

In addition to the thousands of yards legally covered, the practical equivalent 
of legal coverage would result for a large majority of yards technically exempted. 

There are few communities in the country in which one or more yards would 
not be subject to the act under these bills, either because it is a line yard or 
because of its volume of business. If the statute imposes wage-hour require- 
ments on one yard similar requirements will extend to other yards. As any 
of the labor representatives here will confirm, the high-wage employer in any 
competitive area sets the pattern for the area. If a union can get a high con- 
tract from one company, the area battle is half won. As a matter of fact, in our 
industry it is common practice for unions to insist on dealing with all lumber- 
yards in a community as a group and this usually results in all yards operating 
under the same or similar agreements which must be equal to or higher than 
the statutory obligations of any member of the group. 

Thirdly, the draftsmen of these bills have resurrected a prewar definition 
of “retail establishment’ which would be particularly damaging to our in- 
dustry, and which would deny exemption to practically all our 30,000 members. 

It will be recalled that wage-hour attorneys, in their early crusade for 
broader coverage, devised the theory that only sales for private consumption 
were retail and sales for business consumption were nonretail. This unique 
theory was embraced by the Supreme Court in the Roland case (326 U. S. 657 
(1946)). It was this concept and this case which caused Congress in 1949 to 
amend the retail exemptions to establish the industry recognition test in order 
to insure that sales for business consumption would be accorded their proper 
retail classification and that local retailers would not be denied exemption. 

Instead of the retail recognition test, the present bills would permit exemption 
only if sales for resale and sales to customers engaged in a mining, manufac- 
turing, transportation, commercial or communications business in the aggre- 
gate do not exceed 25 percent. Presumably, this is intended as including all 
business users. The term “commercial business” in a broad sense includes all 
trade and commerce. In the present context it is presumably intended to cover 
all types of business not covered by the other terms: In any event, we strongly 
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suspect that the proponents of this legislation would insist that sales to building 
contractors, commercial farmers and all types of mercantile businesses would be 
classed as wholesale. 

The impact of this on our industry would be devastating. There are few 
retail lumber dealers, even in the smallest hamlets, whose sales for resale to con- 
tractors and other business consumers would not substantially exceed the 25- 
percent limit. In fact, if this definition stands, the proposals as to basic cov- 
erage and the other retail exemption limitations would become academic insofar 
as our industry is concerned. With few exceptions our 30,000 dealers would 
be subject to the act. 

Therefore, gentlemen, since the expanded coverage of the proposed bills would 
reach all retail lumber activities and all employees in our industry, without 
effective exemption protection we must urge that the bills be rejected in order 
that our exemptions may be preserved. 

There are additional cogent reasons why the exemption of retail lumber 
dealers should be preserved. 


Wage-hour coverage would impair retail service in our industry 


The retail lumber dealer’s product, in large part, is service. The essentiality 
of his function is based upon his ability to serve the needs of homeowners, con- 
tractors, and other consumers in his community. As the members of the sub- 
committee know, the operations of local yards are necessarily adapted to the 
living requirements and buying habits of their customers. To a large extent 
customers of retail yards require service at other than normal working hours. 
Yards must be open early and late 6 days a week. Dealers can’t change the 
fact that farmers must buy in the evenings and on Saturday. “Do it yourself” 
customers must buy before or after work on weekdays and on Saturday. Con- 
tractors must have early access to yards in order to maintain continuity of 
construction jobs. Dealers handling coal and fuel must be able to make deliveries 
early and late. 

In other words, a retailer’s operations cannot be controlled according to man- 
hour productivity as can production lines. In factories work can be scheduled 
in advance. If orders fall off, shifts can be staggered, employees can be laid 
off, and departments can be shut down. The retailer, however, must stay open 
for business in order to serve his customers, and this is true despite the fact that 
every day and every week there are many hours when there are few customers 
to serve. Thus, in retailing there is a large fluctuation in the productivity of 
man-hours which even with the best management is an inherent factor of the 
retail function. 

Retail services and facilities in our industry cannot be turned off and on like 
a factory line. All this was, and still is, the principal reason for our exemption. 
Service of this kind cannot be furnished at overtime penalty rates and the in- 
evitable effect of coverage would be the curtailment of retail services and in- 
ability to meet the needs of the buying public. 


The burdens of wage-hour records, regulation and inspection should not be 
imposed on retail lumber dealers 


Our dealers must confess a desire to avoid the burdens of regulation, inspection, 
recordkeeping and like incidents of Federal control. Our people vividly remem- 
ber the NIRA and OPA regulations, records, and inspections. Few dealers are 
equipped to comply with wage-hour requirements. It takes hours just to read 
the technical regulations and bulletins of the division. Meticulous records must 
be kept of time worked, overtime, regular hourly rates, the basis of wage compnta- 
tion, ete. Wage and Hour Interpretative Bulletin part 778 deals with the single 
question of overtime requirements. There are 90 topics in the table of contents. 
Even large corporations with technical staffs and high-priced lawyers have 
difficulty in keeping abreast of all these requirements. Many such companies 
spend thousands of dollars yearly in the effort to comply with the technicalities 
of the act—sometimes unsuccessfully. 

There is no question but that the desire not to impose such burdens on local 
business units was a reason the Congress, in wage-hour law considerations, again 
and again has stressed the necessity of avoiding Federal control over these local 
retailing activities. Our dealers urge that these burdens not be imposed on them. 


Loss of exemption would be detrimental to employees in this industry 


As previously stated, our average wages of $1.76 an hour far exceed the 
statutory minimum and the rates of many manufacturing industries. It is true 
that wage-hour coverage would require additional overtime payments for work 
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over 40 hours per week. However, we do not thing this incidence of coverage 
would prove to be of lasting benefit to employees. 

To an extraordinary degree, retail lumber dealers have provided substantial 
stability and regularity of employment to their workers. Most employees are 
hired by the month or the year. The national and State associations sponsor 
schools for employees and to a large extent these trainees look upon their jobs 
as lifetime positions. It is common for dealers to carry their regular employees 
on a salary basis month in and month out through slack as well as busy seasons. 
This makes it possible to handle the business during rush seasons and to average 
things out during slack periods, which is of mutual benefit to dealers and 
employees alike. Such averaging is impossible under the wage-hour law. 

If wage costs in this industry are increased to a point that man-hour pro- 
ductivity becomes a controlling factor (as is now the case in manufacturing) 
the regularity of work now enjoyed by retail employees will be endangered. 
The imposition of penalties for overtime work would force dealers to shift 
toward the factory system of staggered work schedules and layoff and recall 
practices. Employment in the retail lumber industry would tend toward the 
seasonal employment fluctuations of the construction and farm industries it 
serves. 

I believe that few retail employees, informed of the pros and cons, would want 
to trade their present employment stability for the factory system of production- 
line schedules. They would realize they now enjoy more security and continuity 
of employment than would be available under a factory-type system. 


Loss of exemption would deny job opportunities for many workers im this 
industry 


At present retail dealers are able to provide livelihoods for thousands of 
people who for one reason or another are unable to handle regular full-time 
jobs, i. e., watchmen, part-time workers, students, superannuated employees, 
janitors, etc. To many families this is a major factor in meeting the family 
budget. A substantial increase in overall wage costs would necessarily require 
the employment of more productive labor and labor-saving devices. Dealers 


could no longer afford to provide employment for many of the low productivity 
employees now carried on payrolls. 


Gentlemen, we firmly believe that it is to the interest of all concerned that 
the exemption for retail lumber dealers be preserved. The same considerations 
that led to the original exemption prevail equally today. We urge that this 
subcommittee reject such of the proposed amendments as would srike down 
all or any part of this industry’s long recognized exemption. 


Senator Atiorr. And you may go ahead and comment as you feel 
inclined, Mr. Mahin. 

Mr. Manin. My name is Boyd Mahin. I am a lawyer from Chi- 
cago. And for the past 20 years I have spent a good deal of time 
with lumber dealers and their problems. I am here today represent- 
ing the National Retail Lumber Dealers’ Association, which has 
regional affiliates lumber dealers scattered in practically all sections 
of the country. 

There are about 30,000 of these dealers. And for the most part I 
think it is important to have in mind in a hearing of this kind that 
they are relatively small establishments, and it 1s common for one 
company to operate small units in neighboring communities. 

There are a few large yards in the big cities, but even in the large 
towns you will find that it is common practice to have small yards dis- 
persed through the communities. And I think if you will recall 
your home towns you will realize that that is true. 

Now, I would like to emphasize that regardless of the size of the 
yard, and whether it is a single yard or a part of what we call a 
line series, which is a chain series in our industry, the retail func- 
tions and the facilities are quite similar. We don’t have very much of 
the large concentration yard situation. 
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Now, to get a further idea as to the size, these yards average less 
than 7 employees per yard, but half of them have 3 or less employees, 
and about two-third have 5 or less. 

We do not, however, appear as a low-wage industry. The average 
hourly rate or average hourly earnings in our industry is $1.75 an 
hour, and weekly earnings about $75 a week, which, of course, is higher 
than many manufacturing industries. 

And further, a very important feature in our industry is that we 
provide a continuity of employment for employees, which in practical 
effect is probably more advantageous than many of the guaranteed- 
wage plans. 

Without detailing the legislative history, which has been reviewed 
somewhat this morning, I should point out that, as the subcom- 
mittee knows, retail lumber dealers from the beginning have been 
exempt completely from the wage and hour law. And the reasons 
for that exemption continue today. 

Without discussing the many quotations I have here, I think the 
point is illustrated by the original Senate report, which I have in my 
statement : 

The bill carefully excludes from its scope business in the several States that 
is of a purely local nature. 

It leaves to State and local communities their own responsibilities concerning 
those local services and other business trades that do not substantially influence 
the stream of interstate commerce. 

The people I represent, Senator, are opposed to the bills before this 
subcommittee which would tamper with the retail exemption, for 
principally three reasons. The first is that we object to the broad 
extension in basic coverage; secondly, the exemption language that is 
contained in the Morse bill, 1267, and related bills, is illusory. It 
doesn’t provide the exemptions that it purports to provide in prac- 
tical effect, it doesn’t have the effect it has been represented to have 
in these hearings. 

And, finally, the loss of exemption and coverage of our dealers 
would impair our retail services, of course. But more important, we 
think that in the long run it would not be beneficial for our employees. 

I am going to touch briefly, if I may, on this basic coverage provi- 
sion, having in mind the difference between basic coverage on the one 
hand and the exemptions that take you out of the act on the other. 

It is unquestioned that these bills—and by “these bills” I mean those 
that use the phrase, “affect commerce,” would cover every one of our 
30,000 lumber dealers in the United States under basic coverage. And 
that, of course, is because of the breadth of the language. And I am 
not so sure the present language is broader than that used before. It 
purports to be, but even the old “affecting commerce” language under 
the Wagner Act was held to reach the farthest reaches of Commerce. 
Thus this extra language may be just gilding the lily. 

Senator Attorr. Then there would be no question in your mind that 
the phrase beginning on line 25 of page 3 of S. 1267 “competing with 
any activity in commerce,” would certainly throw in every lumber 
store in the country, wouldn’t it? 

Mr. Mautn. There is no question, Senator. And the vice of it is 
this—— 

Senator Atiorr. We are still speaking directly to the first point, 
and not to the exemption ? 
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Mr. Maurin. That is right. The vice of it is this. Now and then 
you will get a court which still thinks there is something left of State 
authority, you see. And you have a close case where he says, “Well, we 
are almost to de minimus.” Then if you toss it in the language, “com- 
pone! with someone else, it ealil: throw the weight against you— 

ut I think it would be against you anyhow. 

There is no mystery why that is true. The present act applies, as 
you know, to people engaged in commerce or the production of goods 
incommerce. That has been pretty well defined during a long judicial 
struggle. But the Labor Act, as you know, applies to the activities 
“affecting” commerce. 

Now, the legal gimmick in this thing is this. The idea that has been 
developed i is that the sale or use locally of materials which at one time 
originated in other States makes the local activity affect commerce. 
That was sustained in a long series of cases. And later it was extended 
by the Labor Act attorneys w ith support of the courts to be known as 
the “inflow doctrine”—“inflow,” meaning out of States goods comin 
in—and extended to reach not ‘only activities immediately but secon 
or third step activities after the goods have come to rest in the State. 

Thus, insofar as the Labor Act authority is concerned, under the 
language affecting commerce, it applies to these activities by way of 
illustration: Hotels, restaurants, coal dealers, lumber dealers, hard- 

ware stores, office supply stores, paint shops, jewelr stores, and a lot 
of others I have listed, feed stores, undertaking par ors—if you bring 
the casket in before you put the body in it to bury it, and you are 

“affecting” commerce. 

Senator Atiorr. There is no question about that being a local activ- 
ity, is there? 

Mr. Manin. Well, it depends upon where the spirit goes, I suppose, 
Senator. 

The Labor Act applies to any other buriness which uses any appre- 
ciable amount of materials received from other States. 

Now, that effect, it is a legal fact, there is nothing we can do about 
it. And the proponents of this legislation know that that effect would 
follow. But they argue that since you use that language in the Labor 
Act, why not put it into this bill? That argument is absolutely fal- 
lacious, for a very fundamental reason, which I suggest this committee 
might wish to consider. And that is this. The exercise of legally 
existent jurisdiction under the Labor Act (the Wagner Act and the 
Taft-Hartley Act) is discretionary in the Labor Board. For many 
years the Board applied an eratic and a vacillating course which had 
blunderbuss enforcement effects in the field of local enterprise. 

We are all familiar with that. And it finally became necessary for 
the Board to establish jurisdictional rules below which it would not 
enforce the act. 

Those rules in my statement are with reference to retail lumber 
dealers, $1 million “inflow.” That means we get our lumber direct 
from Oregon and Illinois; $2 million indirect “inflow,” that is, in 
Joliet we get it from Chicago, it having come to Chicago first. 

Now, that lets $2 million bring us under the act on indirect “inflow.’ 
You will notice that it is higher than any other standards ae 
even the Secretary’s suggestions. 

On the sales side, the Labor Board standard is $10 million in sales. 
Now, the effect of this limitless coverage under the wage-hour law 
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couldn’t be alleviated as it has been under the Labor Act, for the 
very obvious reason that the civil rights and liabilities and obliga- 
tions attach as a matter of law automatically under the wage-hour 
law. The sanctions under that act are not, and couldn’t properly 
be turned on and off according to the dictates of some administrative 
agency. They couldn’t exclude that large group as they have under 
the Labor Act. 

Now in practical effect, the whole field of wage-hour regulation of 
local enterprises would be preempted, because few State laws could 
be expected to outdo the Federal act in such matters. 

This morning Senator Ives asked this question. He said, “Why 
wouldn’t it be a good idea to pass a little bill here which put the 
heat on the States in the fashion of letting the Federal Government 
establish a standard and then if the Department thought the local 
law was adequate, let the State out from under the Federal law ?” 

Well, theoretically that might have some appeal. But practically 
you would be in that instance putting the Federal Government in 
the saddle, and the States would either have to act as satellites or not 
act at all. 

Under the Wagner Act there is a similar provision. The Wagner 
Act provides that if there is a State setup, that involves the same 
labor regulation protection as the Federal act, then the Department 
may let the State take care of it. For 20 long years the Department 
of Labor has been looking for such a State law, and they haven’t 
found it yet. So today we have the Federal Government still admin- 
istering the whole Labor Act. And there is no reason to feel that 
it might not follow in the same fashion under the wage and hour 
law. 

Now then, these lumber dealers that I represent are small operators 
and they operate locally and there are physical reasons for that. 
Building materials are heavy and bulky, and they have to be stored 
close to the place you are going to build. And that is the reason why 
retail lumber distribution for the most part is through these small] 
dispersed yards rather than through large yards. Frankly, aside 
from the receipt of goods from out of State, it would be hard to 
imagine a more localized activity than a retail lumber yard. 

There isn’t a semblance of interstate commerce involved in the 
storage, the sale, the installation of building materials. After you 
get the building up, it is just as local as a standing tree. It is there, 
and it doesn’t affect commerce. 

So, we feel that a shift of basic coverage to “affecting commerce” 
under the wage-hour law would effectively preempt the field for the 
Federal Government, and we think that is the wrong direction, 
because we feel that the direction should be more toward a restoration 
of such activities and control to the States. 

My second point is this: The proposed bills would deny exemption 
to a large majority of retail lumber dealers. The exclusion from cov- 
erage under the exemption provisions in our industry are completely 
illusory. 

The proponents of these bills say that they are intended to catch the 
big chain stores and the big corporate farmers and the big operators. 
But these claims aren’t acceptable to our people for three reasons. 
And I am going to itemize them. 
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In the first place, we think of these bills merely as the opening 
wedge toward complete coverage. We are not so naive but to read 
behind the lines the statements of labor proponents as to their ultimate 
objective, which is the complete elimination of the retail exemption. 

A week ago Mr. Meany told the subcommittee that at least 10 million 
additional workers should be brought under it. At the present time 
there are bills pending here in the Senate which would change the 
4 establishment limits to 1. Labor has repeatedly introduced bills 
which would deny the exemption altogether. I don’t know of one at 
this session, but there were plenty when we last considered this in 
1955. 

Therefore, our people think they are realistic when they view these 
proposals as the forerunners of complete coverage, because, once the 
principle of Federal regulation of local retail wages and hours is 
established, it just becomes a question then of how much and how 
often and when. In other words, it is a forerunner. 

The second thing is a very pre actical point that I have heard men- 
tioned this morning. Some of our people would be brought specifi- 

sally under the : I am talking about the Morse bill. This 4 or less 
unit or $500,000 « or less standard, we estimate would deny exemption 
to some 6,000 to 9,000 of our lumber dealers directly. There are sev- 
eral thousand single yards, and a large number of line yards (which 
are more-than-one-unit companies) ‘which would have more than 

$500,000 a year. Now that is a lot of money. But it is not a big 
amount or a large amount in our industry. 

A $500,000 diamond is not a large volume in the jewelry business. 

This $500,000, I thought you might be interested in knowing, would 
cover only the material for about 100 small houses. If you could stack 
up common lumber 25 feet high on a lot 75 by 150 feet that is all that 
would be covered. It would represent only about 110 cars of common 
lumber or 50 cars of siding or flooring. So a lot of our people would 
lose exemption immediately. But that is not the important thing, 
that is not the thing that would hurt us most. 

In addition to these thousands that would come under it directly, 
the amendments would have the practical equivalent of coverage 
for many of our other people. And why? There are few communi- 
ties in the country in which one or more yards would not be subject 
to this act. It is a practical fact. that if the statute imposes a wage- 
hour requirement on one yard, similar standards will extend to other 
yards. 

If there are any labor representatives here they will confirm the 
fact that if you can get a high-wage employer in a given area, you 
have the battle won, because you have then est: ablished the pattern 
for the area. 

Even more than that, in many areas the unions insist that the yards 
in the town deal with the union as a group. We call it a unit, an 
“appropriate unit” covering the group. It is just commonsense and 
the fact is that when you deal with a group the contract has to be as 
high or higher than the wages of anybody in the group. And so 
when the proponents say the bills catch only the big fellows, they are 
being completely unrealistic. 

Thirdly, the reason we are covered is also a unique one. The drafts- 
men of these bills have resurrected a prewar definition of retail exemp- 
tion which would deny exemption to practically all of our 30,000 
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dealers. And I am talking about every little one. It may be recalled 
that the wage-hour lawyers in their early crusades for broader cover- 
age devised the fear that only sales for private consumption were 
retail, and that sales for business consumption were nonretail. 

This unique theory was embraced by the Supreme Court in the 
Roland case, and was the reason for the 1949 amendment to the act 
which provided a retail recognition test in order that these business 
sales would be treated as private sales, and the retailers would not lose 
their exemption. 

What does this bill do? It cuts out the retail recognition test, and 
it provides that the only sales that would be non-retail or wholesale 
are sales for resale and sales to customers engaged in mining, manu- 
facturing, transportation, commerce, or communications business— 
all of which in the aggregate couldn’t exceed 25 percent. 

I don’t know what the draftsman had in mind, but obviously it was 
intended to cover business users. If this is as broad as it appears, the 
impact on our industry would be devastating, because there are few 
retail lumber dealers even in the smallest hamlets whose sale for resale 
and to business users would not substantially exceed 25 percent. For 
that reason, we are very much opposed to the bill, and any of them 
which would deny us all or any partial exemption. 

My last point I would like to touch on briefly, because the idea has 
been explained before, but I doubt if it applies in any retail industry 
more than ours. And that is, that coverage would impair the service 
we are able to provide for our customers. 

The retail dealers’ product in large part is service. And as I have 
said, that is the reason for his function in distribution, his ability to 
serve these people, homeowners, contractors, and other consumers in 
the community. 

Whatever he may think about it or want to do about it, his operations 
are necessarily adapted to the living requirements and the buying 
habits of his customers. 

To a large extent lumber dealer customers require service at other 
than what we think of as ordinary working hours. Yards must be 
opened early and late 6 days a week, dealers can’t change the fact 
that farmers must buy in the evening and on Saturdays, do-it-yourself 
customers have to pick up their purchases before or after work or on 
Saturdays, and contractors must have access to lumberyards before 
work starts in the morning. 

In other words, in this industry we can’t control operations on a 
man-hour productivity like you can factory lines. I know that in 
factories, as you do, you can schedule work in advance. If orders 
fall off, shifts can be staggered. Employees can be laid off, and de- 
partments can be shut down. The retailer, however, must stay open 
for business in order to serve his customers. 

And this is true despite the fact that every day and every week there 
are many hours in the ordinary retail operation when there are few 
customers to serve. If the act applies to our people, this type of 
service cannot be continued at the premium rate which would be 
required. 

I am not going to comment on the recordkeeping problem, but 
frankly, for these small dealers of 3 to 5 and even larger ones that I 
have talked about, the problem of keeping up with the meticulous 











MINIMUM WAGE PROTECTION 567 


record requirements of the wage and hour law would be virtually 
impossible. 

Finally, we do not think that coverage would benefit the employees 
in the industry. I have already noted that our wage average is con- 
siderably higher than the minimum, and higher than many other 
industries. But it is true that we work longer hours and that we 
would have to pay time and a half over 40 hours, let us say. But in 
the long run we do not think that we would benefit employees, for a 
very obvious reason. 

If you will think about the lumberyard in your own town, you will 
realize that what I say now probably applies to it, as well as those 
generally. To an extraordinary degree lumber dealers have provided 
substantial stability and regularity of employment to their workers. 
Most of their employees are hired by the month or by the week or 
even by the year. 

It is common and customary for dealers to carry their regular 
employees on a salary basis month in and month out throughout slack 
times as well as busy seasons. It makes it possible to handle the 
business during the rush seasons and to average things out during 
slack periods. And this, of course, is not possible under the wage and 
hour law, as you know. 

If wage costs in this industry are increased to a point that man-hour 
productivity becomes a controlling factor, as is now the case in man- 
ufacturing, the regularity of the work now enjoyed by retail employees 
will be endangered, and the imposition of penalties for overtime work 
would force dealers to shift toward the factory system of staggered 
work and layoff-and-recall practice. Frankly, we believe that few 
retail employees themselves—who, incidentally, aren’t the ones who 
are promoting this legislation by and large—informed of the pros 
and cons, would want to trade their employment stability and secu- 
rity for the factory system of production-line schedules. 

And also, of course, there is the problem in our industry that has 
been mentioned in others, we do provide employment for many mar- 
ginal workers who would have to be displaced by more productive 
workers or by machines if the productive factor became all important. 

Now, gentlemen, for these reasons we believe it is to the interest of all 
concerned that the exemption for retail lumber dealers in its entirety 
be preserved. The same considerations that led to the original exemp- 
tion prevail equally today. 

We urge that this committee reject any amendments which would 
strike down all or any part of this long-recognized exemption, and 
that goes for the suggestions of Secretary Mitchell as well as the other 
bills before the committee. 

Senator Attorr. Mr. Mahin, as a lawyer, is there any legal justifica- 
tion, as far as you know, for providing an arbitrary cutoff for exemp- 
tion by size, as has been done in S. 1267? 

Mr. Manr. The legal justification to avoid the stigma of arbitrary 
action would have to be based upon sound factual proof that such a 
line was not unreasonable, and in nothing I have heard or read concern- 
ing these hearings have I seen or heard such justification. That is 
the legal result. 

Senator Atnorr. Well, I believe Mr. Quinlan spoke to that point 
this morning. But if Congress can expand the wording of this as it 
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has done, or as you have suggested that it is expanded without the com- 
peting words in there, and if it can set the limit at $500,000, it could 
tomorrow set it at $250,000, and the day after that at $10,000, and it 
would all be just as legal, one as the other, would it not? 


Mr. Manin. I would say without justification one would be as arbi- 
trary as the other. 


Senator Avtotr. That is putting it another way. 

Mr. Manin. Yes. 

Senator Atxorr. Thank you very much for your statement, sir. 

The next witness is Mr. John J. Riggle, representing the National 
Council of Farmer Cooperatives. 

You have a very short statement, Mr. Riggle. I suggest that you 
just read the statement and then comment on it, if you wish. 


STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL COUNCIL 
OF FARMER COOPERATIVES 


Mr. Rieeie. Thank you, sir. I think we will get through quicker 
that way, probably. 

I am John J. Riggle, secretary of the National Council of Farmer 
Cooperatives. This organization is a conference body of farmers’ 
associations which purchase farm-production supplies and also mar- 
ket the products of farmer members in their Bn rt associations. 

There are in our organization some 120 federated and State groups 
representing and affiliated with some 5,000 local farmer cooperatives 
operating in rural areas. 

And it is the impact of these proposed laws on these smaller coopera- 
tives operating in rural areas, mostly in county-seat towns and other 
farm towns, that is the basis for our statement on these bills. 

The amendments to the Fair Labor Standards Act proposed in some 
of the bills before this subcommittee as has been mentioned before will 
eliminate the minimum-wage and maximum-hour exemptions for 
agricultural processing plans, chain stores and local utility offices lo- 
cated in rural communities. 

Such amendments would have the effect of forcing, by wage com- 
petition, the independent stores, small processors, elevators, handlers 
of farm products and farm-supply concerns in rural areas and small 
towns serving such areas to meet the wage scales of local branches of 
public utilities, chainstores, and metropolitan processing plants, and 
to pass these costs along to farmers and rural residents in the price of 
food, clothing, and production supplies. 

It would affect not only the minimum wage, but the whole wage 
scale in such areas would be adjusted to maintain wage differentials 
and relationships, as experience has shown. This would increase the 
cost rigidity and raise the level of farm living and production costs, 
since ultimately the costs of doing business in a rural community are 
largely absorbed directly or indirectly by farm families. This in- 
cludes the cost of living, of capital equipment, of operating supplies 
and labor, and the deducts from returns from marketing, because those 
come out of the price, which is returned to the farmer. 

The amendments restricting the exemptions for agricultural labor 
will also operate, through competition—and this competition is very 
keen, I think—with larger employers for workers, to boost farm-wage 
rates beyond the reach of the small family-farm operators, many of 
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whom are already unable to compete for farm labor, or to provide the 
capital for high-priced equipment in lieu of workers. 
Senator ALiorr. May | make an inquiry at that point, because I 
think it is a very cogent one. 

It is a fact, is it not, that the average family-sized farmer today 
finds himself very hard put financially to employ the added labor 
he may need from time to time throughout the year to harvest and 
plant his crops and care for his crops? 

Mr. Ricere. It is true, not only from the standpoint of cost, but 
from the standpoints of the availability, which is a factor of the wage 
scale, the effects of which penetrate almost to the furthest reaches 
of these agricultural areas, except in very remote ones. 

Senator Arrorr. Thank you, sir. 

Mr. Riacix. These smaller farm operators are practically forced to 
seek off-farm employment, for which because of age and experience 
they are not fitted, and to restrict or abandon farming operations. 
At present these costs are more a factor in eliminating small farmers 
than the level of prices, because other segments of the economy are 
absorbing farm income through increased costs of equipment, supplies 
and labor. 

Eliminating small farmers does not reduce farm surplus production 
because larger commercial farmers may either buy or rent the land, 
and probably i increase, and generally do increase, total production by 
mechanization and technology, and the ability to secure workers. In 
addition, the larger family farm operators who employ 1 or 2 year- 
round hired workers would be limited to 3, or 2, seasonal workers for 
any quarter in the last preceding 4 quarters in order to avoid the 
restrictions under the proposed modification of the farm labor exemp- 
tions. And it is particularly this one bill that has been mentioned 
here, S. 1267. 

Senator AtLorr. While we are on this, I don’t know whether you 
were present the first day we had hearings, but I discussed that at 
some length with, I believe, Mr. Meany, and some others. Would 
you consider, since you repr esent farmers directly and indirectly, that 
the person who had to employ 1 or 2 year-round hired workers, or 
3, or 2 seasonal workers, was big business or out of the family class 
of farms? 

Mr. Riacie. Not at all, no. 

Senator Atxorr. Is that a usual situation generally throughout the 
country # 

Mr. Riceir. That is quite the usual situation, and more so since 
this so-called technology, and so forth, has been foisted on the farmers, 
and they have had to increase the capital for all this equipment and 
high skilled workers to operate it. And that is very true—the type 
of thing that purportedly is to be approached by these minimum wage 
amendments would be the so-called corporation farm hiring many 
people. 

But actually, the terms that are written into the bill would affect 
farmers, neighbors of mine, out here 40 miles, who hire 3 and 4 year- 
round workers, and would have no exemption if they hired any sea- 
sonal workers, which they have to do. 

Senator Attorr. Thank you. I just wanted to clear up that point. 

Mr. Rice. Since planting, cultivation and harvesting are sea- 
sonal operations which overlap each other this may mean that the 
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large family farm operator will try to maintain four year-round hired 
hands, invest more capital—if they can get it, and it is getting pretty 
tight—in mechanization and minimize seasonal operations in order 
to escape industrial hour and wage requirements, thus adding addi- 
tional straitjacket rigidity to his operations and costs. 

As a matter of fact, farm mortgage and short-term debt was at a 
poem high of $16.8 billion in 1956, up from $8.3 billion since 1947. 
his is due to the increased squeeze of capital and operating costs. 

The chief ingredients of added farm costs are increased costs of 
capital expansion and wages in industry, both in the basic industries 
such as steel and in the fabricating industries such as the manufacture 
of specific farm equipment and supplies, which are passed along to 
the distributor and he in turn, after upping the margin on a per- 
centage basis as he has to do, including any wage increases he has 
sustained in his business, passes them on to the farmer. 

Now, industrial wages are currently figured in take-home pay, and 
this means that the income tax of the factory worker, including the 
tax increases incident to wage increases, as well as the income taxes 
of the corporation, and of the handlers and their employees, are 
added to costs and passed along to the farmer in the price of farm 
supplies and services. 

The farmer cannot pass these increased factory costs and taxes, in- 
cluded in prices paid by him, along to anybody because he sells in 
a buyers’ market, which deducts handling and transportation costs 
from the prices paid to the farmer. The farmer absorbs the deducts 
or quits and perhaps goes to town to get a job where he can pass his 
wage and tax along to consumers of goods and services. 

The net effect of this is that the farmer has to pay the factory costs, 
and taxes and the increases therein incident to production of all the 
farm equipment and supplies he buys. This constitutes the major 
portion of the pressure in the cost squeeze. 

Our Government has fostered plant expansion and the high wage 
and high tax policy, and has elected to compensate the farmer by price 
supports and subsidy. Actually, Government subsidy to farmers has 
not equaled the increase in income taxes and capital expansion and 
operating costs of industry and transportation which farmers have 
absorbed in purchasing equipment and supplies, hence the cost squeeze. 

I wish to incorporate by reference our more extended statement 
given before this subcommittee on May 3, 1955, in which we incor- 
porate two primary exhibits, one of these local cooperative purchas- 
ing associations operating in a rural area and competing with rural 
businesses and costs of wages and operation, and the other operating 
in an industry area competing with the industrial wage scale. 

It is quite apparent from those exhibits, of course, that in an in- 
dustry area the wage scale is already by competition in line with 
industrial wages of the area where, as in the rural area, there is 
considerable differential, and an increase would be indicated right 
away, and the operating costs which have been indicated in some 
other business would wipe out the margin entirely. 

Now, we oppose removal of the minimum wage and maximum 
hour exemption which affects employees on farm and rural industry 
because agriculture, already in a cost squeeze, would be enmeshed still 
further in an economic straitjacket. It cannot pass its costs along, 
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or modify substantially the seasonal and biological laws which govern 
farm crop and livestock production. 

We favor the clarification by statute of the definition of “area of 
production” and “first processing” in order to properly define the 
field of rural industry in rural areas, in order to maintain the rural 
area exemptions against the encroachments of restrictive administra- 
tive interpretations. 

In that connection, Mr. Chairman, I would like to call attention 
to S. 1418, by Mr. Stennis, which embodies these general recommenda- 
tions with regard to the area of production and first processing. 

The main purport of that bill is to define by statute some definitions 
that had been left to administrative decision, and which have been 
continually, more or less, restricted from time to time, until by these 
interpretations of commerce and affecting commerce, and so on, they 
have, in a great many instances, to all practical purposes, eliminated 
the exemptions which were written into the law in section 13, as they 
affect agriculture. 

It is our feeling that if this continues, that perhaps agriculture 
will have to be industrialized and adopt some of the methods of cor- 

orations, and so forth, that is ultimate in the long run, because 
independent farm families can’t pretend to capitalize and pay the 
wage scales and the costs which are being forced upon them and 
getting to be more and more of a squeeze, 

Senator Atxorr. I think you have made a very significant contri- 
bution, because in this matter it does seem to me that the very effect 
of this bill would be the opposite of what the proponents of it pro- 
claimed; the supporters of it—I should say, perhaps, rather than 
proponents—because the net result would, as you have suggested, be 
that the individual family-sized farm would have to break itself 
down into a much larger group or unit and be farmed on a mechanized 
basis, and there you would be breaking down one of the most valuable 
assets which we have in our country, which is our individual farm 
family unit. 

It is a social, as well as an economic, asset almost beyond valuation 
to this country. 

Mr. Riceiz. That is not only true but, further than that, the figures, 
the statistics compiled by Government and the census show that as 
they do mechanize and capitalize at high levels, they borrow more 
and more money; it becomes a credit and cash basis of operation, 
whereas before there was some leeway in the elasticity of the farmers 
to tighten up their belts and carry on, because they raise their own 
feed and fuel, and so on. 

But the figures show that the doubling of not only the debt, largely 
because of the cost of mechanization, which is capital, but also because 
of the cost of operation, which is also involved in the wage schedules, 
the cost of fuel and the cost of other farm supplies, fences and roofing, 
and all of that sort of thing, which is all involved in the wage aihed- 
ules, has been converted into long-term debt. 

So there is nothing in the trend at the present time to indicate that 
by industrialization, or large size, as opposed to family-sized opera- 
tions, that you escape. 

So that, even with the forced industrialization and the minimum- 
wage scale or the competitive-wage scale, which is more factual and 
more realistic, there is nothing to indicate that there is any escape or 
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any economic basis to continue farming in this country as it has been, 
as a part of the economic system, or any foreseeable basis. 
Senator Attorr. Thank you very much, Mr. Riggle, for your very 
worthwhile statement, which has contributed much to this hearing. 
The next witness is Mr. Joseph T. King of the Northwestern Lum- 
bermen’s Association. 


STATEMENT OF JOSEPH T. KING, WASHINGTON COUNSEL, 
NORTHWESTERN LUMBERMEN’S ASSOCIATION 


Mr. Kine. Mr. Chairman, I wish to express on behalf of the retail 
lumber dealers of Minnesota, North and South Dakota, and Iowa, 
their appreciation for allowing me to present their views on the pro- 
posed amendments to section 1B (a) of the Fair Labor Standards Act. 

So far as the retail exemption is concerned, there are two basic 
proposals in the several pieces of legislation under consideration. 

The first one would deprive retailers of their present exemption if 
they operate more than four establishments or faith annual sales in 
excess of $500,000. 

The second would restore the purely academic test as to what is a 
retail sale. This academic test Congress repudiated in 1949, because 
th academic test nullified the retail exemption Congress originally 
intended to give thousands of lumberyards, paint and wallpaper stores, 
hardware stores, farm equipment dealers, and sattsiiobile dealers. 


Senator Atvorr. May I inquire, are you reading from your state- 
ment ? 


Mr. Kine. No; the telegram asked to file the statement, and then 


present a summary. 

Senator Aunorr. All right. That being the case, the statement of 
Mr. King on behalf of the Northwestern Lumbermen’s Association 
will be made a part of the record, without objection. 

(The prepared statement of Joseph T. King follows :) 


STATEMENT OF JOSEPH T. KING, WASHINGTON COUNSEL, NORTH WESTERN 
LUMBERMEN’S ASSOCIATION 


My name is Joseph T. King. I am appearing as Washington Counsel for the 
Northwestern Lumbermens Association. This association represents approxi- 
mately 2,300 retail lumber dealers located in the States of Minnesota, Iowa, and 
North and South Dakota. 

The members of this association are opposed to any change in the provisions 
of section 13, which presently exempts them from the minimum-wage and 
maximum-hour provisions of the Fair Labor Standards Act. 

Since there are few metropolitan areas in these States, most of these dealers 
are located in smal! communities. Their principal customers are homeowners 
and farmers. According to the latest available Census statistics there are 2,584 
retail lumber and uilding material establishments in these four States. 

Their total sales in round figures amounted to $418 million in 1954. The 
average establishment has six employees. Based on these figures the average 
establishment had a sales volume of $147,000, or $24,500 per employee. By any 
standards, we can safely say that the average lumberyard in these areas is a 
small enterprise. 

Dealers located in the larger metropolitan areas operate under union contracts 
and compensate their employees well in excess of the standards established by 
the Wage and Hour Law. Those in the smaller communities generally do not 
operate under union contracts, but they also compensate their employees well 
in exeess of the requirements of the Wage and Hour Law. 

They employed skilled and unskilled labor, highly competent salesmen, clerks, 
and truckdrivers. The must compensate their employees well in order to obtain 
and hold the quality of personnel needed in this type of retailing. 
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According to the Bureau of Labor Statistics’ the November 1956 national 
average hourly earnings in lumber and hardware supply stores was $1.74. In 
the retail trade this figure is only exceeded by that paid by the automotive and 
accessories dealers which was $1.87. The average hourly earning of employers 
in lumberyards is well over that paid some of the manufacturing industries 
presently covered by the Wage and Hour Law. For example, in November 1956 
the average hourly earnings in tobacco manufacturing was $1.44; textile-mill 
products $1.50; apparel and other finished textile products $1.50 and leather and 
leather products $1.52.. The industry’s employee average weekly earning of $73.25 
compares favorably with all industries employing unskilled or semiskilled labor. 

It would be ridiculous to contend that the members of this association are 
unable to pay the minimum wage. In some isolated instances, however, it might 
be questionable whether some employees would be retained if they had to be 
compensated at the rate of $1 or more per hour. 

The concern of the lumber dealer about losing his retail exemption stems from 
his inability to follow the involved and intricate rules and regulations made neces- 
sary by the very nature of the law and the interminable fear that he will be 
confronted with claims or lawsuits because he failed to anticipate new rules, 
regulations, or court decisions. 

Even if he were able to comprehend the law, the cost of compliance would in 
many instances be economically prohibities. Detailed record keeping and the 
necessity of keeping on top of involved and intricate regulations is costly. 

Wage and Hour Interpretative Bulletin part 778 deals with the single question 
of overtime requirements. This bulletin lists nearly 90 topics as to which an 
employer must familiarize himself and keep currently advised. 

To illustrate how confusing this law has become, I would like to mention a few 
of the 90 topics listed in the table of contents on this one phase of the regulations 
issued under this law: 

Computing overtime pay based on the regular rate. 

Regular rate distinguished from minimum rate. 

The regular rate is an hourly rate. 

Employees working at two rates. 

Methods of inclusion of bonus in regular rates; and how deductions affect 
the regular rate. 

Under the topic The Regular Rate Is an Hourly Rate there are 5 subparagraphs. 
The fifth, which would apply to many retail lumber dealers with a small number 
of employees, is entitled “Salaried Employees—Irregular Hours,” and I would 
like to quote to the committee the language of this paragraph: 

“If an employee earns $46 per week with the understanding that the salary is to 
cover all hours worked and if his hours of work fluctuate from week to week, his 
regular rate of pay will vary from week to week and will be the average hourly 
rate each week. Suppose that during the course of 4 weeks the employee works 
40, 46, 50, and 41 hours. His regular hourly rate of pay in each of these weeks is 
approximately $1.15, $1, 92 cents, and $1.12, respectively. Since the employee 
has already received straight-time compensation on a salary basis for all hours 
worked, only additional half-time pay is due. For the first week the employe is 
entitled to be paid $46; for the second week $49 ($46 plus 6 hours at 50 cents) or 
(40 hours at $1 plus 6 hours at $1.50) ; for the third week $50.60 ($46 plus 10 
hours at 46 cents) or (40 hours at 92 cents plus 10 hours at $1.38) ; for the fourth 
week approximately $46.56 ($46 plus 1 hour at 56 cents) or (40 hours at $1.12 plus 
1 hour at $1.68.)” 

In the smaller communities, especially those serving farm trade, irregular hours 
for salaried employees is not unusual. If the weather is good for plowing or 
planting, or the crop is ready for harvest but there is threatened rain, the farmer 
does not stop these important activities because the grocer, the hardware mer- 
chant, the lumber dealer, or the drugstore has to close. 

The lumber dealer has a limited number of employees and cannot stagger his 
hours of employment to meet the demands of his customers. He schedules his 
opening and closing for the convenience of these customers. He is called on to 
make after-hour deliveries to take care of an emergency, such as lumber to repair 
a barn or a silo, or roofing material to take care of storm damage. 

In retailing, the relationship between the retailer and the employee is on a 
permanent basis. Both the employer and employee think in terms of weekly, 
monthly, or yearly salary. Hourly rates are used in industries with sporadic 
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employment. To inject the concept of hourly rates into the retail industry 
would tend to destroy this relationship and establish a trend diametrically 
opposed to the present equivalent of a guaranteed annual wage. 

Proposals to bring the so-called large retailers under the act have been sub- 
mitted to the committee. Small and large are relative terms. What is small 
in one retail trade, if measured in dollars is large in another. A lumberyard 
doing a $500,000 annual volume in a metropolitan community would be very 
small, but a grocery, shoe, or men’s apparel store doing a $500,000 volume in the 
same community would be very large. 

If we use the number of units to determine whether a retailer is large the 
same problem exists. 4 or 10 service stations are not comparable to 4 or 10 
lumberyards and 4 or 10 men’s apparel stores are not comparable to 4 or 10 
department stores. 

If we use the number of employees to determine whether a retailer is large 
or small we are confronted with the same problem. One employee in a jewelry 
store can easily handle a $100,000 volume. To handle this same volume in a 
lumberyard it would take 4 employees, in variety stores 20 employees, and a 
shoeshine parlor possibly 40 employees. 

In many areas of the South, Midwest and West, there are many small estab- 
lishments that, by themselves, are not self-sustaining. These establishments 
are in sparsely populated areas and are serviced from a central establishment. 

I am sure the members of this committee, in traveling through the West, have 
noticed small lumberyards with such a small stock in trade that all of it could 
be loaded on one freight car with room left over. These branch yards Stock 
only the major items, and the thousand and one other items they sell must, when 
needed, be shipped out from the main establishment. 

The main yard itself could not exist except as the mother hen to these small 
units or branches. The total operation of one of these so-called chains often 
would not match that of a medium-sized metropolitan yard. A chain of 5 yards 
in 5 small communities doing a $500,000 volume would be small. As a matter of 
fact it would be difficult for this so-called 5-chain establishment to operate 
economically without all 5 yards, 

A specific example of the multiunit and the single unit operation in our indus- 
try is demonstrated by the following comparison. The Loonan Lumber Co. 
at Sioux Falls, 8S. Dak., operates 10 yards. The total annual dollar volume of 
these yards is approximately $900 thousand. The Thompson Lumber Co. in 
Minneapolis, which is a single operation, has an annual volume well in excess 
of $2 million. 

Competitive establishments under these proposals would be covered or 
exempt, depending solely on dollar volume. Establishments with a dollar 
volume that fluctuates below and above the $500,000 mark would be exempt or 
covered, depending on business conditions. 

Imagine the position of a retailer that normally does $400,000 volume, and, 
because of an unusual project in his area, his business jumped to $550,000 that 
one year. In the rush of business, the wage and hour law would probably be 
the least of his thoughts. This retailer could be subjected to all kinds of claims 
were Det he forgot to convert his payroll from a salary basis to an hourly rate 
basis. 

Again I repeat, what is big and what is little in the retail industry depends 
on the particular trade. Even within trades, it varies geographically. 

With the trend toward diversification of products handled by retailers, the 
familiar trade designations do not have the same meaning they did 20 years ago. 
This adds to the confusion as to what is large and what is small. 

The foregoing is only illustrative of the many, many situations that would 
inevitably develop, should any of these proposals be adopted. We respectfully 
recommend that the retail exemption remain as amended by the Congress in 1949. 


Senator Attorr. You may proceed, Mr. King. 
Mr. Kine. If Congress were to restore this academic test, we could 
forget the first proposal so far as retailers of this type are concerned. 


I am referring to the proviso clause on page 7 of S. 1273, starting 
on line 12, which reads as follows: 


Provided, That a “retailer service establishment” shall mean an establishment 
not more than 25 per centum of whose annual dollar volume of goods or services 
or both is for resale or is made to customers who are engaged in mining, manu- 
facturing, transportation, commerce or communications business. The term 
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“for sale’ would include sales made to contractors, carpenters, painters, wall- 
paper hangers, interior gecorators, electricians, or any other persons who pur- 
chase for use on a job that was quoted on the basis of labor and material. This 
proviso would include all sales except those made to the do-it-yourself user. 
The term “commercial” also would include every type of sale except those 
occasional sales made to the do-it-yourself user. 

We cannot read the minds of the sponsors of this type of legislation. 
But the effect would be to extend Federal jurisdiction over purely local 
affairs, and provide labor unions with an additional bargaining 
weapon. There is no rational basis for these tests, they merely split 
the industry. Over half of the lumber dealers I am speaking for 
would come under the act. Their competitors across the street would 
be exempt. 

If we are mistaken, then the question arises as to why they propose 
this arbitrary test of more than 4 establishments or a dollar volume 
of $500,000. As applied to retailing generally, these or any other 
yardsticks based on the number of establishments, dollar volume, or 
the number of employees, or a combination of all three, are basically 
inequitable. 

Small and large are relative terms. What is small in one retail 
trade, if measured in dollars, is larger than another. A lumberyard 
doing a $500,000 volume in a metropolitan community would be very 
small. But a grocery, shoe, or men’s apparel store doing a $500,000 
volume in the same community would be very large. If we use the 
number of units to determine whether a retailer is large or small, the 
same problem exists. 

Four or ten service stations are not comparable to 4 or 10 lumber 
yards. And four or ten apparel stores are not comparable to 4 or 
10 department stores. If we use the number of employees to determine 
whether a retailer is large or small, we are confronted with the same 
problem. One employee in a jewelry store can easily handle a $100,000 
volume. To handle that same volume in a lumberyard would take 
4 employees; in a variety store, 20 employees; and in a shoeshining 
establishment, possibly 40 employees. 

Senator Atiorr. Mr. King, what about the situation where a real 
estate office sold a $500,000 tract of land ? 

Mr. Kina. In one transaction ? 

Senator Axxtorr. In one transaction. 

Mr. Kine. That is right. In a smaller community it might take 
a good many sales to operate that volume of business. 

Senator At.orr. It would still bring it within the act? 

Mr. Kine. That is correct. 

Senator Atxorr. And it stresses the great inequalities which the act 
would be expected to work if it passed ? 

Mr. Kine. That is a very good example. 

Retailing involves sales and services. It is not like manufacturing, 
where the employees are engaged in unit or assembly-line production. 
Service in retailing cannot be turned on and off in a given minute. 
Staggering of hours of employees, swing-shift layoffs during dull 
periods, are all foreign to the millions of our retailing establishments. 
In retailing we employ on a weekly, monthly, or yearly basis. Even 
the little retailer is resorting to the multiunit operation. — 

The little retailers are finding that they must move to the markets, 
and this has resulted in the so-called chain operations. This move- 
ment is what gave impetus to the shopping centers. Even in the very 
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small retailer now finds himself operating 2, 3, 4, and even 5 estab- 
lishments. Customers are demanding that the retailer come to them, 
and the little retailer can no longer rely on the customer coming to him. 

We come before this committee with clean hands, because the wages 
paid compare favorably with many of the manufacturing industries 
now under the Fair Labor Standards Act. We are not ashamed of 
our wage scales, and therefore, we ask why we should be regulated 
on the basis of number of establishments or on the basis of dollar 
volume. 

Mr. Chairman, we believe we have in our prepared statement made 
a case for the retention of the present retail exemption. The pro- 
ponents of this legislation have the burden of showing the economic 
justification for such sweeping acts. That burden is not borne merely 

y stating that so many thousand employees are not now covered. 
There isa historical and logical reason why they are not covered. 

Mr. Boyd Mahin has cited a good many of these cases. 

Again, I want to express our appreciation for the opportunity 
afforded me. And if you have any questions, I shall do my best to 
answer them. 

Senator Attorr. Thank you very much, Mr. King. 

I think I have asked the questions as you went along that I par- 
ticularly wanted to bring out. You have made a very significant 
contribution this afternoon to the hearings. 

The next and final witness this afternoon is for the National Asso- 
ciation of Motor Bus Operators, Mr. Harold R. Hosea. 


STATEMENT OF HAROLD R. HOSEA, DIRECTOR OF RESEARCH, 
NATIONAL ASSOCIATION OF MOTOR BUS OPERATORS 


Mr. Hosra. Thank you, Mr. Chairman. 

I have a prepared statement, which I would request be made a part 
of the record. 

In view of the lateness of the hour and the somewhat technical char- 
acter of the presentation I have to make, I think perhaps I can 
expedite the proceedings if I run briefly over the highlight in a brief 
oral summary. 

Senator AtLorr. That will be entirely satisfactory. 

Without objection, the statement of Mr. Hosea will be made a part 
of the record. 

(The prepared statement of Harold R. Hosea is as follows :) 


STATEMENT OF HAROLD R. HOSEA, DIRECTOR OF RESEARCH, NATIONAL ASSOCIATION 
or Moror Bus OPERATORS 


My name is Harold R. Hosea, and I am director of research for the National 
Association of Motor Bus Operators. This association represents, directly or 
through afiiliated State associations, the vast majority of intercity motor car- 
riers of passengers who also transport express, mail, and baggage in the same 
vehicles. Some 40,000 communities throughout the Nation are dependent upon 
intercity buses for their only means of common-carrier passenger transport and, 
in many cases, for the delivery of small shipments of medical and industrial 
supplies, first-class pouch mail, and allied services. 

Our comments will be limited, in the main, to the provisions of section 9 (b) 
of 8S. 1267 which would eliminate the existing limited exemption from the over- 
time provisions of the Fair Labor Standards Act (sec. 13 (b) (1)) appli- 
cable to certain classes of employees of motor carriers subject to the jurisdiction 
of the Interstate Commerce Commission in respect of safety of operation. 
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In the interest of brevity, I shall not summarize the legislative history of 
the motor-carrier exemption nor the extensive litigation related thereto, since 
these phases of the subject are treated in detail in the record of the hearings 
conducted during the 84th Congress, and reference is made to the joint pres- 
entation of the American Trucking Associations and the National Association 
of Motor Bus Operators which appears at page 321 and following pages of the 
record of those hearings. 

The majority of the employees engaged in intercity bus operations are em- 
ployed by carriers designated by the Interstate Commerce Commission as class I 
carriers (i. e., those with annual revenues of $200,000 or more) who furnish at 
least 75 percent of all such transportation subject to the jurisdiction of the 
Commission. The bulk of the remainder consists of small operators with very 
few employees—in many cases the entire business is operated by the owner 
and his family. 

All of the employees of these carriers are subject to the minimum-wage pro- 
visions of the act. Slightly less than half of the employees are drivers who 
are exempt from the overtime provisions of the act under section 13 (b) (1). 
All the remaining employees, with the exception of relatively small numbers of 
mechanics whose duties affect safety of operation, are subject to the overtime 
provisions of the act. The majority of these employees are covered by collec- 
tively bargained agreements. Tabulations based on official ICC reports show 
that the weekly hours of the drivers employed by class I carriers average ap- 
proximately 37 and their average annual earnings are about $5,100 or roughly 
$2.70 per hour. 

It is the position of the intercity bus industry that the current limited exemp- 
tion provided under section 18 (b) (1) of the act should be retained for the 
following reasons. 

1. It is impossible to schedule bus operations, particularly those over longer 
routes, to conform precisely to a uniform workweek of 40 hours since we must 
provide round-the-clock service at times and on schedules that meet the needs 
of the public. While it is true that the average workweek for drivers is well 
below 40 hours, it does not follow that the week for every driver is under 40 
hours nor is it true that every workweek for any given driver is of the same 
length. The runs chosen by some drivers are necessarily somewhat in excess 
of 40 hours because of the need for tailoring schedules to meet public demand. 
Conversely, other assignments involve fewer than 40 hours per week. How- 
ever, individual drivers are permitted, on the basis of their seniority, to choose 
their runs; hence they have considerable freedom to select long or short ones 
as they may wish. In the case of individual drivers who select the longer runs 
with overnight layovers away from’ home, the hours worked 1 week are fre- 
quently more than those worked during the following week. In most such 
cases, the distances involved and the relative infrequency of schedules permit 
no other type of arrangement. 

The vast majority of these drivers are paid on a mileage rather than an 
hourly basis. In scheduling their operations, the carriers, after determining 
the amounts of service to be operated, break the schedules into run assignments, 
or tours of duty, in such a manner as to make the various pieces of work as 
nearly equal as possible. At stated intervals, typically each 3 to 6 months, 
these assignments are posted for bid by the drivers. The runs as posted show 
the total mileage pay for the run and the numerous extra or fringe allowances 
such as pay for driving a bus from the terminal to a garage or vice versa, an 
allowance for reporting a specified period in advance of the departure time, an 
allowance for making out reports at the end of the run, and many other items. 
As noted above, the drivers then select their runs on the basis of their seniority. 

Any attempt to substitute statutory overtime provisions based on a standard 
week would involve serious complications and tend to destroy the effective sys- 
tem which has been developed over many years through the orderly process of 
collective bargaining. These conditions, largely peculiar to the transportation 
industry, were recognized by the Congress when the act was passed, and nothing 
that has occurred during the 19 years since affect the sound reasons for assign- 
ing to the Interstate Commerce Commission the responsibility for prescribing, 
in the public interest, proper limitations on the hours of service of such 
employees. 

It is clear from the foregoing that the pattern of working conditions and wage 
payments applicable to intercity bus drivers, the only numerically important 
group exempt from the overtime provisions of the act, differ in no material 
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respect from those applicable to the road operating personnel of the line-haul 
railroads. In this connection, it is noted that the new clause numbered (3) 
which is proposed in section 9 (b) of S. 1267 provides, among other things, for 
a continuation of the existing blanket exemption for all employees of rail 
carriers subject to part I of the Interstate Commerce Act. We are unable to 
find any logical basis for distinguishing in this respect between rail operating 
personnel and intercity bus drivers, the great majority of whom are employed 
by carriers subject to part II of that same act and whose hours of service are 
regulated by the Interstate Commerce Commission under the authority granted 
by section 204 thereof. This same proposed amendment would also continue 
the existing overtime exemption for personnel of the airlines subject to the 
provisions of title II of the Railway Labor Act. Here again, there appears no 
logical basis for any variation in the treatment of the several branches of the 
national transport system; the proposed amendment is thus discriminatory as 
to the intercity bus industry. 

It should also be noted that substantial numbers of these drivers have assign- 
ments based upon a 5-day week. If they are offered, and choose to accept, 
work on either of the 2 days on which they would normally be off duty, they 
are customarily paid 1% times their regular mileage rates. They are also 
typically paid such premium rates for any work over and above their regular 
assignment on a given day. 

It should also be noted that all of the carriers, except for the very small ones, 
must maintain a reserve of extra drivers amounting to 5 to 10 percent of 
the number of drivers assigned to regular runs. These extra men must be 
available on reasonable advance notice to operate runs in the case of illness of 
the regular driver or other emergencies, to operate charter buses, and to take 
out second sections of regular schedules in the case of overloads. These men 
are on call and, in general, are free to accept other types of employment so long 
as they are available when called. Many of them hold part-time jobs in other 
industries or are engaged in some type of self-employment. So long as they 
are available, however, they are paid regular salaries ranging from $150 to $300 
per month even if they are not called for a single assignment during the entire 
month. When called, they are paid at the same rates applicable to regularly 
assigned drivers. They also receive the same vacation and other benefits. 

2. Any necessity for modifying the existing wage structures and operating 
schedules would impose serious further burdens on the carriers whose current 
financial condition is already extremely precarious. The Interstate Commerce 
Commission has found that a financially healthy intercity bus industry requires 
that expenses, exclusive of income taxes, be not in excess of 85 percent of 
revenues. Out of 153 class I carriers, the expenses of all but 15 were in excess 
of this percentage for the year 1955. Preliminary data for 1956 show approxi- 
mately the same situation. For the entire group, expenses averaged 91.6 percent 
of revenues and 50, or one-third of the total, actually finished the year in the 
red. It is obvious from the foregoing that any additional costs which would 
be involved in applying overtime provisions completely unsuited to such opera- 
tions must necessarily be passed on in the form of higher fares. Should this be 
necessary, the impact would fall most heavily upon the lower income groups who 
make up a large proportion of our passengers since intercity bus fares are well 
below those of other modes of travel. 

3. The basic purpose of the Fair Labor Standards Act, briefly stated, was to 
eliminate substandard conditions of employment. Elimination of the motor- 
earrier exemption would have no effect on basic rates since the statutory mini- 
mum is already applicable to all employees. The fact that the current average 
workweek is appreciably below 40 hours indicates that substandard conditions 
in this respect do not exist. Nor are average earnings in excess of $5,000 per 
year for an average week of about 37 hours evidence of substandard conditions 
by any stretch of the imagination. It should also be noted that the premium- 
pay provisions applicable to the vast majority of the drivers under existing 
labor agreements result in increasing their take-home pay per mile by about 
15 percent over the basic rates. Imposition of the provisions of section 7 of the 
act would not result in the employment of any additional driver personnel. Its 
principal effect would be a tremendous amount of confusion and expense in re- 
adjusting operating schedules and considerable dissatisfaction among the em- 
ployees, as past experience on a few properties has demonstrated. Incidentally, 
many of the existing labor agreements are for two or more years, and any change 
in the act would necessitate reopening them. As Mr. Miller of the American 
Trucking Associations has pointed out, we do not believe that the Congress 
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would wish to enact legislation which would undermine the structure which has 
been built up over the years through the process of orderly collective bargaining. 

The opportunity to present our views is greatly appreciated and we earnestly 
urge that, for the reasons outlined above, no change in respect to section 13 (b) 
(1) of the Fair Labor Standards Act to be made. 


Marcu 11, 1957. 


Senator Atuorr. And you may proceed to develop your explanation 
in your own fashion, sir. 

Mr. Hossa. For purposes of identification, we represent approxi- 
mately 1,000 operators of intercity motor buses, iis group doing 
approximately 75 to 80 percent of the total of such business in the 
United States. And we serve an estimated 40,000 communities with 
their only form of public transportation. 

My comments will be limited to section 9 (b) of Senate bill 1267. I 
think it appears on page 9 of the bill. And the impact or the pur- 
port of it is to eliminate the present partial exemption for motor 
carriers now contained under section 13 (b) (1) of the Fair Labor 
Standards Act. 

Now, all of our employees without exception, are currently subject 
to the minimum wage provisions of the Fair Labor Standards Act. 
The only exemption that we have is from the overtime provisions of 
the act. That is applicable, by decisions of the Interstate Commerce 
Commission and the courts, only as to mechanics whose duties affect 
safety of operation, and to drivers. 

Now, last Friday the Amalgamated Association of Street, Electric 
Railway and Motor Coach Employees made the statement that the 
limitation on the hours of over-the-road bus drivers, which is a matter 
subject to the jurisdiction of the Interstate Commerce Commission, 
had not resulted in a 40-hour week. Our people do not maintain 
records on hours in any systematic fashion, that is, hours worked by 
drivers, because of the fact that 80 percent of them are paid by the 
mile. I am sure the chairman will recall the testimony of Mr. Miller 
last month for the American Trucking Association. 

I mention that because our situation is somewhat similar. But there 
are some differences. According to our studies, which we were able 
to check roughly with official reports of the carriers to the Interstate 
Commerce Commission, the average week for drivers of intercity 
buses at the present time is about 37. 

Senator AtLorr. Hours? 

Mr. Hosea. 37 hours. And average annual earnings are about 
$5,100, which comes out to about $2.70 per hour. 

Now, as Mr. Miller pointed out in connection with trucking opera- 
tions, we cannot schedule hours precisely to 40, because, particularly on 
bus runs of 200 or 250 miles, you cannot change drivers when the 40 
hours are up. I think that is perfectly obvious. We run an around- 
the-clock operation. 

Now, there is an interesting aspect of this which I think should be 
brought out. When a bus company decides how much and what types 
of service need to be rendered in the public interest, the schedule men 
break these operations into pieces of work to conform as nearly as 

ossible to a reasonable workweek. The runs are then posted on the 
bulletin board and, for each run or piece of work or weekly assign- 
ment, it shows the departure time na arrival time and the route, and 
soon. Itshows the mileage pay, somany miles at such-and-such a rate, 
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plus the fringes, which, in total, amount to something in excess of 15 
percent of the basic mileage pay. Those are allowances for reporting 
in advance of departure time, for making out the necessary trip re- 
ports, for layovers away from home terminal, and various other allow- 
ances, with which I am sure you are familiar. 

Now, it follows, therefore, that while the average is around 37 hours 
a week, some of the runs are longer than 40 and some are shorter. 
And furthermore, for the same driver, his weekly hours in one w eek 
may not be the same as his weekly hours in the next w eek, particularly 
if he is on a long or what we call a straightaway run. He may travel 
250 miles and lay over a day or 2 days, and then come back. 

We try to avoid those as much as possible so the drivers can be 
home but, in certain sparsely pandilonel areas, that is not always pos- 
sible. So the workweek is not uniform as among drivers, nor is it 
uniform always for the same driver week to week. 

When these runs are posted, the drivers are permitted to choose 
their own runs; if they prefer to work 6 days and bid a higher paying 
run, that. is their privilege. If they prefer to work a shorter run, that 
again is their privilege. 

Senator Arvort. Is that based on seniority ? 

Mr. Hosea. Yes, sir. 

Furthermore, in virtually all of the properties, any man who works 
on any given day, in addition to his regularly scheduled or bid run, is 
paid at a premium rate, nor mally, 144 “times the regular rate for that 
extra work. If he works on his regularly scheduled day off, whether 
he has 1 day off or 2 days a week off, that is his own choice; : again, he 
is paid at a premium rate, normally 114 times the regular rate for such 
employment. 

Furthermore, about 5 to 10 percent of the total driver personnel 
on any property is on what we call the extra board. Those are men 
who stand by for emergencies, for charter operations, for second 
sections in the case of overloads, and so on. These men are guaran- 
teed anywhere from $150 to $300 a month for being on call, and they 
are paid that guaranty even if they are not called a single time dur- 
ing the month. If they are called, they are, of course, paid the regu- 
lar rates for regular drivers. 

Well, that leads, I think, to the fairly obvious conclusion that the 
working conditions of this group, who make up the only numerically 


important group exempt from the overtime provisions of the act, 


differ very little from the working conditions of rail line operating 
employees, and from the operating personnel of the airlines, both 
of which groups are given blanket exemptions—not limited exemp- 
tions such as we have , but blanket exemptions for all employees under 
the provisions of this ‘and other similar bills. 

We feel that that is discriminatory. 

The conclusion is—and it is the same conclusion which Mr. Miller 
pointed out in connection with trucking, that the imposition of the 
statutory 40-hour week would result in relatively little change in the 
average earnings of the drivers, but it would result in a tremendous 
amount of useless paperwork, by necessitating the rescheduling of all 
runs, in order to try to make them more uniform. That has been 
tried 





Senator Atiorr. Would it also tend to result in forcing you to base 
you compensation on a completely unrealistic basis‘ 
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Mr. Hosea. That is correct. 

Senator Atiorr. That is, upon an hourly basis rather than a mile- 
age basis, which has proven out not only in your area but also in the 
railroads, trucking, and airline areas? 

Mr. Hosea. That is absolutely correct. 

Senator Atiorr. I know that those are used. 

Mr. Hosra. The computations are not only very difficult, but com- 
pletely illogical, to our way of thinking. 

In other’ words, the carriers would be faced with a tremendous 
amount of expense which it seems to us would profit nobody anything. 
And I should say parenthetically that this was tried on insistence 
of the union in a couple of our properties and both the employees and 
the employers were completely dissatisfied with the arrangement, and 
would like to have it changed back. 

Senator Atxorr. Could } you pinpoint those for us? 

Mr. Hosea. Well, one of them is Pacific Greyhound. I don’t 
have the others at hand, there have been several smaller properties 
in which that has happened. 

We are not contending—and I would like to make this quite clear 
that we are not basing our position on the objective of avoiding the 
payment of higher wages, because I doubt if we would have to, and 
we certainly are not paying substandard wages at the present time. 
But we would be put to a tremendous amount of paperwork, which we 
cannot afford. I am sorry that Senators Kennedy and Purtell are 
not here, as well as Senator McNamara, because, as you may know, 
the six Governors in New England appointed a committee to find 
out what they could do to save : this essential segment of transporta- 
tien which is rapidly going broke. They recommended immediate 
tax relief, and any other appropriate measures that could help to 
preserve this essential service. 

Senator ALLorr. I wonder if that was by resolution. 

Mr. Hosea. Well, the recommendations to which I refer are con- 
tained in the report of a technical staff which was appointed by the 6 
New England governors to deal with this problem, and numerous of 
the recommendations made in that report are the subject of tax-relief. 
measures pending, I believe, in all but 1 of the 6 New England States. 

I mention that only to point out that our fiscal situation is a very 
serious one, due to the fact that our traffic and revenues have been 
declining for the past 10 years, ever since the end of World War ILI. 

A similar set of recommendations has been made by a committee of 
the Michigan House of Representatives. And I would like the record 
to indicate that. 

Well, for these various reasons, we feel that it is entirely illogical 
to remove this exemption, because of the fact that the workweek, con- 
trary to the position of the union, relatively is short, and the earnings 
are certainly not substandard, that is, at the rate of $5,100 a year and 
$2.70 an hour. 

That is all I have on this particular aspect of it. 

T have one more comment that I would like to make, but it is on a 
different subject. If you have any questions on this particular phase 
of it, I would be glad to answer them. 

Senator Atiorr. Not on that particular phase of it. 

You may proceed, sir. 
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Mr. Hosna. The other particular question has to do with restaurants 
which serve our rest stops. 

There again, is an around-the-clock operation. And the proprietors 
of these restaurants, some of whom are affiliated with the bus-oper- 
ating companies, are seriously concerned about the possibility of ex- 
tension of the overtime provisions to those establishments. 

I am not competent to discuss that question in detail, but I would 
merely like the record to show that we support the testimony which 
will be given on this particular phase by the American Restaurant 
Association, I believe, on Thursday of this week. 

That is all I have, Mr. Chairman. 

Senator Atuorr. The record will so show. 

Thank you very much, Mr. Hosea, for your statement. 

Mr. Hosea. Thank you for your courtesy, sir. 

Senator ALLorr. The committee will be adjourned. 

(Whereupon, at 3: 45 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Thursday, March 14, 1957.) 





I 


PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


THURSDAY, MARCH 14, 1957 


Untrep States SENATE, 
SUBCOMMITTEE ON LABor OF THE 
CoMMITTEE ON LaBor AND PusLtic WELFARE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator John F. 
Kennedy (chairman of the subcommittee) , presiding. 

Present : Senators Kennedy (presiding) and Allott. 

Also present : Stewart E. McClure, chief clerk; Roy E. James, assist- 
ant chief clerk; John S. Forsythe, general counsel ; Michael J. Bern- 
stein, professional staff member ; and Joseph M. Stone, special counsel 
to the Subcommittee on Labor. 

Senator Kennepy. The subcommittee will come to order. 

I want to express the regret of the subcommittee for the delay in 
starting. The chairman is a member of the committee investigating 
racketeering i in labor-management relations, and that committee had 
a meeting this morning. That isthe reason for the delay. 

We will start with Mr. W. S. Bromley, who is executive secre- 
tary of the American Pulpwood Association, and who has with him 
Mr. R. E. Canfield, a member, of New York. 


STATEMENTS OF R. E. CANFIELD, MEMBER, AND W. S. BROMLEY, 
EXECUTIVE SECRETARY, AMERICAN PULPWOOD ASSOCIATION 


Mr. Canrietp. Mr. Chairman, I am Robert E. Canfield. Mr. 
Bromley and I want to hit the high spots on a very complex subject. 
We have made it as short as we can, but I think it will take about 15 
minutes. 

Senator Kennepy. You may put whatever material you wish in the 
record, and it will be available to the other members. 

Mr. Canrrevp. Thank you. 

My name is Robert E. Canfield. I live in New York. I own prop- 
erty in Arlington, Vt. I am a forest land-owning member of the 
American Pulpwood Association, probably the smallest one, but I am 
talking for the whole group. Mr. Bromley is executive secretary. 
He is going to do some deser hing that will interest you. 

In the pulpwood industry we are not directly affected by the major 
problem you people have, extension of coverage, because we are cov- 
ered. We are, however, of necessity, vitally concerned with proposed 
changes in the degree of coverage. 
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As you gentlemen know, our industry is not exempt from the act. 
Our small producer members, however, operate under two limited 
partial exemptions which are a part of the law, not because of any 
wish on the part of Congress to favor this industry, but because of 
an awareness of their necessity resulting from the conditions imposed 
by nature under which this industry operates. These partial exemp- 
tions are the seasonal exemptions ant at section 7 (b) (3) of the act, 
and the 12-man exemption, section 13 (a) (15). 

Before continuing with our detailed reasons for the retention in 
the law of these two sections, I would like to introduce Willard 8S. 
Bromley, executive secretary of the American Pulpwood Association, 
who has been a pulpwood producer himself and actively connected with 
forestry for 25 years. Mr. Bromley will briefly illustrate a few of the 
more important operations of the industry. 

Senator Kennepy. Go right ahead. 

Mr. Bromuigy. Mr. Chairman, I have been introduced. I would like 
to point out our association address is 220 East 42d Street, New York 
City, and I think our description of our industry will be helped by these 
few slides we would like to show you. 

View No.1. Our first view is of a typical crew of pulpwood workers 
going to work. There may be from 1 to 5 men in this car and a few 
more may be going to work on a tr uck, a tractor, or by a horse to the 

lace of work. The average size crew is probably about 5 to 12 men. 
Such crews working for pulpwood producers or logging contractors 
prepare and deliver about 80 percent of all pulpwood ‘consumed in the 
United States. In referring to pulpwood here, I am excluding the 
large and long pulp logs produced in the Northwest, as most of them 
are cut and moved by large crews of men, to which obviously the 12- 
man exemption does not apply. 

View No. 2. This view of a farmer skidding a tree in his woodlot, 
his neighbor’s, or on a small patch of timber he bought to provide work 
for the winter is shown to stress the point that a major share of all 
pulpwood consumed comes from farmers’ woodlots and small, scattered 
blocks of timber that can be operated efficiently only with small crews, 
many of whom are hired by producers who farm in the summer and 
produce pulpwood and do other part-time work during the balance of 
the year. These farm woodlot operations provide about two-thirds of 
all pulpwood. The owners of farm woodlots number 3,400,000, and 
their average holdings less than 50 acres (U.S. Forest Service Timber 
Resource Review, preliminary draft. ) 

View No. 3. Here is the most expensive piece of equipment owned 
by the average pulpwood producer—his truck. It is estimated thet 
the average produe er gets out about 1,000 cords of pulpwood per yea 
Many produe ers drive their own trucks. Since these small pr = 
developed about 25 million cords of pulpwood last year, it is evident 
that at least 25,000 trucks, and a similar number of small producers, are 
involved in this industry. Actually, the number of trucks and of 
producers is much larger since so many of both produce pulpwood only 
part of the year. 

View No. 4. Indicates a tractor engaged in ice road hauling. This 
is one of the activities found by the Administrator to be of a seasonal 
nature. It is, of course, highly affected by changes in weather and 
is practical only a few weeks of each year while ice roads remain 
frozen. 
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View No. 5. When spring melts the snow, small streams flood with 
water enough to permit pulpwood being floated or driven downstream, 
as indicated in this view. This spring freshet driving is another ac- 
tivity of a highly seasonal nature and is recognized as such by the 
Administrator. 

View No. 6. Sap peeling of pulpwood, another seasonal activity, 
can provide for easy removal of the bark from pulpwood only during 
the few weeks each year when sap is freely running in the trees. 

The views shown up to this point make it clear ‘that our industry 
consists eae of small operations of 5 to 12 men. ‘These crews 
are small because they must be employed over large areas. The 
average producer is one of the smallest of businessmen ‘and fr equently 
engages in pulpwood production on a part-time basis because of its 
highly seasonal nature in the North, or in the South because his chief 
occupation may be in farming, truck hauling, road work, or other 
activity that is of a seasonal nature. In all forest regions, most pulp- 
wood activity must shut down when the rain, wind, or sun reach 
extremes of weather, just as farming of necessity must. Far ming is 
completely exempt from provisions of the Fair Labor Standards Act, 
and justifiably so. 

T don’t believe any of the conditions of operation in the pulpwood 
industry conform with the factory operations to which the Fair Labor 
Standards Act was really meant to apply. This is even more evident 
if you look at these next few slides and see the conditions of work 
under which pulpwood crew members must work to produce pulp- 
wood. 

View No. 7: Here is a pulpwood worker felling a tree. Men usually 
work liane, but even if a 2- or 3-man crew is used, felling crews must 
work at least 60 to 100 feet and preferably 200 feet apart for safety 
sake. 

View No. 8: After trees are felled, they must be limbed with an ax 
as this view shows. 

View No. 9: The next operation is performed with a saw, usually : 
power saw, and is referred to as “bucking.” It consists of cutting the 
tree into specific lengths for pulpwood. In the South, that may be 
63 inches: in the Northeast, 48 inches; in the Lake States, 100 inches: 
and, in the Northwest, it is 98 inches—or left in 40-foot tree-length 
sticks, where most of the crews are large in number. Most of the men 
in the Northwest are not under the 12-man exemption. 

View No. 10: In some regions such as the Northeast where this view 
was taken, pulpwood is piled. It is easier to find and to load onto 
sleighs or trucks when piled. This piled wood is measured in terms 
of cords, a unit of measure 4 by 4 by 8 feet of piled wood, to provide 
a basis for paying the man or men who did the felling, limbing, 
bucking, and piling. This payment may include a skidding opera- 
tion where horses or small tractors are used to pull tree-length sticks 
from the woods to a road or rail side where they are bucked and piled. 

View No. 11: To the average producer, the pulpw ood logging oper- 
ation is completed when the ‘wood is unloaded in the 4 yard of a pulp 
mill, or onto railroad cars. 

That gives you a better view of how our industry functions. 

Mr. Canrretp. Mr. Bromley has shown you a series of pictures 
illustrating and has described to you the general nature of the pulp- 
wood industry. As is abundantly clear, this industry is no factory 
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operation. All of the work is performed out-of-doors in the woods 
by men scattered over large areas working alone or at most with 1 or 
2 other people. A typical pulpwood operation of 5 to 12 men would 
be working in an area that might well be such that one worker would 
be half a mile from another. On the other hand a typical factory 
employing 5 to 12 men would be a single room. The Fair Labor 
Standards Act was, of course, drawn up primarily with factory con- 
ditions in mind. The fundamental difference between the pulpwood 
industry and factory industries poses two basic problems: First, 
supervision of workers by timekeepers, supervisors, foremen, and the 
like is wholly impractical; second, when, where, and to what extent 
work can be performed depends upon nature, not man. 

These two problems have been resolved in the act as it stands today 
by 2 partial exemptions from some of the provisions of the act, the 
so-called 12-man exemption, which eliminates the necessity of keeping 
records of hours worked in small operations where keeping such 
records is wholly impractical, and the seasonal exemptions which 
permit efficient operations within the time limits imposed by seasonal 
changes. One of the bills you are considering would eliminate both 
of these provisions. Presumably, this was proposed with the thought 
in mind that it would extend coverage of the act to people not now 
covered and would thereby assure them of the minimum pay provided 
for by the act, thus increasing substandard wages. In his testimony 
before this subcommittee on March 4, Mr. A. F. Hartung, president of 
the International Woodworkers stated that denying protection to 
woods workers of the $1 per hour minimum wage is a gross miscarriage 
of justice. Wages in this industry are not substandard. If in fact 
wages in this industry were substandard and if elimination of the two 
types of partial exemption would eliminate substandard wages, we 
would have no objection. Elimination of the two partial exemptions 
inevitably would have other effects which are wholly unwarranted 
and utterly undesirable. 

Let me explain what I mean as to each of these partial exemptions, 
separately. 

Small operations in this industry (12 men or fewer) fall into two 
categories: First, operations where an employer hires a crew to work 
with him in producing pulpwood, loading it on a truck, and deliver- 
ing it toa buyer. The men who produce the wood are paid on the 
per-cord-of-wood-produced basis. The rate paid per cord results in 
any reasonably competent and conscientious worker earning substan- 
tially more than the minimum wage provided for by the act. If you 
eliminate the 12-man exemption, the employer will be forced to keep 
a record of time worked and pay people on that basis. With persons 
working alone or in groups of 2 or 3 over widely separated areas, 
supervision and canmnarae in the factory sense is, of course, utter- 
ly impractical. The best that could be done is to hire someone con- 
tinuously to tour the area in which work is being performed to try to 
keep track of whether or not individuals are working and if so how 
long. This will not produce accurate records, but they might be 
deemed to be acceptable. What it will produce, even assuming you 
pay a supervisor no more than you pay the workers, is extra unpro- 
ductive cost ranging from 814 percent in the case of a 12-man crew 
to 20 percent in the case of the smaller operation of only 5 men. Any 
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such degree of imposed nonproductive cost is, of course, gross dis- 
crimination against the small pulpwood producer whose large com- 
petitor has no such percentage of unproductive overhead. 

Cost increases of this magnitude in the cost of producing pulpwood 
can hardly fail to be reflected in price. The price of wood of course 
is a major factor in the cost of paper—newsprint for example. It is 
impossible to give any exact figure, but the increase in newsprint cost, 
because of this one factor alone, could well approximate the recent 
rise in newsprint prices which is still the subject of congressional 
concern. Increased costs of this sort and others which would be caused 
by removal of the small newspaper exemption which you are con- 
sidering will most certainly again cause public concern. 

The second kind of small operation is where someone owning tim- 
berland hires one or more persons to cut certain amounts of wood 
from those lands for which they are to be paid a stated amount per 
cord. In such a case, the ‘darkens erform the work at their own 
convenience. They may work half of one day, 8 hours the next, none 
for a couple of days and 12 or 14 hours some other day. Elimination 
of the 12-man exemption would make this kind of work impossible, 
without violating the law. Any idea that supervision and record- 
keeping can be done under these circumstances is unrealistic. An 
appreciable amount is done by people who are capable of doing work 
and want to do it, but because of age or physical condition do not wish 
to or cannot work at the speed with which the usual employee would 
produce pulpwood. They are paid the same price per cord, but be- 
cause they work slower they earn less than the ordinary worker, and 
perhaps less than the minimum set up by the Fair Labor Standards 
Act. Elimination of the 12-man exemption would either force higher 
cost of wood produced by these people or eliminate entirely their job 
opportunity. Actually the first alternative is theoretical. What 
would happen is that these people, now able to earn money in honest 
occupations, would be on relief. 

In both cases the production of pulpwood, like farming, cannot 
be conducted on the basis of a regularly scheduled workweek of 40 
hours or even a day of 8 hours. Many of the available workmen cut 
pulpwood as a means of supplementing their regular earnings. There- 
fore they may work part time and at times most convenient to them- 
selves. The weather is also a principal factor so that during some 
weeks little or no work in the woods can be done while during others 
workers are eager to work in excess of 40 hours in order to make up 
for lost time. 

Let us now consider the seasonal exemption. This is a partial 
exemption. It relieves an employer from paying overtime up to a 
certain point. There are three types of seasonal exemptions, hauling 
of wood on ice roads, delivery of wood by floating it down streams 
during spring freshets, and sap peeling of wood. The first two apply 
only in the North and generally they apply only in large operations. 
Neither operation can be conducted except during limited periods 
when natural conditions make it possible. The total year’s work must 
be done during the few weeks’ period when temperatures make it possi- 
ble to do so. Elimination of these partial exemptions would increase 
costs substantially by either one of two methods, one by requiring 
overtime pay, the other by requiring the building of more woods 
camps, more roads and more facilities to permit the use of more men 
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in the woods without the payment of overtime. Actually more work- 
ers are not available. We already have to import thousands of Cana- 
dians to supplement our inadequate domestic labor supply. Wood 
produced in the North, particularly New England, is directly com- 

etitive with Canadian wood. Canada has no law which arbitrarily 

orces higher costs in the production of wood. Many hundreds of 
thousands of cords are imported now from Canada. Substantial in- 
creases in costs of American wood, such as would be caused by elimi- 
nation of the seasonal exemptions, and the consequent necessity of pay- 
ing overtime, would price that wood right out of the market to the 
extent that Canadian wood could be substituted. 

The other partial seasonal exemption, sap peeling, consists in the 
removal of bark in the woods. It can be done only when sap is 
running through the trees, which is a relatively short period from 
mid-May to late June or early August. Again, the entire year’s job 
must be done in the time available. Elimination of that seasonal par- 
tial exemption resulting in overtime pay not now required would 
merely result in an arbitrary increase in the cost of peeled wood. 

Mr. Meany told this committee “I submit that if the great majority 
of American business firms can cope with the problem of paying 
overtime for overtime work, so can these (presently exempt) enter- 
prises.” I agree with him to the extent that he is talking about 
factory operations. In any factory operation management has two 
options, (1) to pay overtime, (2) to avoid it by employing more men, 
and operating two or more shifts. This is what Mr. Meany wants 
and what the intention of Congress was in originally enacting over- 
time laws. 

In our type of operation, the alternative favored by Mr. Meany is 
not available. You cannot operate two 8-hour shifts in the woods. 
You can only operate in daytime. To use more men, even if they 
were available, fewer hours, means duplicate facilities and machinery. 
This, of course, is utterly uneconomic. It is the equivalent of requir- 
ing a factory operator to build a new factory complete with new 
machinery to avoid the penalty of overtime. “Penalty” is Mr. 
Meany’s choice of words, not mine. It happens to be exactly correct. 
Overtime payments in seasonal operations penalizes an industry be- 
cause it, of necessity, operates in the open not in a factory. 

Enactment of the bill before you, eliminating the 12-man and sea- 
sonal exemptions would presumably be intended to raise wages to 
the minimums set up by the Fair Labor Standards Act. Wages are 
already at or above that level, so your action would not have the 
effect intended. It would have unintended effects. It would raise 
costs, raise the price of paper, either force people out of business or 
make them law violators, eliminate work opportunities, price United 
States produced wood out of the market. You don’t want any of 
these things, neither do we. 

Mr. Canrrevp. So much for the exemptions. I would now like to 
talk about a new bill which has recently been presented on this ques- 
tion of definition of employees. 

Secretary of Labor Mitchell in his testimony before this committee 
on February 25 stated that under the Fair Labor Standards Act the 
line of coverage must be drawn as precisely and definitely as it can be, 
so that employers and employees may understand its application from 
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the facts that they know. Although this statement was made in con- 
nection with another section of the law, its application is equally im- 
portant to the matter which I am about to discuss. 

It came to my attention earlier this week that Senator Capehart 
had recently introduced S. 1512. I understand that it is similar to 
S. 1437, introduced by the Senator on May 10 last year. 

Senator Kennepy. If it is agreeable with you, perhaps we can con- 
sider the rest of your statement as read and place it in the record? 

Mr. Canrtevp. All right, sir. 


(The unread portion of the statement is as follows :) 


Secretary of Labor Mitchell in his testimony before this committee on February 
25 stated that under the Fair Labor Standards Act the line of coverage must be 
drawn as precisely and definitely as it can be, so that employers and employees 
may understand its application from the facts that they know. Although this 
statement was made in connection with another section of the law, its application 
is equally important to the matter which I am about to discuss. 

It came to my attention earlier this week that Senator Capehart had recently 
introduced 8S. 1512. I understand that it is similar to S. 1437, introduced by the 
Senator on May 10 last year. As I understand it, this bill would amend section 
3 (e) of the act by restoring the common-law rules in determining who is and 
who is not an employee, thereby bringing this act into line with the Social Secu- 
rity Act and the National Labor Relations Act. 

One of the most complex problems with which all contractors have to deal 
under the wage-hour law is that of determining whether suppliers are employees 
or independent contractors. For countless years the existence of an independent 
contractor in the plain meaning sense of the name enjoyed existence as a par- 
ticinant of the business world in good standing—that is, until recently. The 
traditional definition of “independent contractor” is a person who contracts to do 
a piece of work according to his own methods without being subject to the 
control of the other contracting party except as to the result of the work and who 
has the power to hire and fire those actually engaged in the performance of the 
work. Of late, however, there has been a tendency to overlook his status as an 
independent contractor with the claim that it has been contrived as a device to 
avoid compliance with the law. 

The three major laws which have caused the most concern with regard to the 
determination of the employer-employee status are the National Labor Relations 
Act, the Social Security Act, and the Fair Labor Standards Act. None of these 
acts originally supplied an adequate definition of the word “employee.” 

Even the United States Supreme Court was puzzled because of the vagueness 
of the definition of ““employee.” The Court, in its opinion delivered by Mr. Justice 
Reed in the case of Rutherford Food Corporation v. MvComb (331 U. S. 722 
(1947) ), stated in part: 

“As in the National Labor Relations Act and the Social Security Act there is in 
the Fair Labor Standards Act no definition that solves problems as to the 
limits of the employer-employee relationship under the act.” 

In the same case, the Court also stated : 

“Decisions that define the coverage of the employer-employee relationship 
under the National Labor Relations Act and the Social Security Act are per- 
suasive in the consideration of a similar coverage under the Fair Labor Standards 
Act.” 

It is significant that the Court specifically mentioned the three acts together 
and it is apparent that the Court recognized that coverage of these acts should 
he consistent. 

In order to clarify the intent of Congress with regard to the National Labor 
Relations Act, the Committee on Education and Labor of the House of Repre- 
sentatives in submitting its report on H. R. 3020, the Labor Management Rela- 
tions Act of 1947, said as follows: 

“An employee, according to all standard dictionaries, according to the law as 
the courts have stated it, and according to the understanding of almost every- 
one * * * means someone who works for another for hire * * *. In the law, 
there always bas been a difference, and a big difference, between employees 
and independent contractors. Employees work for wages or salary under direct 
Supervision. Independent contractors undertake to do a job for a price, decide 
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how the work will be done, usually hire others to do the work, and depend for 
their income, not upon wages, but upon. the difference of what they pay for goods, 
eer gy and labor and what they receive for the end results; that is, upon 
profits.” 

Accordingly, the House proposed the provision later included in section 
2 (3) of the Labor Management Relations Act that “the term ‘employee’ shall 
include any employee * * * but shall not include any individual having the status 
of an independent contractor.” Subsequently, the House conference committee 
reaffirmed this point of view. The amendment as proposed in the House version 
was ultimately adopted by Congress. 

The “employee” definition in the Social Security Act was clarified by way 
of the so-called Gearhart resolution in 1948 and was passed by a favorable vote 
by more than two-thirds of the House and Senate. The resolution provided that 
the term “employee” in the Social Security Act means “any individual who under 
the usual common-law rules applicable in determining the employer-employee 
relationship has the status of an employee.” The Senate Finance Committee 
in its report on the resolution said: 

“But, we repeat, if it be argued that the Supreme Court decisions establish 
a new definition of ‘employee’, then it is the purpose of this resolution to re- 
establish its meaning according to the usual common-law rules, realistically 
applied.” 

Amendment of the Fair Labor Standards Act with respect to the employee 
definition has been proposed and considered a number of times by Congress since 
the National Labor Relations Act and the Social Security Act were amended. It 
has now been proposed again. 

Certainly there is a very great need for a consistent coverage by these three 
acts. It is inconceivable that one person should be the employer of a group of 
individuals for wage-hour purposes, while at the same time another person should 
be the employer for the purposes of the National Labor Relations Act and the 
Social Security Act. Under the traditional common-law tests of the employment 
relationship, a person could be held to be an independent contractor and thus 
the employer of his employees, and required to bargain with a union on the 
wages, hours, and working conditions of such employees. He would be liable 
for any unfair labor practices against them or their union and liable for de- 
ductions or contributions or both for social security, disability insurance, unem- 
ployment insurance, workmen’s compensation, and Federal income tax purposes. 
This person would also be liable for damages for the negligent acts of his em- 
ployees. At the same time under the “economic reality” tests, used by the 
wage and hour administrator, this identical person with all of these responsi- 
bilities could be held to be merely an employee himself and his customer would 
become his employer and thus the employer of his employees for wage-hour 
purposes, and responsible for the payment of minimum wages and overtime, for 
safeguarding against child labor, and for keeping extensive records. It is well 
known that numbers of unfortunate defendants who have been brought to book 
for some alleged violations of recordkeeping requirements or a failure to pay 
claimed “overtime” have found themselves charged with being the “employers” 
of numerous individuals who were not only not on the payroll of the alleged 
“employer” but whom he had never seen or heard of before. The two situations 
are irreconcilable and not in keeping with our basic American principles of 
government by law. 

The solution is for Congress to amend the definition of employee in section 3 (e) 
of the Fair Labor Standards Act by restoring the common-law rules for de- 
termining who is and who is not an employee. We strongly urge the favorable 
consideration of Senator Capehart’s bill. As Secretary Mitchell said, “under the 
Fair Labor Standards Act, the line of coverage must be drawn as precisely and 
definitely as it can be, so that employers and employees may understand its ap- 
plication from the facts that they know.” 

At the opening of these hearings, Senator Kennedy announced that the purposes 
of the present series is to complete and bring up to date testimony taken on this 
subject during the 1st and 2d sessions of the 84th Congress. May I call to your 
attention that the contribution of the American Pulpwood Association and six 
industry member witnesses to that testimony will be found in this committee’s 
printed record during the first session beginning on page 780 and concluding on 
page 830 and during the second session beginning on page 309 and concluding 
on page 319. I particularly would like to call attention to that testimony. 

Eight pulpwood operators or dealers had requested time for the present series 
of public hearings. However, because of the limited time available for the 
hearings, they could not be heard. I, therefore, would like to submit for your 
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consideration their written statements which were sent care of the American 
Pulpwood Association at the request of this committee, and I ask that they be 
put in the record at this time. These are the statements from Messrs. Carlisle, 
Watson, Gibson, Wilcox, Breckenridge, Weathers, Pinkham, and Williamson. 


(The statements referred to are as follows :) 


STATEMENT SUBMITTED BY GEORGE D, CARLISLE OF BANGOR, MAINE, AN INDEPENDENT 
PRODUCER OF PULP WOOD 


My niame is George D. Carlisle, of Bangor, Maine. I graduated as a forester 
from the University of Maine in 1935. For the past 18 years I have been engaged 
in the business of growing and harvesting forest products. I cut and sell pulp- 
wood, suw logs, and other forest products to several different kinds of mills 
which include those manufacturing paper, lumber, furniture, etc. These forest 
products are harvested from both large and small timber lots. 

Being a small-business man, I am very much concerned about certain parts of 
S. 1267 and similar bills which I understand the Labor Subcommittee is con- 
sidering. Under the present wage-hour law, Congress has given us partial relief 
from the overtime provisions of the law, under section 7 (b) (3), on three very 
critical classes of work required in the harvesting of pulpwood logs, and so forth. 
This is because these classes of work can only be done during certain seasons 
of the year. The present law allows our men to work up to a total of 56 hours 
a week without overtime pay, when they are engaged in the following three very 
important seasonal activities : 

1. Sap peeling of pulpwood. 
2. Hauling forest products on ice and snow roads. 
3. Spring freshet driving of forest products. 

Under 8. 1267 this seasonal exemption would be abolished and overtime would 
have to be paid after 40 hours per week. If this seasonal exemption on these 
very critical classes of wood harvesting were abolished it would, without ques- 
tion, seriously affect the economy of many people in Maine, as well as many 
people in other Northern and Lake States. 

I believe I can best point out how this would affect us by perhaps explaining a 
little of one of our own pulpwood jobs in Maine. This is on the Passadumkeag 
River where each year on the headwaters of the river we cut, peel, snow haul, 
and drive down the river about 5,000 cords of pulpwood. This job is located 
about 50 miles northeast of Bangor, deep in the woods, around Nicatous Lake. 

First, we negotiate a contract with a paper company to deliver to then an 
amount of sap-peeled wood, at a certain price. We then locate our camps and 
get ready for our cutting crews. Out of the whole year, there are only about 11 
weeks in which it is physically possible to sap peel the wood. That is when the 
sap is running and every stick of the 5,000 cords we cut on this job has to be eut 
during that time, which is roughly from June 1 to the middle of August. It 
takes 40 to 50 men to do this job, but due to the fact that there is such a shortage 
of labor who will go back in the woods and do the work, we have, in the past 
few years, had to hire some Canadians in order to get all the wood cut. Simply 
stated, this part of the job consists of cutting down the trees, peeling off the 
bark with hand tools, sawing up the tree into 4-foot long pieces, and piling it up 
in the woods. Payment for this is made by the piece rate. 

Our men work from 50 to 60 hours a week doing this work, depending on the 
weather. They cannot work in the rain. They earn good wages and can work up 
to 56 hours a week before getting overtime and usually do not get in more hours 
than the 56. 

What would happen if we should lose the seasonal exemption? It would be 
impossible to work in shifts because you can’t work in the woods at night. Also, 
the jobs are located back in the woods and the men would not be content to work 
only 40 hours a week and hang around a woods camp and do nothing the rest of the © 
time. If the jobs were located near a town or near our workers’ homes, it might 
be different. Most important of all, there just isn’t enough labor available dur- 
ing the critical sap-peeling time to work only 40 hours a week and get the required 
volume of wood cut. One of the reasons for this shortage of labor is that at this 
particular time of year, the farmers are planting their crops, and the construction 
and road building jobs are getting underway. So, the only alternative would be 
to work our men the same number of hours they work now and pay the overtime. 
This would make the cost of our peeling about 15 percent more. 

After we have finished with our peeling at about the middle or last of August, 
we close our camps and wait for winter. We cannot haul our wood to the lakes 











592 MINIMUM WAGE PROTECTION 


and streams until there is snow and the ground is frozen. The woods are rough 
and the cold weather freezes the swamps and the snow fills in the rough places. 
We usually figure we cannot start hauling on this job until after Christmas when 
things are usually pretty well frozen and there is usually some snow. 

Here again, we only have about 10 weeks to haul all the wood we have cut. 
The so-called spring break-up or thaw comes around the middle of March, which 
gives us January and February and 2 weeks in March. We are again up against 
the problem of finding sufficient men and teams for the short period of time in 
which the job has to be done. A few years ago we couldn’t get quite the number 
of men we needed and the thaws came early, and as a consequence, we left in the 
woods about $40,000 worth of wood. 

On this ice and snow hauling, the men work up to 56 hours without overtime 
pay, and if the exemption were abolished, our hauling labor costs would be 
increased about 14 percent. , 

After the hauling of the wood is completed, we again close our camps and 
wait for the ice to clear from the lakes. This is usually about 4 to 6 weeks 
after hauling is completed. At that time, we move in our boats, canoes, and 
driving equipment and part of our driving crew since from within a day or 
two atter the ice goes out, we have to tow the booms of wood down to the other 
end of the lakes to a sheltered place where the winds will not strike and spill 
the wood out of the booms. We land our wood across a lake if the wind is 
against you, and I have seen our driving and booming crew just sit around and 
do nothing for several days waiting for the wind to change. Of course, they 
were paid for this waiting. Usually we tow wood on the lakes at night when 
the wind is more apt to be calm. After we have the wood towed, we sluice it 
through the dams and start it going down the streams and river. The time of 
the spring freshet is the only time of year that there is enough water to float 
the wood down the river. You can’t drive when the water is too high and 
neither can you when it is too low, and on the Passadumkeag River, we figure 
we have only 8 weeks to do our booming, sluicing, and driving. This river is 
quite large so we have more time than they do on a lot of other rivers in 
Maine. 

This part of our job has the most risk as so much work has to be done at 
just the right time. We have a good driving crew who work for us year after 
year. They work about 60 hours a week and overtime is paid after 56 hours. 
If the exemption on overtime on this critical spring freshet driving were abol- 
ished, our driving costs would increase about 15 percent. 

I have tried to point out that the costs of harvesting pulpwood would increase 
materially if the seasonal exemption were abolished and now I would like to tell 
you why I believe this would seriously affect us. 

One of our biggest problems in the harvesting of pulpwood is to get it cut 
and delivered to the mills at a price that will compete in price with the wood 
that is cut in Canada and shipped into our country. 

There is no question but that we are growing more wood each year in Maine 
than we can cut and sell. Studies on our lands indicate this to be true. 

Even with this abundant supply of growing wood, Maine mills annually pur- 
chase in Canada several hundred thousand cords of pulpwood. They do this for 
two big reasons. There is a greater labor supply in Canada and the price of 
this wood, delivered to our Maine mills, is equal to or lower than wood pro- 
duced in our own State. 

On our Passadumkeag wood, the harvesting of which I have discussed in part, 
we are competing directly with Canadian wood, and, in my opinion, the situa- 
tion is so serious that the difference the exemption would make, were it abol- 
ished, would put us out of business. Then we would be in the position of put- 
ting a lot of Maine people out of work, and suffering economic hardship. The 
same situation would be true in many other parts of the State. Our men who 
work on these jobs now earn a good wage, some over $100 a week, and, in my 
opinion, there is absolutely no logical reason to abolish this seasonal exemption. 

Also, of course, as producers of pulpwood in Maine, selling to a Maine mill, 
we are selling to the same type of a consumer that the Canadian producer is 
selling to when he sells his wood to a Canadian mill. I would expect that the 
raw-material costs for our Maine mills have got to be reasonably competitive 
with those in Canada in order for our mills to sell the paper they make. 

As a final comment, we in the northern part of the country are seeing a tre- 
mendous expansion of the pulp and paper industry in the South and west coast, 
as well asin Canada. Canada has no limits on hours worked in the woods. The 
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South and the West are blessed with many natural advantages that make for 
lower cost paper and pulp products. We in the North need that seasonal exemp- 
tion in order to be competitive. 

Problems of weather and season are not a major factor in an ordinary factory- 
type industry for which the overtime provisions of the law were designed. Over- 
time pay was designed to discourage employers from working their employees 
beyond limits considered healthful and reasonable. It was designed to encourage 
the hiring of additional employees to spread the workload. In the pulpwood 
industry in our part of the country, limited work seasons are dictated by nature 
and the obtaining of additional employees to eut down overtime work is impos- 
sible. In addition, cutting sites are located at great distances away from the 
homes of the workmen so that even if more labor were available, the use of 
shifts would be impossible. 

The relief the partial overtime exemption gives us, helps uS cope with these ele- 
ments, conditions imposed by nature, that makes the exemption necessary and, 
in part, enables us to keep our people employed and our wood-using industries 
reasonably prosperous and competitive. Unless the seasonal exemption is re 
tained, we who grow and harvest the forest products in the North country will 
be up against a serious economic problem. 


STATEMENT SUBMITTED BY RUSSEL WATSON, MANISTIQUE, MICH., AN INDEPENDENT 
PULPWOOD PRODUCER 


Because of certain bills now pending before Congress and this committee, 
consideration is being given to certain exemptions from the minimum wage and 
overtime provisions of the Fair Labor Standards Act which are now enjoyed by 
woods operators. This refers to section 13 (a) (15) which wisely grants to 
employers in the woods industry who employ not over 12 men, an exemption from 
the provisions of sections 6 and 7 of the act, and to section 7 (b) (3) which grants 
a seasonal exemption from the overtime provisions of section 7. 

As a small producer of pulpwood and other forest products in the Lake States 
region, it is my earnest hope that this Senate committee will recognize the vital 
importance of these exemptions in our business. The reasons for this will be 
readily understood when one knows of the manner in which our woods operations 
are necessarily conducted under the conditions of present forest stands, char- 
acter of labor, and status of land ownership, as they now exist in our territory. 
Perhaps the following brief statement will help to explain the reasons for my 
statement to this committee. 

It should be understood, to begin with, that practically all of the great heavy 
forests which a century ago covered the land have been cut and we now have a 
regrowth of trees of ages varying from immature to merchantable mature stands. 
It is this new growth that we now are harvesting. Such merchantable stands 
are not large and are scattered. In the aggregate, however, they supply the many 
hundreds of thousands of cords of pulpwood which we produce annually for the 
great pulp and papers mills nearby. 

When the forests were extensive and heavy, and roads were few and bad, log- 
ging camps of a semipermanent construction, housing 25 to 50 or more men each, 
were used, and there the men lived and worked for weeks on end directly under 
a foreman and timekeeper. Mostly they worked by the month. Likely, people 
think that such is the way most of our woods workers now are employed in the 
Lake States, but such is not the case. We have had to adapt ourselves to the 
new forest conditions. 

Much of the land has passed from the ownership of the great lumber companies 
into the hands of the Federal Government, States, counties, farmers, and small 
landowners. The merchantable and mature stands are sold by these owners to 
hundreds of small operators. As a reSult, our woods operations nowadays are 
modest in size and rather piecemeal. We no longer have the oldtime picturesque 
lumber camps because we do not have the large heavy timber tracts which were 
essential for the efficient operation. Our lumberjacks (or woods workers) 
usually live in small portable camps, perhaps a half a dozen in a group, which 
can be moved from tract to tract as the operator buys new pieces of forest to be 
cut. Indeed, many men live in towns and drive to work. Mobile work units and 
crews are essential. The oldtime foreman and timekeeper are completely out of 
the picture. Their employer usually is the one who has purchased the piece of 
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‘woods in which the men work. He commonly is the busiest and hardest work- 
ing man of the crew—skidding, making roads, plowing snow, loading out trucks, 
‘ete. His employees are men who have worked with him and for him, off and on, 
for years. They know what to do, he shows them where to work, their wage rates 
are determined before starting, and are based upon piecework. Each one, on 
piecework, is counted up weekly or fortnightly and paid upon the basis of his 
production. Other than this weekly—or biweekly inspection and pay, the workers 
are left alone. They are paid on their satisfactory accomplishment. They come 
to work when they please, work at their own gait, with their own tools, and quit 
when they please. They punch no time clocks. They are under no agreement to 
work any particular number of hours a week or a day or to earn any specific 
wages. Each is independent. His goings and comings are his own concern. 

It is primarily for these reasons I believe that these men work in the woods. 
They accept the working conditions of the forest, such as deep snow, cold rainy 
weather, and wet brush, simply so that they may be in a true sense their own 
boss. The freedom from rigid time controls apparently just suits their character. 
If they wish to work 2 hours a day or 10 they are at liberty to do so. If they 
wish to lay off for a few days to go fishing or to loaf or go on a bender, it is theirs 
to do so. 

Because of their irregular and casual hours, and because their employer is 
seldom with them, and because they frequently are widely dispersed in the woods, 
it is obviously literally impossible to keep an accurate check on the actual hours 
they spend at work. Hence, it is impossible to determine the wages they earn 
per hour. 

It is for this reason that Congress has wisely exempted the small employer 
of such men from the provisions of the Fair Labor Standards Act which apply 
to minimum wages, hourly records, and overtime. 

Another provision of the act, section 7 (b) (3), exempts employers from cer- 
tain overtime payments to men working on hourly wages during certain rush 
seasons of the year—not to exceed 14 weeks a year. In our Lake States this 
applies primarily to two seasons—late winter and early summer. 

It is during the winter season of about 2 months when we must rush our 
timber products out of the woods on the ice roads. We usually do not get heavy 
enough freezes to make good strong roads which will carry heavy loads until into 
January; and the spring breakup may come early in March. As a result, we 
make all haste to get our cut out of the woods and shipped or on landings where 
it later can be shipped, during the brief few weeks available. It is a time of 
rush, from daylight to dark, and everyday, with no letup. Until one has gone 
through the hectic period he has no appreciation of the strain that the imminence 
of an early breakup can place upon a woods operator who faces a heavy loss if 
he fails to get his products out of the woods safely. The crews, of course, who 
work on an hourly basis in this rush period, are paid for the total hours they 
put in, but under the wise provisions of the act they are not required to be paid 
time and a half for over 40 hours a week; although, to be sure, many an employer 
gives bonuses to good men who put in extra long hours at this time. Time and 
one-half must still be paid for hours worked in excess of 12 per day and 56 per 
week. 

Exemption from overtime payments is also wisely available to operators during 
the sap-peeling season in the early summer. The reason is that a great deal of 
the pulpwood should be peeled of its bark before it is shipped to the paper mills. 
The peeling season is in the summertime when the trees are growing vigorously 
and the bark peels off readily. The season is short. Pay for piecework is good, 
weather is likely to be pleasant, daylight hours are long, and many employees 
wish to put in as much time as they can to earn a good stake. This is satisfactory 
to the employer but. he does not feel that he can afford to pay time and a half 
for overtime on piecework. For this reason, the act wisely allows the Adminis- 
trator of the act to exempt such seasonal employment from the provisions of the 
act. 

Finally it should be noted that the Wage-Hour Administrator would find great 
difficulty if he should be called upon to enforce the record-keeping requirements 
of the act on the hundreds of small woods operators scattered over the region. A 
multitude of inspectors would be needed and violations because of impossibility 
of compliance would everywhere be found. If rigidly enforced, much of our 
woods work would of necessity abruptly stop. It is sinceerly hoped that we will 
not be placed in that position. 
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STATEMENT SUBMITTED BY M. Carr Gipson, CAPE Fear Woop Corp., 
ELIZABETHTOWN, N. C. 


My name is Carr Gibson, from Lumberton, N. C. I am an employee of the 
Cape Fear Wood Corp., of Elizabethtown, N. C., a small corporation, whose busi- 
ness: is buying and selling forest products. As a part of this operation, we buy 
pulpwood and, in turn, sell this pulpwood to different consuming pulp mills. My 
primary concern is with those bills which would delete the 12-man partial 
exemption, section 13 (a) (15), from the Fair Labor Standards Act. 

The pulpwood producers from whom we buy wood are of two categories. 
First, there is the professional producer who employs more than 12 men, pro- 
duces pulpwood all year round, and depends only on this pulpwood operation for 
his livelihood. This producer’s operation is of sufficient size so that he either is 
able to keep himself, or hire someone to keep, the required records. We are not 
concerned with this type of producer insofar as the proposal to eliminate the 
12-man exemption is concerned. 

The second type of producer, the small operator, who employs less than 12 
men, but who nevertheless furnishes in the aggregate a very large part of the 
pulpwood that enters the market, would be seriously injured were his partial 
exemption lost from the wage and hour law. 

The recordkeeping requirements of the Fair Labor Standards Act require so 
much bookkeeping that compliance by these small-business men is, for all prac- 
tical purposes, impossible. Most of the men employed by these small producers 
_to cut pulpwood work in isolated areas without even a minimum of supervision. 
The work sites are not permanent and may change weekly. When the trees 
selected for cutting have been removed from one tract of timber, the producers 
must move to another area and the new site may be many miles away. Estab- 
lishing check-in and check-out stations for these men and obtaining clerical help 
necessary to keep the detailed time and personnel records is so expensive that 
mest small pulpwood producers would be faced with the choice of violating the 
act of necessity or going out of business. 

It is very important to note that this small producer can afford to cut pulp- 
wood in small isolated tracts of woodland which would otherwise never be mar- 
ketable. The proceeds of this operation are an essential supplement to small 
community income. Depriving rural communities of this income now derived 
from the sale of pulpwood by small landowners and the profits of the producers 
and the wages of his employees would seriously impair the economy of these 
communities. 

The theoretical advantage that would accrue by reason of the minimum wage 
and overtime provisions in the law would be of little avail if there were no 
employment because of the small producer being driven out of business. This 
is in addition to the fact that the small isolated stands of wood would become 
unproductive. Congress, after much consideration, has wisely recognized these 
facts. The exemption from the minimum wage and overtime provisions of the 
wage and hour law of forestry and lumbering operations, employing not more 
than 12 men, has permitted the existence of small-business men in this field. 
This exemption must be retained in the law. 

I would also like to take this opportunity to respectfully urge an improvement 
of the definition “employee” under the Fair Labor Standards Act, in order to 
make the definition understandable. The present definition in the act, as inter- 
preted, leaves me, and, I know, many others in the position of not knowing who 
is my employee and who is not. This problem does not exist under the labor 
relations and social security laws and it should not exist under the Fair Labor 
Standards Act. I have been advised that legally, under the Fair Labor 
Standards Act, I might be designated the employer of people I have never seen, 
never paid, and never heard of—people who could not possibly be my employees 
under the common law, the labor-relations law, or under the Social Security 
Act. 

Many unnecessary and insurmountable problems are created where some indi- 
viduals are scheduled as employees under one Federal law and not as employees 
under another. I deal with pulpwood producers. I buy wood from them. These 
producers and the people hired by them are not my employees. They know that 
and I know that. These pulpwood producers are independent businessmen and 
are proud of it. They don’t want to work for someone else. They want the 
profits that their efforts can earn for them. They will take their chances on 
the possibility of loss. That’s the way they feel about it and that’s the way I 
fee] about my business. Our relationship is that of buyer and seller. They sell 
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pulpwood and I pay money for it. Every buyer is associated in the same way with 
his suppliers, but only under the Fair Labor Standards Act can there be a ques- 
tion of the buyer being held the employer of all the people unknown to him who 
may work for the supplier. The penalties for suddenly finding oneself the em- 
ployer of strangers are too great for this uncertainty to continue. An employee, 
under the Fair Labor Standards Act, who has not been paid the proper minimum 
rate or overtime by the man who hired him and put him to work may, under 
the broad definition of “employee,” be able to collect from the buyer of pulp- 
wood twice the unpaid compensation, plus attorney’s fees and costs, on some 
theory that the buyer was his real employer. Last year, Senator Capehart 
saw fit to introduce S. 1437 as a remedy. This was not enacted. 

I urge a similar amendment to the Fair Labor Standards Act to bring it in line 
with other Federal social legislation, already defining “employee,” so that respon- 
sibility for compliance with the act will be placed on the actual employer and the 
existing confusion ended. 





STaTEMENT SuBMITTED By R. D. Wiicox, AN INDEPENDENT PULPWOOD DEALER 


I am R. D. Wilcox, of Laurel, Miss. I am a small-business man, one of 2,000 
pulpwood dealers obtaining pulpwood from an estimated 20,000 independent 
producers in the Southern States. Our southern portion of the industry em- 
ploys about 100,000 persons. These pulpwood workers have, on an average, 
families of about 4 or 5 people. Thus, there are over 400,000 individuals who 
are directly or indirectly dependent upon our industry for their livelihood, not 
to mention the many thousands of merchants and consumers who also depend 
upon this industry. 

The vastness of our industry may best be visualized by referring to statistics 
which show that 20,231,000 cords of pulpwood were consumed in the South in 
1956. This represents 57 percent of all of the pulpwood consumed in the United 
States during 1956. The total national consumption reached 35,845,000 cords last 
year. 

I speak for a group of pulpwood dealers and producers from the southeastern 
part of Mississippi who play an important part in this industry. We are all 
vitally concerned with a number of the proposals being considered by the Labor 
Subcommittee which would amend the Fair Labor Standards Act. 

We vigorously oppose the proposed abelition of the 12-man exemption (sec. 13 
(a) (15)) because its removal from the law will have the effect of eliminating 
from our industry many small pulpwood producers, farmers, and workers, as 
well as their opportunity to earn a livelihood or supplement their incomes by 
part-time forestry work. Most of the pulpwood cut in the South is by such small 
producers and part-time workers. These producers cut and haul their wood to 
the nearest market and sell it just the same as they would sell cattle, hogs, or 
farm produce. In this capacity, a small-business man producing pulpwood for 
market, full or part time, cannot possibly keep the detailed records which are 
required by the law, but for the 12-man exemption. The burden of recordkeeping 
is especially onerous because in most instances the small pulpwood producer- 
employer spends most of his time actually working in the woods, isolated from 
his employees and unable to exercise any great degree of supervision. In addi- 
tion, employment is highly irregular depending upon the weather, the season, 
and the temperament of the employees. Under these circumstances, the majority 
of pulpwood operations pay their employees on a piecework basis. In many 
cases, physically handicapped employees are able to make a livelihood at this 
occupation because the rate of their production can be geared to their abilities 
to produce. Imposition of minimum wage and overtime regulations, in addition 
to being thoroughly impractical for this type of work, would necessitate the 
discharge of these handicapped workers. 

In 1949, Congress reyuested that some relief should be given the small-business 
man engaged in forestry operations from the burden and expense of having to 
closely supervise his employees and from keeping the detailed records required 
by the act. The necessity for this exemption still exists and there has been 
no substantial change in the status of the small pulpwood producer. Without 
the 12-man exemption, the pulpwood which is being produced by small operators 
today would, of necessity, be produced by large companies who can stand the 
expense incident to supervision and recordkeeping. Thus, the small producer 
would gradually be forced out of business. There is no question that when large 
groups of men are employed, careful supervision and the keeping of detailed 
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records is both reasonable and practical, but the small operator working in the 
woods himself; who employs 12 men or less, cannot, without great effort and 
expense, keep the necessary records but for the exemption would have to be kept. 

About three-fourths of the timberland acreage in the South is owned by small 
landowners. Nearly every farm owner has some sort of woodlot on his prop- 
erty. For example, in Mississippi, there are 16,500,000 acres of timberland. Of 
this amount, about 11,700,000 acres are owned by small landowners, about 3 
million acres are owned by larger owners, and about 1,800,000 acres are owned 
by the public. In many cases, the part-time conduct of pulpwood producing 
gives the small farmer the money he needs to finance his farming operations 
during the growing season. If the exemption were removed, the small pulp- 
wood dealer would be in a very awkward position, since he would have no way 
of telling if the provisions of the act had been complied with by his supplier. 

At the time that the 1949 amendment, which created the 12-man exemption, 
was being considered, opponents suggested that the enactment of this exemption 
might result in employees being paid less than the minimum wage. Pulpwood 
producers must pay the equivalent of the minimum wage or lose their employees 
to other industries. 

Removal of this exemption would be a serious blow to the economy of the 
South, which produces large quantities of pulpwood. It would mean the denial 
of work and the loss of jobs by a great number of people who are free and inde- 
pendent and who want to stay that way. 

I would also like to take this opportunity to mention that confusion exists 
because of the inadequate definition of the word “employee,” as found in the 
Fair Labor Standards Act. Last year, Senator Capehart introduced 8S. 14387 
which would have done much to remedy this situation, and it is my earnest 
hope that consideration will be given again to this problem. 

A large volume of the pulpwood produced in the South is produced by part- 
time workers who are farmers or public workers, who produce some pulpwood 
at irregular intervals as a means of supplementing their income. In such in- 
stances the producer will cut and haul his wood to the nearest rail or barge 
siding or concentration yard and sell it the same as he would sell his farm 
produce. In many cases this irregular sale of wood gives a small farmer the 
cash money he needs to finance his farming operations during the growing 
season. In such cases the wood dealers have no knowledge of the wood being 
produced until the wood shows up at the delivery point. The wood dealer does 
not know the people involved in producing the wood, the ways and means em- 
ployed or the regularity of the operation, even though the same producer might 
repeat this action a number of times. 

Due to the nature of the operation and the independent nature of the people 
involved, we endorse and support a proposal to bring the definition of “employee” 
as found in the Fair Labor Standards Act into line with the same definition 
in similar laws. The average legitimate small business strives to comply with 
the laws governing the particular business. However, when one law is admin- 
istered under one definition of “employee” and another is administered under 
another definition of an “employee,” then the whole matter of operating one’s 
business becomes a guessing game; and if one guesses wrong, and by the time 
it has been determined whether a named person is or is not an employee, and 
whose employee he is, many penalties may have been imposed, and in excessive 
amounts, against dealers because they failed to guess what the Administrator 
would hold in regard to particular subcontractors and their status. This is a 
risk the average dealer or producer cannot afford to take, as a mistake in this 
respect could force him out of business. 

We would like to have the common-law definition of an “employee” spelled 
out for the Fair Labor Standards Act, because, without this clarification, it is our 
conviction the following results would prevail: 

1. It would be impossible for those who deal in pulpwood or other forest 
products to know who their employees are, until such times as the Adminis- 
trator, and in some instances, the courts, have decided that question. In the 
meantime, the determination of who is or who is not an employee would not 
be decided by the law, but by an Administrator, who is given unlimited power 
of interpretation. 

2. Without this clarification of an employee it is our conviction that the admin- 
istrative interpretation would be such as to eliminate independent contractors 
and tend to make employees out of many small-business men who are now 
classed as contractors or subcontractors, and who are enjoying the privileges 
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of working out their own destiny in the American way of life. These men do 
not want to surrender their hard-won privileges of working for themselves in 
pursuits of businesses which they have elected to enter, and they would seriously 
object to being converted into employees, rather than independent businessmen. 

3. Without this clarification of an employee, it is our conviction that the 
administrative interpretation would be such as to make tax-collection agencies 
out of forest-products dealers, and possibly consumers of forest products. If 
such a situation should develop, it will follow that such persons will ultimately 
be classed and considered as the employee of the dealer or consumer for all 
purposes. Sooner or later, the dealer or consumer will be required to recognize 
him as an employee under the Workmen’s Compensation Act, the National Labor 
Relations Act, and finally, be held liable for all of his acts of negligence. For 
instance, if such an employee, so classified, cuts a tree on the lands of another, 
or has an accident, injuring another crew worker, or any outsider; the dealer 
or consumer would be held responsible to pay all the resulting damages. 

4. Without this classification of an employee, an Administrator may use vague 
and indefinite factors in arriving at the relationship of those engaged in the 
forest-products industry. Some of the factors that have been suggested and 
possibly used in the past are: 

(a) Control over the individual. 

(b) Permanency of the relationship. 

(c) Regularity and frequency of performance of service. 

(d) Integration of the individual’s work in the business to which he 
renders service. 

(e) Lack of skill required of the individual. 

(f) Lack of investment by the individual in facilities for work. 

(g) Lack of opportunities of the individual for profit or loss. 

To fail to make this clarification of an “employee’ represents a failure on the 
part of Congress to assume its just responsibilities, and amounts to government 
by rule and regulation, rather than by law. 

This country and its economy was founded and has grown great under the 
common-law definition of employer-employee. In the Fair Labor Standards Act 
there is no adequate definition of an “employee” and the status of many people 
is left to the exercise of administrative discretion. We ask that there be set 
out in unmistakable terms the definition of “employee” as in the social security 
and labor relations laws so any business, large or small, can operate with a 
degree of certainty as to where it stands in this respect. 





STATEMENT SUBMITTED BY PEYTON D. BRECKENRIDGE, AN INDEPENDENT PULPWOOD 
DEALER 


My name is Peyton D. Breckenridge. I am secretary and treasurer and one- 
half owner of Chattahoochee Timber Sales, a small company engaged in the 
pulpwood business in west Georgia. Our business, as any other, is faced with 
the rigors of competition, the uncertainties or markets and weather conditions, 
and chances for profit or loss, and that vast imponderable best described as “the 
breaks of the game.” By and large though, in this business as in all others, 
success or failure is dependent upon one’s own ability and the amount of effort 
you are willing to put forth. We do differ from other businesses, however, in 
that we find ourselves in the unenviable position of being a rural business which 
is directly and vitally affected by a law designed for urban employment condi- 
tions such as those found in factories. 

Under the present law the small pulpwood producer has one protective barrier 
which can keep him operating and keep him within the law. That barrier is the 
12-man exemption, the elimination of which has been proposed. The stated rea- 
son for the elimination of the exemption is extension of coverage under the act. 
When a specific exemption is written into the law by Congress after long study, 
there must have been real reasons for such action. The exemption from mini- 
mum wage and overtime provision was written into the act because, under the 
circumstances in which pulpwood is and must be logged, compliance is impos- 
sible. The same circumstances hold true today. If the 12-man exemption is 
eliminated, literally thousands of small-business men will be either forced out of 
business, or will be forced to operate outside the pale of the law, which would 
eventually have the same result. 7 
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We purchased wood from 49 pulpwood producers during the calendar year 
1956. All of them came under the 12-man exemption, and I do not wish to imply 
that the inability to comply with the law is based on inability or unwillingness 
to pay the minimum wage scale. Asa matter of fact, to my knowledge there is 
no one physically able and willing to work in the pulpwood business who is not 
now making the minimum wage or more. Competition for labor insures that 
piecework rates must be sufficiently high to allow a man to make at least the 
equivalent of the minimum hourly rate. Many crews, however, have one or more 
indivduals who are old or physically disabled who do limbing, haul water, or do 
other odd jobs, and these individuals earn less. The elimination of the exemp- 
tion would make their employment impossible. 

The physical impossibility of complying lies in the recordkeeping required 
under the act. Picture, if you will, a typical producer. He owns 1 truck, 2 
power saws, several axes, and wood hooks. In our area he ofttimes owns a 
mule or a small tractor. He employs about five men. His timber supply is the 
farm woodlot with each tract supplying him an average of five carloads of wood. 
The nature of the work requires that his employees be working often in different 
locaitons and with no supervision. Here we have no “portals” no shifts, no 
supervision, no assembly line, nothing remotely resembling the factory setup for 
which this law was designed. Working hours depend on the season and in many 
instances the mood of the employee. Add to these the fact that such an operator 
probably has no better than an eighth grade education and that some are actually 
illiterate, and one begins to see why detailed recordkeeping is unworkable in this 
case. 

Elimination of the 12-man exemption, while increasing few if any wages, 
would force this body of independent, self-reliant Americans into a position where 
they must choose between giving up their independence or risking open violation 
of the law. 

Violation of the law, gentlemen, need not necessarily be deliberate. It can 
be the result of lack of clarity in the law itself. The ambiguity can be great 
enough to make the legal position of various parties unclear even to the legally 
trained mind. We have just such a situation in the employer-employee defini- 
tion, or lack of one, in the Fair Labor Standards Act. 

In the course of some hundreds of years there has evolved in our common 
law a test of what constitutes an employer-employee relationship. This has 
been made a part of the social-security law and the Labor Relations Act. It 
has been backed up by thousands of court decisions. It is fair, equitable, and 
just. Its criteria for judging are so well known that I will not take the time 
of this committee to list them here. 

In the Fair Labor Standards Act, however, we have a situation wherein 
the administrator is to judge whether or not the relationship between 2 or 
more parties is that of employer and employee, and in this judgment he is to 
be guided by 7 factors constituting the so-called doctrine of economic reality. 
These are worth listing: 

1. Control over the individual. 

2. Permanency of the relationship. 

3. Regularity and frequency of performance of service. 

4. Integration of individual’s work in the business to which he renders 
service. 

5. Lack of skill required of the individual. 

6. Lack of investment by the individual in facilities for work. 

7. Lack of opportunities of the individual for profit or loss. 

Let me apply these differing bases to my own operation to demonstrate the 
divergent conclusions we can arrive at and the precarious position a businessman 
ean find himself in. First my relationship to my customers. 

In my 10 years as a dealer I have sold wood to over half the paper mills 
in my area. I often sell wood to more than one mill in the same week. My 
sales are all made on a week-to-week basis and there are weeks during which 
even my best customers purchase no wood from me. I do owe some money 
to paper mills but the total amount is less than 10 percent of my capital invest- 
ment and less than 50 percent of the amount I owe my local bank. The mills 
do not control any portion of my operation. Obviously our status is that of 
buyer and seller. 

Following his ruling, of course, we would always have recourse to the courts, 
but only a Government bureau would have the time or the money to pursue 
all of the possible combinations of interpretations of these criteria through 
the: courts. 
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So we must live beneath a sword of Damocles, and a dangerous sword it is. 
¥or if we should be found to be employees, the businesses we have devoted 
our lives to building will crumble before the onslaught of encroaching bureauc- 
‘wracy. And should we be found to be employers, for the purposes of the act, 
‘we would be forced to exercise a degree of control that would make us em- 
ployers in fact under the social-security law and the Labor Relations Act, thus 
circumventing the expressed intent of the Co 

Gentlemen, I ask you to include in the Fair Labor ‘Standards Act the common- 
law definition of “employee” which is a part of our legal heritage, as you have 
already included it in the other two acts. 

By retaining the 12-man exemption and clarifying the definition of “employee” 
you will prevent the loss of the means of livelihood of many southern pulpwood 
cutters and prevent the imposition of an unnecessary and unworkable burden 
of recordkeeping on a rural industry which cannot be subjected to the same 
requirements as large employers and urban businesses. You will enable the 
clarification of the application of the law so that existing confusion may be 
avoided and so that it may be understood by those affected by it. 

As stated earlier, during 1956 I purchased wood from 49 different contractors. 
Thirty-two of these sold wood to other dealers in the same period and all were 
free to do so. 

The relationship is self-evident—that of buyer and seller. We are each inde- 
pendent businessmen and proud of that appellation. But let us apply the doc- 
trine of so-called economic reality to these relationships : 

1. Under “control” does my telling the producer what size and species to eut 
and how many cords to ship constitute control? Does the same relationship 
exist between the paper mill and myself? 

2. Under “permanency,” would the ideal relationship wherein two men enjoy 
doing business together and continue to do so over a period of years make them 
employer and employee? There are only so many purchasers of pulpwood and 
if one stays in business for any length of time a certain degree of “permanency” 
must be established with one or more of them. 

8. Under “regularity and frequency of performance of service,” does the fact 
that a man is a full-time pulpwood dealer make him an employee of a paper 
mill? 

4. Under “integration of the individual’s work in the business to which he 
renders service,” is there any way of denying that the production of pulpwood 
is an integral part of the manufacture of paper? 

5. That brings us to “lack of skill required of the individual.” Gentlemen, 
I have no idea what this means or how it should be applied. 

6. “Lack of investment by the individual.” Does my occasional financing 
of the purchase of a truck for a producer jeopardize his independent status? 

7. “Lack of opportunities for profit or loss.” On this point alone I believe 
we could stand firmly but what weight does this point or any of the other six 
carry? 

Only the Administrator can rule. 





STATEMENT SuBMITTED BY ToM BE. WEATHERS, AN INDEPENDENT PULPWoOp DEALER 


My name is Tommy Weathers, and I live in Waynesboro, Ga., which is about 
25 miles south of Augusta. I am a small, independent businessman who earns 
his livelihood as a pulpwood dealer. I am submitting this statement to try to 
protect my small business and the businesses of the small, independent pulp- 
wood producers from whom I purchase wood. 

We are deeply concerned about the “12-man exemption” clause now in the 
Fair Labor Standards Act. It is my understanding that amendments to the 
Fair Labor Standards Act have been introduced which would eliminate the 
12-man exemption from the act. The retention of this 12-man exemption is of 
utmost importance to small pulpwood producers and dealers, like myself, 
throughout the South. In fact I believe that the act was amended in 1949 to 
include this clause because of the problems which southern wood producers, as 
well as many small-business men, encountered in attempting to comply with the 
law. 

In my opinion the purpose of the Fair Labor Standards Act is to assure work- 
ers that they will receive at least the minimum wage rate prescribed by law 
and that they will be paid overtime for all work over 40 hours. But the law also 
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requires that detailed records be maintained to prove compliance. Although, 
under the 12-man exemption, an exemption is granted from the minimum wage 
and overtime provisions of the law, pulpwood workers generally receive at least 
$1 per hour for the hours that they work. Competition for labor from other 
industries dictates that. The basic problem which the 12-man exemption clause 
solves is the elimination of the recordkeeping which in most instances could 
not be accurately kept by the vast majority of the small pulpwood producers in 
the South. 

The Fair Labor Standards Act is a factory-type law which applies to workers 
who operate in large groups in concentrated areas where supervision may be 
easily effected and where the maintaining of records as to hours worked can 
be readily done. Woods operations are a far cry from such a situation. Woods 
labor today in the South is very independent. They work when they want to and 
don’t work when they don’t want to. They come to work when they want, they 
leave when they want to, They are so spread out over the woods that close super- 
vision is well-nigh impossible. 

The size of the timber tracts that are being cut today are normally very 
small, Most of the wood being produced today is coming from the lands of the 
tens of thousands of small private landowners who today own over 74 percent of 
all the forest lands in the South. These tracts are scattered and do not lend 
themselves to volume operations and concentrated activities where close super- 
vision and accurate recordkeeping can be maintained. It is not uncommon 
for a producer to have 2 or 3 of his laborers working on one tract while his 
other 2 or 8 laborers are working on another tract 2 or 3 miles down the road. 

In the pulpwood industry today, the 1-truck pulpwood producer who employs 
4 to 6 men is the most common type. Many producers drive their own trucks 
hauling the wood from the woods either direct to the mill, to a railroad siding 
for hand loading, or to one of the many concentration yards where wood is me- 
chanically unloaded. While he is gone from the woods with the truck there is no 
one to supervise his operation. How can he keep track of how long his labor actu- 
ally works and how long they loaf? Most woods labor today is paid on a piece- 
rate basis by which they will receive the equivalent of at least $1 per hour for 
hours worked. But what about the time the labor knocks off because it is too hot? 
What about the time that the labor might take off to go fishing for an hour or 
two or to go to the country store or to do a multitude of things which woods labor 
does over and over again while supposedly on the job? It is certainly not the 
intent of Congress, I hope, that labor will be paid the minimum wage just for 
being in the vicinity of his job. He must be producing to earn his pay. Yet, in 
the pulpwood industry in the South there is much idle time for which, unless 
an allowance can be made, such as the 12-man exemption clause, the pulpwood 
producer could not operate profitably and would, of necessity, go out of business. 

Gentlemen, one of the primary reasons for the rapid economic growth of 
the South in the past two decades has been the growth of the pulpwood industry 
in that region. The demand for pulpwood by the pulp and paper industry has 
offered the opportunity to many individuals to become small independent busi- 
nessmen supplying the basic raw material for that industry. The increasing 
demand for pulpwood has offered an opportunity for greater income to the 
thousands and thousands of small private landowners who can market some 
of their timber as pulpwood. 

If the twelve-man exemption clause were eliminated, many of the small 
pulpwood producers would be forced out of business. This would have a dis- 
astrous effect on the continuing growth of the pulp and paper industry in the 
South. It could certainly have a very adverse effect on the economy of our 
entire region. 

I would also like to relate the need for improving the definition of “employee” 
as it now stands in the Fair Labor Standards Act. I feel sure all you gentlemen 
understand how a pulpwood dealer, such as I, operates. I buy wood from quite 
a few small independent wood producers and in turn sell the wood to one or 
more of the pulp mills located in my area. 

Now, under the Social Security law which has been in effect for almost some 
20 years, and according to common law which has been in effect for hundreds 
of years, I am an independent businessman, working for myself, providing a 
livelihood for my family, and being my own boss. At the same time, the small 
pulpwood producer from whom I purchase wood is also an independent business- 
man, employing his own labor, having the right to hire and fire whom he desires, 
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selling wood to whomever he desires and responsible to no one whether he 
works or not. This is as it should be, but under the Fair Labor Standards Act 
and under the “Total Situation Doctrine,” it is conceivable for the Wage and 
Hour Administrator to rule that the small independent pulpwood producer is 
really not independent, but rather is an employee either of mine or a paper mill, 
and there again that I am not an independent pulpwood dealer, but instead am 
also employed by the paper mill. If such a ruling were ever made, it would be 
as incorrect as any possible ruling ever could be. I ship to two mills today, and 
there is nothing to prevent me from shipping to other mills if they will agree 
to purchase wood from me. Some of the producers from whom I purchase wood 
also sell wood to other pulpwod dealers. Would I be an employee of every mill 
to whom I ship? Would these producers be employees of each mill? 

There are three definite types of producers from whem I purchase .wood. 
First, the year-around full-time producer who depends entirely on pulpwood for 
his livelihood. He owns his own truck, employs his own woods labor, and quite 
frequently trades direct with the landowner for the timber he cuts. In some 
instances such a producer may sell all of his wood to one single dealer, but 
then again quite a few such producers sell wood to two or more dealers. Would 
such producers be employees of all the dealers they sell to? The second type of 
producer I purchase wood from is the farmer-landowner who in his off season 
uses some of his farm labor to harvest pulpwood from his own land. Such an 
individual is already exempt under the law as long as he is farming. But, will 
he the moment he starts cutting his own timber, or anybody else’s timber for 
that matter, with his regular farm laborers, become liable under the law and 
face the possibility of being recognized as no longer an independent businessman. 
Certainly such an interpretation is unrealistic. Third, there is the part-time pro- 
ducer who works certain seasons at other activities but especially in the winter, 
uses surplus farm labor to harvest pulpwood until farming season rolls around 
in the spring. Here again, such a producer hires his own labor. The dealer 
has no say-so as to whom the producer employs and in 99 times in 100, I doubt 
if the dealer even knows the laborers’ names. The producer, in many cases, 
bargains with the landowner for his timber. The dealer has no say-so in what 
the producer might agree to pay the landowner for the timber. The only con- 
sistent connection that the dealer has with any one of the above such producers 
is the agreement as to the price he will pay the producer for his wood and the 
amount of wood he will purchase from that producer. Does that make any 
such producers my employees? 

The Congress, after due consideration, has seen fit to include the common- 
law definition of “employee” in the Social Security Act. It seems to me that 
this is the only definition that can be recognized and that the Congress should 
take definite action to amend the Fair Labor Standards Act to redefine the 
word “employee” as is stated in the Social Security Act. It is inconceivable 
how businessmen can be expected to operate entirely within the law while 
trying to follow two basic laws which have such divergent basic definitions. 
One of the basic principles on which this country was founded was the pro- 
tection and rights of the small individual. Today we hear on all sides talk 
about protecting the small independent businessman, and the threat of big busi- 
ness getting even bigger. But, as it now stands under the Fair Labor Standards 
Act, the small independent wood dealer such as I and the producer from whom 
I purchase wood, could possibly lose their independent status, could become 
pulp mill employees which would mean further growth of big business and 
the further elimination of small-business men. I do not think that this is the 
intent of Congress and certainly hope that you gentlemen will recognize the 
vital necessity for your seeing to it that such never happens. You can do this 
by amending the Fair Labor Standards Act to define “employee” according to 
common law and as now stated in the Social Security Act. 

In closing, I strongly urge that you gentlemen recognize the need for re- 
defining the definition of “employee.” I strongly recommend that you reject 
any amendment that would eliminate the 12-man exemption clause as it now 
exists. The pulpwood men for whom I speak want to be good law-abiding citi- 
zens but at the same time want to have the opportunity to operate as independent 
businessmen and provide a livelihood for themselves, their families, and their 
employees. The pulp and paper industry means too much to the economy of the 
South to have any legislative action taken that might prevent its further growth 
and contribution to the economy, not just of the South, but of our entire country. 
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STATEMENT SUBMITTED BY T. S. PINKHAM oF Fort KENT, MAINE, AN INDEPENDENT 
. PRODUCER OF PULPWOOD 


My name is T. S. Pinkham, I am a small-business man and a producer of 
forest products, namely, pulpwood, cedar poles, cedar ties, hardwood logs and 
long lumber. My place of business is located in northern Aroostook County 
in the State of Maine. I am vitally interested in those bills which would 
eliminate the seasonal exemption, section 7 (b) (3), of the Fair Labor Standards 
Act. 

The seasonal exemption section of the law gives a partial exemption from the 
law’s overtime provisions to industries found by the Administrator to be of a . 
seasonable nature. This has been found to be the case by the administrator 
for the pulpwood industry. The exemption is very limited in its application 
and does not give freedom from coverage under other sections of the act. 

Approximately 50 to 60 percent of the work done in the woods is presently 
accomplished on a seasonal basis. The types of seasonal woods work performed 
in our area are: 

(1) Sap peeling of pulpwood which is the removal of bark by hand. This 
work starts somewhere around May 15, and continues through August 10. Dur- 
ing peeling season, labor is in extremely short supply because of construction 
and farming in our area. At least one-third of my total cut for the year has to 
be completed in this time. Several other operators in our area have to cut at 
least three-fourths of their total cut for the year during this time. 

(2) Winter hauling, which lasts approximately 3 months. During this season, 
the producer of forest products in our area has to haul all of his year’s pro- 
duction to a railhead for shipment or to a landing beside a lake or stream in 
preparation for spring driving. During the winter season, the woods roads are 
frozen and afford the only opportunity of getting the necessary heavy equipment 
into the woods to remove the forest products efficiently. 

(3) Driving season in which the small brooks and streams are utilized to float 
pulpwood and which usually lasts from April 20th to June 30th. At this time 
water is plentiful from melting snow and spring rains. 


STATEMENT SUBMITTED BY JAMES A. WILLIAMSON, AN INDEPENDENT PRODUCER OF 
PuLP woop 


Tam James A. Williamson of Darien, McIntosh County, Ga., and have prepared 
this statement for your committee on behalf of the pulpwood producers in my 
county, of which I am one, to point out the harm that will come to us in this 
industry if the proposed deletion of section 18 (a) (15) of the Fair Labor 
Standards Act (the 12-man exemption) should become law. 

The 12-man exemption, as now contained in the Fair Labor Standards Act, 
is a necessity for those of us engaged in this work. We pulpwood producers 
are small, independent businessmen, employing from 6 to 12 men. A pulpwood 
producer may own, sometimes, 1 or 2 trucks and customarily drives the truck 
himself and works alongside of his men, doing the actual cutting of trees and 
preparation of the wood for sale. By his own hard work and diligence, the 
pulpwood producer is able to make a fair living for himself and his employees, 
get his equipment paid for, and enjoy a high degree of freedom in his work. 
However, the margin of profit is too small to allow him to hire an office worker 
to keep the records required by the Fair Labor Standards Act or to take the 
time from his work in the woods to do it himself. To eliminate the 12-man 
exemption and impose the recordkeeping requirements of the act on this em- 
ployer would be to unnecessarily increase the burden of his paperwork to the 
extent where compliance would become impossible, and increase the cost of 
pulpwood production. 

Under the existing law, farmers and pulpwood dealers employing 12 men or 
less, may plant trees without being required to comply with the minimum and 
overtime provisions of the Fair Labor Standards Act. In the exercise of this 
right they are encouraging the planting and growth of trees, which will ulti- 
mately furnish an income to owners of timberlands, and furnish them tracts 
of timber upon which they may operate. The repeal of the so-called 12-man 
exemption would destroy this right of timber owners, unless such owners could 
be classed as bona fide farmers. The wealth of this country is being restored 
by the encouraged planting and growth of pine timber. To fix it where such 
planting would be discouraged by requiring the payment of the minimum wage 
and compliance with the overtime provisions and the recordkeeping requirements 
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of the Fair Labor Standards Act, would deprive the South of one of its greatest 
assets; namely the ability and opportunity to reforest its pinelands. 

We do not feel that the minimum wage provisions of the act are practical for 
the pulpwood industry. As the business now operates, an able-bodied worker 
makes at least as much as the minimum wage rates require, but there are many 
handicapped and partially disabled employees now employed whose production 
is so low that if the partial exemption under section 13 (a) (15) were lost, 
these people would have to be laid off. Handicapped workers perform valuable 
services and receive fair pay for them, but cannot be expected to perform normal 
amounts of work. Loss of this exemption would, in effect, put these people out 
- of work and create a tremendous hardship on their families. 

Overtime provisions of the law are also impractical for our industry because 
the work is largely seasonal and dependent upon weather conditions. It is 
absolutely necessary for the small producer to work longer hours in good 
weather and during the proper seasons to make up for the times during the 
year when he cannot produce. Overtime work, as defined in the law, is always 
necessary, not for the purpose of increasing the producer’s profit, but simply 
as a normal incident of production imposed by nature. The small producer 
cannot afford to pay overtime wages for this type of work. 

If Congress really wants to help the little man, this exemption should not be 
repealed. If it is repealed Congress would be forcing out of business the small, 
independent businessman and making it necessary that pulpwood be produced 
by large corporations who are able, because of the volume of their work, to 
superintend pulpwood cutting operations. As a result, the little operator would 
be out of business, and he would no longer have his proper place in the economy 
of the Nation. 


Although I know of no bill on this subject having been introduced in the pres- 
ent Congress, I would like to state the importance to our industry of obtaining a 
better definition of the term “employee” than now contained in the minimum 
wage-and-hour law to avoid the irreconcilable conflicts and confusion that have 
oceurred in the past. The definition should be brought into line with those 
contained in the social security and labor relations laws. 

Mr. Canriecp. Seasonal labor is in no way a hardship for the em- 
ployee. For example, the average hourly rate for a cutter peeling 
pulp was $2.36 on my operation Tast summer. Woods work is in no 
shape or form similar to factory work, where an employee has a roof 
over his head and punches a time clock 52 weeks a year. We, as pro- 
ducers of forest products in our region, have to complete our job 
within a limited time allowed to us by nature and with a limited sup- 
ply of labor. Working longer than normal factory hours during the 
limited seasons dictated by nature is a necessity. 

We have in the northwestern part of our State a very large tract of 
standing timber which is relatively far from the place of manufacture. 
For instance, we are now trucking pulpwood on a seasonal basis 36 
miles to the nearest railhead, with one-half of the distance trucked 
on winter woods roads. 

It is my understanding that the administration is trying to curtail 
inflation. We, as producers of forest products, would have to receive 
a higher price for our wood, f. o. b. cars, in order to pay for the addi- 
tional overtime which would accrue if the seasonal exemption were 
eliminated. Additional costs and the existing long truck haul and 
high freight rate might well price the producer of forest products 
in this area out of business. We have to meet the strong competition 
of our neighboring country, Canada, which has less stringent laws 
regarding labor. We have already experienced a tremendous increase 
in operating costs within the past year through the increase in taxes 
and the $1 per hour minimum wage. We had to increase wages of all 
skilled and unskilled labor an average of 25 cents per hour. 

From an economic standpoint, this area cannot afford to lose any 
logging business, as the potato industry has been extremely poor 
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during the past few years. All small business along with the farmers 
in the area are now very much dependent upon the logging industry 
for a livelihood. Many farmers, during the past hauling season, have 
found work for themselves and equipment with good revenue in the 
logging industry. 

n conclusion, I feel that anything the lawmakers should do at the 
present time to increase the cost of woods operation and drive out 
buyers of our forest products, would be very detrimental to our 
economic status. 

‘For the reasons above stated, we of the American pulpwood indus- 
try strongly urge passage of the Capehart bill and the rejection of 
such part of all of the other bills before you as would eliminate the 
seasonal (sec. 7 (b) (3)) and the small-business man exemptions 
(sec. 13 (a) (15)) now contained in the Fair Labor Standards Act. 

Senator Kennepy. I would like to ask you 2 or 3 questions. 

The farmer skidding a tree in his woodlot, et cetera, of course, is 
exempt under the present exemption, but isn’t an operator with 12 
employees, running a rather large operation? At least that is sug- 
gested by the fact that you talk about 3,400,000 owners of farm lots. 
I would think that an operator with approximately 12, an employer 
with even 6 or 7, would have a reasonably large operation. 

Mr. Canrievp. It sounds so. Actually the typical operation is more 
apt to be something like 15 people. A 6-man operation would be what 
they call a 1-truck, 1-saw operation. 

Senator Kennepy. In other words, we could lower the exemption 
figure from 12 to say 6, and you would still be omitting most of these 
small farmers who do this part-time work that you are talking about. 

Mr. Canrtetp. You would be leaving quite a lot of them in but you 
would also be making the situation of the average pulpwood producer 
who happens to run a 2-truck, 2-saw operation just untenable. This 
situation actually applies—the 12 figure is an arbitrary one, it should 
just as well be 50—the problem is unique in our industry, you cannot 
supervise people working over scattered areas. The only way you 
can do it economically is if you are clear cutting wood with large 
crews, which is bad for forestry, destructive of national resources, 
which we don’t want. That is the only way you can undertake to keep 
factory-type supervision and records in the woods. 

Senator Kennepy. You keep track of what they are producing now, 
so why is it any more difficult to see whether what they are producing 
is worth more than $1 an hour? 

Mr. Canrrexp. It is easy to see what has been produced, because 
I have the total count, but the recording of the time that it took 
each man to do the work, as the law requires, that is what is im- 
practical to do. 

Mr. Bromiey. Mr. Chairman, I used to employ 5 to 15 men before 
the 12-man exemption went in. I would like to describe to you how 
my work was conducted. 

Many weeks I would establish and start out 5 or 6 men on cutting 
strips, and we might even mark the strips and say to the cutter, “You 
cut here, if you finish here, you go to the next strip.” So I would 
map out their work for an entire week. On Friday night I would come 
around and the wood would be cut and piled and skidded to the road, 
and they would be paid piece by piece. In the Lake States we paid 
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by the piece rather than by the cord. I knew that they worked, 
because they brought the wood out. I was forced at that time also 
to have each man sign a card as to the hours worked. I had no way 
of knowing hours worked so between us it was a negotiation. This 
was 7 or 8 years ago so I don’t mind telling you right now—it was a 
negotiation as to how many hours he worked. He was supposed to put 
down the hours, and I was supposed to be taking his time. I couldn’t 
be in the woods every day,. Since I had as many as 5 to 15 men, 
the total hours recorded was of necessity guesswork. 

Now, actually—it is true there is no magic in the number 12. But 
somewhere above 12 or 15 or 20, you are getting so many men that 
you might afford to hire someone to keep records, and keep track 
of time worked. 

Our check of the hours worked in any large woods operation can 
never be as accurate or as reliable as that which is found in the factory. 
The small producer cannot even begin to keep track of a crew of 
5 to 12, say to 15 men, and have those men sign timecards, without 
everyone in a sense violating their own ethics as to whether they can 
honestly sign a timecard as to how many hours they worked or how 
many hours the employer thinks they worked. 

It is not honest to have to put that sort of thing on a basis of 
negotiation as to how much time has been worked. That would not 
be in accordance with the law, if it were to be enforced by the Wage 
and Hour Division. They failed to enforce it before the 12-man 
exemption was enacted, and we certainly know that we would have 
the same trouble, and much worse if they were required to enforce 
it again. 

Senator Kennepy. Do you have any questions, Senator Allott? 

Senator Atxorr. No. 

Senator Kennepy. I want to thank you very much. I appreciate 
your coming before the subcommittee, and I appreciate seeing the 
pictures, which I thought were very helpful. 

Mr. CanFrevp. Could I make one more comment, in lieu of the rest 
of this statement ? 

Senator Kennepy. Surely. 

Mr. Canrtetp. That is, on this question of employees, as it stands 
under the Fair Labor Standards Act nobody has the slightest idea 
of whether he has got employees or not in this kind of operation. 
I have been, until the first of this year, a practicing lawyer for 30 
years and a reasonably good one, I think. It is totally impossible to 
advise a client or myself in my own woods operation as to whether 
or not people that are cutting wood are employees or not under the 
Fair Labor Standards Act. Under the laws of the States of Vermont, 
where my property is, I may contract with independent producers 
to cut over my land. They would not, under Vermont law, be my 
employees. They would not be my employes under the National 
Labor Relations Act, nor under the Social Security Act. But I don’t 
know whether they would or would not be under the Fair Labor 
Standards Act. And that is just an impossible situation. 

Thank you. 

Senator Kennepy. Thank you, Mr. Canfield. 

The next witness is Mr. Ernest E. Hale, the executive vice presi- 
dent of the Alabama Forest Products Association, of Montgomery, 
Ala. 
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STATEMENT OF ERNEST E. HALE, EXECUTIVE VICE PRESIDENT, 


ALABAMA FOREST PRODUCTS ASSOCIATION, MONTGOMERY, 
ALA. 


Senator Kennepy. It is a pleasure to have you here. 
ceed in any way that is satisfactory to you. 

Mr. Hare. My name is Ernest E. Hale. I reside in Montgomery, 
Ala., and have for years been exec utive vice president of the Alabama 
Forest Products Association. This is an association composed of 
manufacturers of-forest products and timberland owners. The asso- 
ciation has 864 members, divided into the following categortes: 416 
small portable mills, 230 pulpwood producers, 90 pulpwood dealers, 
110 large sawmills, and 7 paper mills, and the remainder are timber- 
land owners. The association is supported by membership dues con- 
tributed by the above members. 

IT am an alltime employee of the association and am paid an annual 
salary for looking after the affairs and interests of its members. 
For some years our smaller landowners and those members engaged 
in forestry operations have grown, cut, and_ harvested timber and 
oe ete under the provisions of section 13 (a) (15) of the 

Fair Labor Standards Act, which reads as follows: 


The [minimum wage and overtime-pay] provisions * * * shall not apply 
with respect to any employee employed in planting or tending trees, cruising, 
surveying, or felling timer, or in preparing or transporting logs or other forestry 
products to the mill, processing plant, railroad, or other transportation terminal 
if the number of,eniployees-employed by his employer in such forestry or lumber- 
ing operations does not exééed. 12. 


You can pro- 


This amendment was added to the law in 1949, because Congress 
recognized that some step should be taken to relieve the small-business 
man engaged i in forestry operations from the burden and expense of 
hi aving to supervise woods operations and keeping the necessary rec- 
ords required by the act. The necessity for this exemption still exists 
and there has been no substantial change in the status of the small 
pulpwood producer and small logging operator. 

Ninety percent of the pulpwood harvested in Alabama is cut and 
transported under the exemption contained in the foregoing provision 
of the Fair Labor Standards Act. And something less than 90 per- 
cent of all other forest. products is harvested under the exemption. 

It has been repeatedly pointed out in testimony at other hearings 
involving forestry operations, that it is impossible to supervise em- 
ployees engaged | in this work and to keep an accurate record of their 
hours and overtime while so employed. This statement is predicated 
upon the fact that small operators usually operate with small crews 
and, in many instances, on different or widely scattered small tracts 
oftimber. ‘To apply the minimum wage, the overtime, and the record- 
keeping provisions of the Fair Labor Standards Act, to employees 
engaged in forestry work, would so increase the burdens of employers 
e ngaged i in such work as to render such operations either profitless or 
impossible. This is so because many, many of the employers work 
alongside the employees, either cutting or hauling the forest products. 


‘These-small independent employers, in a great many instances, do not 


have the time and, frequently not the ability, to keep detailed records 
which would involve the computation of overtime. 
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Approximately 50 percent of the pulpwood is harvested by part- 
time operators who are engaged in cultivating and harvesting crops, 
and they use this method of employment in slack seasons. Quite often 
the employer will get together two trucks and then employ his neigh- 
bors, who are also farmers, and by this means it has been very helpful 
in supplementing their farm income. Should you repeal this exemp- 
tion, you will discourage these part-time operators and supplement 
them with large operators with highly mechanized equipment and 
trained crews who will work the year round; and when this is done 
there will be no room for this part-time operator. 

If the harvesting and transporting of forest products is done by 
such large operators with highly mechanized equipment, it is very 
obvious that this type of large operator can stand the expense incident 
to supervision wo recordkeeping, whereas the small independent 
operator, such as we now have, simply cannot. The presence of the 
exemption in the law exempting these small forestry operators from 
having to pay the dollar minimum, does not. mean that the employees 
are receiving substandard wages. Just prior to my coming to Wash- 
ington, I made inquiries of many employers who advised me that with 
the prevailing piece rate now being paid, the able-bodied worker in 
the woods, either cutting or hauling forest products, is making a dol- 
lar or more per hour, so to me it is apparent that the presence of the 
exemption is not resulting in the payment of substandard wages in the 
forestry operations. 

However, in addition to this type of worker, there are many sub- 
marginal workers, either by virtue of some form of physical handicap, 
advanced age, etc., who are not able to compete in the Jabor market by 
working full time. Under the present system of piece-rate work in 
forestry operations, this type of person is able to perform some gainful 
employment and supplement his livelihood through his own efforts. If 
an employer in small forestry operations is forced to pay a minimum 
wage of $1 an hour, it will simply mean the loss of any opportunity 
for gainful employment by this class of worker. 

Representing as I do the Alabama Forest Products Association and 
its nearly one thousand members, I feel I should stress the necessity 
of continuing the 12-man exemption as an encouragement to the 
planting and growth of pine trees. 

Under the existing law, landowners and pulpwood dealers employ- 
ing 12 men or less, may plant trees without being required to comply 
with the minimum and overtime provisions of the Fair Labor Stand- 
ards Act. In the exercise of this right, they are encouraging the 
planting of trees, which will ultimately furnish an income to owners 
of timberlands, and furnish them tracts of timber upon which they 
may operate. The repeal of the so-called 12-man exemption would 
destroy this right of timber owners, unless such owners could be 
classed as bona fide farmers. The wealth of this country is being 
restored by the encouraged planting and growth of pine timber. To 
fix it where such planting would be discouraged by requiring the pav- 
ment of the minimum wage and compliance with the overtime provi- 
sions.and the recordkeeping requirements of the Fair Labor Standards 
Act, would deprive the South of one of its greatest assets, namely. tlhe 
ability and ng primed to reforest its pinelands. 

In passing, I cannot fail to point out the existing necessity for deti- 


nitely defining “employee” under the Fair Labor Standards Act. The 
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term is definitely defined in the National Labor Relations Act and in 
the Social Security Act, but is left wide open under the Fair Labor 
Standards Act. A failure to define the term leaves open to speculation 
and guess what could well be recorded as certain by definitely defining 


ee ee.” 

Mr. Chairman, right there I would like to stop to say that as execu- 
tive vice president of our organization, quite a number of our members 
have violated this act unknowingly. They applied the regular defini- 
tion of employer-employee relations and were not familiar with the 
interpretation put on it by the Fair Labor Standards Act. And it is 
confusing to that extent. 

In conclusion, I accede to no one when it comes to knowing condi- 
tions of both farmer and forest-products operators in the State of 
Alabama. For 20 years I served as county farm agent and was State 
director of the organization of the Alabama Farm Bureau. Alabama 
is a State of small farmers. There is no Government program you 
gentlemen in Congress can adopt which would give the very small 
farmer an income sufficient to meet the minimum necessities. There- 
fore, these small farmers must find supplemental income. 

This they are doing rather successfully by harvesting logs and pulp- 
wood during slack seasons on the farms. When you eliminate these 
exemptions you will also eliminate his part-time job. 

It might be interesting to you to know that 40 percent of the small 
portable sawmills in Alabama have gone out of operation since you 
increased the minimum wage to $1 per hour. This, gentlemen, put 
many part-time farmers out of jobs. Some have resorted to selling 
- to larger mills instead of rough green lumber as was done previ- 
ously. 

You can see logging and pulpwood harvesting is very closely tied to 
and a supplement to small-farm income. 

Senator Kennepy. You say that “40 percent of the small portable 
sawmills in Alabama have gone out of operation since you increased 
the minimum wage to $1 per hour.” Was that in the last 2 years? 

Mr. Harz. They have gone out, Senator, but I wouldn’t attribute 
all of it to the dollar minimum. 

Senator Kennepy, Would that be in the last 8 months? 

Mr. Hate. Forty percent of what we call the small, portable, rough- 
green mills. That is the mill that cuts in an area and moves some- 
where else, and he sells rough-green lumber right from that mill to a 
concentration yard or a larger mill. And we have a list of every mill 
in Alabama. 

Senator Kennepy. The Secretary of Labor in a statement appear- 
ing in the newspaper said that possibly except for some parts of the 
South the dollar minimum hadn’t caused any displacement. 

Mr. Hate. I will tell you what we did to find out why they quit this. 
We sent one of our fieldmen out, because we have Dele who are no 
longer operating, and have advised us so. So we went to the man, 
we didn’t take a guess, and asked him a question, “Why did you stop 
operating your mill, what was the reason ?” 

And he gave three reasons. That was one reason. The other two 
reasons were that the price of lumber had fallen probably $5 to $10 per 
thousand, and stumpage was a little more difficult to get. So I 
wouldn’t say that the 40 percent was out entirely on the dollar mini- 
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mum, However, they all expected the price of lumber to increase with 
the increased minimum in the South. And the reverse happened, 
Senator. The lumber people in the South are faced with the most 
difficult period since the 1930's, because of the market situation. But 
I have the figures right, they are out of business; and we have spelled 
out the man’s name, and everything, why they went out. The dollar 
minimum was one of the contributing factors. 

Senator Kennepy. We appreciate your coming up. The chairman 
of the full committee, Senator Hill, was very anxious that we hear 
your testimony. And we appreciate it very much. 

Mr. Hare. Thank you very much. 

Senator Kennepy. The next witness is Mr. J. M. George, president, 
National Association of Direct Selling Companies, of Winona, Minn. 


STATEMENT OF J. M. GEORGE, PRESIDENT, NATIONAL ASSOCIA- 
TION OF DIRECT SELLING COMPANIES, WINONA, MINN. 


Senator Kennepy. We are glad to have you, Mr. George. You 
may be able to condense some of your statement. 

Mr. Gerorece. I have arranged to condense the first part of it. I 
am only going to give half of it. I am covering 2 subject matters, 
or 2 exemptions, the outside salesperson exemption, and the ex- 
ecutive, administrative, and professional employee exemption. Since 
there is no bill for repeal of that last exemption before the Senate com- 
mittee, I would like to present that part of my statement as if read for 
the record. 

Senator Kennepy. Very well. 

Mr. Gerorce. In my statement I have a somewhat detailed legisla- 
tive history. And I am going to omit that, although I would like it 
in the record. I want to cover only some quotations which came be- 
fore the Congress at the time this legislation was originally intro- 
duced. 


The President at that time said in connection with requesting this 
legislation : 


Even in the treatment of national problems, there are geographical and indus- 
trial diversities which practical statesmanship cannot wholely ignore. 


He also said: 


AS we move resolutely to extend the frontiers of social progress, we must be 
guided by practical reason and not by barren formulas. We must ever bear in 
mind that our objective is to improve and not to impair the standard of living 
of those who are now undernourished, poorly clad, and ill housed. 


That was in 1937. 


Now the reports of the committees of the House and Senate em- 
phasized the desire to use care in not subverting the true purpose 
of the act. In other words, the recommendations of the President 
were followed, and they were often repeated. 

It was this consideration and care which led the Congress to pro- 
vide certain exemptions, and those two exemptions in which our people 
are primarily interested have seemed to work without bringing about 


any conditions inconsistent with the purpose for which the legislation 
was adopted. 
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It is believed that those exemptions then constituted wise and 
thoughtful legislation and that nothing has since occurred to indicate 
the desirability of their elimination or modification. 

Senator Kennepy. Fine, we are glad to have had you here, Mr. 
George. 

(The complete prepared statement of Mr. George follows:) 


STATEMENT BY J. M. GEORGE, PRESIDENT NATIONAL ASSOCIATION OF DIRECT SELLING 
COMPANIES, WINONA, MINN. 


Gentlemen, I am J. M. George, president of the National Association of Direct 
Selling Companies, which has its headquarters at 165 Cente: Street, Winona, 
Minn. 

This is an incorporated trade association consisting of member companies 
whose merchandise reaches the consumer through house-to-house or door-to-door 
distribution. 

There are somewhere between 2,500 and 3,000 of such companies in the United 
States, and their problems are the same as those of our member companies. 

In this statement I am covering and supporting the exemptions for outside 
salesmen and executive and administrative employees, from the standpoint of 
door-to-door or house-to-house selling strictly at the retail level—particularly not 
including commercial travelers or others selling to wholesalers or retailers. 


LEGISLATIVE HISTORY 


The original Fair Labor Standards Act was the result of the enactment of Sen- 
ate bill 2475 in the 75th Congress. Legislative proceedings started in 1937 and 
were concluded in 1938. 

On May 24, 1937, President Roosevelt sent a message to Congress requesting the 
passage of a Fair Labor Standards Act, and on the next day identical bills on 
the subject were introduced in the Senate and in the House. The President’s 
message is contained in Senate Report No. 884 of July 6, 1987. This refers to the 
committee report of the Senate Committee on Education and Labor, which accom- 
panied Senate bill 2475. 

On page 3 of this report the President is quoted as follows: 

“Even in the treatment of national problems there are geographical and indus- 
trial diversities which practical statesmanship cannot wholly ignore.” 

He said further, 

“As we move resolutely to extend the frontiers of social progress, we must be 
guided by practical reason and not by barren formulas. We must ever bear in 
mind that our objective is to improve and not to impair the standard of living of 
those who are now undernourished, poorly clad, and ill housed.” 

This.Senate Committee report which contained the above, message,from Presi- 
dent Roosevelt to the Congress, at various places referred to the necessity of 
giving consideration to industrial and geographical diversities so as to avoid 
producing “serious economic dislocations.” The report shows that the committee 
very definitely had before it the idea of doing nothing toward “curtailing oppor- 
tunity for employment or dislocating industry.” 

Extensive hearings were held in the Senate Committee and the bill was given 
very careful consideration on the floor of the Senate whereupon it passed and was 
sent over to the House of Representatives. 

The House Committee on Labor on August 6, 1937, issued its report to aecom- 
pany this Senate bill. (Report No. 1452 of the 75th Cong., 1st sess.) 

The House had been considering its own bill, but promptly upon receipt of the 
Senate bill, consideration of the House bill was dropped and the amendments 
which had been made to the House bill were transferred over to and made a part 
of the Senate bill. 

One of the House amendments was to insert the exemption of those engaged in 
the capacity of outside sales persons. 

The bill went to conference after it had passed the House, and the exemptions 
which I have referred to in this statement were in the bill as it came back from 
conference to both branches of the Congress. It happens that further consider- 
ation was given in both branches of the Congress, for under date of April 21, 1938, 
the House Committee on Labor issued its, report. No. 2182, and on June 11, 1938, 
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(Report No. 2738) Mrs, Norton from the Committee on Labor submitted a con- 
ference report to accompany the Senate bill. 

Before final enactment the exemptions were taken out of the definition of 
employee and were placed in a separate exemption section. 

These House committee reports show the same due care and regard for avoid- 
ing the enactment of provisions which would curtail opportunities for employ- 
ment or dislocate industry. 

It was this consideration and care which led the Congress to provide certain 
exemptions, and those two exemptions in which our people are primarily inter- 
ested have seemed to work without bringing about any conditions inconsistent 
with the purpose for which the legislation was adopted. 

It is believed that those exemptions then constituted wise and thoughtful 
legislation and that nothing has since occurred to indicate the desirability of 
their elimination or modification. 


PART I. OUTSIDE SALESPERSON EXEMPTION 


This exemption is based upon practical considerations. It may be said that 
without any exception an outside salesperson operation affords no possibility of 
control or regulation of the efforts or of time put in by the salesperson. His or 
her activities are performed away from any observation or chance of observa- 
tion or supervision by the concern with whom connected. The salesperson may 
earry on sales activities as little or as much as he may desire. He may take a 
vacation when he wants to and he is in complete control of all matters which on 
an inside occupation are subject to control and to records of time put in. 

Time put in is the crux of this situation. If in this form of distribution time 
put in was controllable there would have been no reason for this exemption. 

There are no maximum, minimum, or regular working hours involved and no 
question of overtime under such conditions can exist. 

The absence of possibility of control and the absence of other elements of 
employment have been the reason why in all legislation of this kind outside 
salespersons have been omitted from coverage. 

Since the beginning of this form of distribution in America back in the 17th 
century the method of compensation has been on the basis of volume of sales 
achieved and upon that basis only. This method came into being not by design, 
but by reason of economic necessity. No other method is realistically applicable. 
No other method will work. 

When the worker determines for himself the amount of his activity and the 
time when he chooses to be active, wage standards cannot be applied. 

When bonuses are paid to salespersons, and this is a common practice, they are 
not predicated on the basis of time put in, but upon volume of business produced. 

Economically, it should be self-evident that a selling company cannot pay for 
effort not made or for sales results not achieved. 

Selling is a distinct function of distribution and there can be allocated to that 
function only a portion of money received from sales; therefore, where a sales- 
person does not earn the established minimum wage, the company would be 
compelled by economic necessity to drop the connection. 

Putting marginal producers out of selling by application of artificial standards, 
merely shifts such persons out of gainful activities and into the labor pool, part 
of which is always unemployed. 

We hear of no demand on the part of salespersons in this field for wage and 
hour controls. 

This act has been extensively amended on two separate occasions and in neither 
of these occasions when this legislation was thoroughly gone over, was any 
change made in this exemption. 

Since the adoption of this act, Idaho, New Mexico, Rhode Island and Wyoming 
have adopted quite similar wage and hour laws and in all four of these State 
laws, outside salespersons were specifically exempted. 

Also, since adoption of this act various States have adopted or amended their 
minimum wage acts for the purpose of extending them beyond coverage of women 
and children to coverage of all workers and in none of these amended acts are 
there provisions to include nor have provisions been interpreted to include out- 
side salespersons. 

Under some of these State statutes provision is made for the administrative 
issuance of wage orders and in those States where wage orders have been adopted 
they have been written or interpreted so as not to apply to outside salespersons. 
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In practically every State and several times in most of these States since the 
adoption of this Federal act, bills have been introduced for the establishment of 
wage and hour acts at the State level. Few of these acts have become law, but in 
the legislative procedure leading toward enactment the bills for these laws either 
contained the outside salesperson exemption or were amended to contain it. 

In. some States there have been Attorney General’s opinions where the State 
act contained no specific exemption and none of those opinions have held that 
outside salespersons are to be covered. 

Now there must be some potent reason for this consistent State legislative and 
administrative history and that reason is the very reason which caused the Con- 
gress to include the outside salesperson exemption in the original Fair Labor 
Standards Act. 

Nothing has occurred since which in any way invalidates this reasoning. In- 
clusion of this type of gainful activity would simply be bad legislation. It 
would decimate the ranks of those who want this means of gainful activity most 
of whom are part-timers. 

It is the purpose of the Fair Labor Standards Act to set up fair rules of em- 
ployment, not to reduce gainful opportunities. 

It is submitted that, if the outside salesperson exemption were stricken, the 
principal purpose of the legislation as a whole would in this area be defeated. 

Definitions in other Federal social legislation establish the master and servant 
doctrine as the yardstick to determine whether or not an individual is an em- 
ployee or a self-employed person. This yardstick was put into this other Federal 
legislation by way of amendments because for some reason or other the United 
States Supreme Court conceived the idea that some other than the common law 
doctrine of master and servant be applied in determining coverage under those 
acts. 

The Congress very specifically and with reference to such Supreme Court 
decisions added specific language to such legislation, saying in effect that the 
common and usual meaning of the word “employee” was intended at the time 
of the original enactment of such legislation. 

In this act now before you there is no language which is equivalent to the 
definitive language in these other Federal acts which compels the use of the com- 
mon law doctrine as to who is or who is not an employee. 

As long as the outside salesperson exemption is contained in this act the ques- 
tion of who is or who is not an employee in a selling capacity is not a matter 
of dispute or determination. If this exemption were repealed there would occur 
a multiplicity of administrative and court procedures to determine whether or 
not the act, which is an employer-employee act, applies to outside salespersons 
who under the common law are not employees, but who, under certain Supreme 
Court decisions discredited by Congress by amendment of other Federal social 
legislation, might very well be controlling in this particular legislative and 
administrative area. 

Repeal of this exemption might find salespersons of any given direct selling 
company held to be self-employed under the other social legislation and employees 
under this legislation. 

Even though this difficult question may not be involved in respect to any given 
company it is still quite obvious that the inherent difficulties and problems of 
an employee status would exist without regard to whether the individual is 
employed or self-employed. 

A feature of direct selling which may not have occurred to Members of 
Congress or persons supporting elimination of this exemption from this act is 
that approximately 90 percent of all selling by outside salespersons is on a 
part-time basis. 

A nationwide survey of this method of distribution taken some time ago showed 
that not more than 10 percent of all outside salesmen put in as much as 20 hours 
per week. 

The other 90 percent put in hours ranging from 20 hours per week down to a 
dozen or so sales transactions per year. 

Another factor which runs hand in glove with this condition is that a very 
considerable number of salespersons handle lines of merchandise which are 
furnished by a multiplicity of companies. I personally have run into a sales- 
person situation where the salesperson was at the same time handling 12 different 
lines. This condition is the product and the absolute proof of impossibility of 
control of time put in. 

In all of my years of connection with this association I have never heard of 
a salesperson working overtime. The important factor in the relationship of an 
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outside salesperson with a supply of merchandise is not the number of hours 
worked, but the volume of sales produced and compensation for selling activities 
is traditionally based upon a profit or a commission. 

Compelling a direct selling concern in its relation with outside salespersons 
to follow a fixed or artificial wage standard would actually wreck this type of 
distribution. Neither the salesperson nor the company is interested in the,ques- 
tion of hours put in. Both are interested in the volume of sales. 

Salespersons, to the extent of approximately 90 percent of such personnel, are 
recruited from the following categories: Housewives seeking on a part-time 
basis to augment family income, employed men seeking the same augmentation, 
farmers who at various periods have free time, men or women who for some 
cause or another are not available for full-time employment, young men and 
women selling mostly during vacation time to pay their way through college, 
young men and women selling throughout the college year as a limited part-time 
activity and paying their way through college in this manner, temporarily un- 
employed persons, seasonal workers, unemployables. 

Only in the case of the professional salesperson is there anything approaching 
a full-time work level and this type of salesperson is by far in the minority of all 
salespersons. 

Elimination of the outside salesperson exemption or the placing of a $60 or 
any other artificial floor under the exemption would put an end to practically 
all of this part-time selling activity and it cannot be said that such a result would 
be beneficial to these persons. 

In setting up the outside salesman exemption in this Act, Congress necessarily 
found that outside salesmen, because of the nature of their occupation, were not 
within the class of workers who required the kind of protection which the act 
sought to afford. 

Let us revert to what the President of the United States said at the time that 
this act was originally recommended to the Congress: 

“As we move resolutely to extend the frontiers of social progress, we must be 
guided by practical reason and not by barren formulas. We must ever bear in 
mind that our objective is to improve and not to impair the standard of living 
of those who are now undernourished, poorly clad, and ill housed. * * * Even in 
the treatment of national problems there are geographical and industrial diversi- 
ties which practical statesmanship cannot wholly ignore. 

We submit, therefore, that no good could come to anyone from the elimination 
of this exemption which was subjected to very extensive and careful thinking 
at the time of its adoption and the logic of which carried through for a period 
of over 10 years during which time this act was overhauled and amended twice 
by the Congress. 


PART II. EXEMPTION FOR EXECUTIVE AND ADMINISTRATIVE EMPLOYEES 


Through action specifically required by this act, the Administrator of the 
Wage and Hour Division, Department of Labor, has set up criteria for the pur- 
pose of differentiating between workers exempt under this statutory exentption 
and those who are not exempt. 

A bona file exemptee must meet the requirements of 6 criteria as an executive 
employee and 7 criteria as an administrative employee. In each case of these 
several criteria is the wage test. The exclusive purpose of this test is to aid 
the Administrator in determining whether given individuals are or are not bona 
fide executive and administrative type employees. 

Presently the wage test is $55 per week for executive employees and $75 per 
week for administrative employees. 

Converting this test onto a 40-hour-week basis, the hourly rate is $1.37 for 
executive employees and $1.87 for administrative employees. 

This test, therefore, is sufficiently above the minimum hourly rate of $1 for 
nohnexempt employees to discourage efforts that might be made by some em- 
ployers to forget the question of bona fides. 

The wage test level has been changed twice (1940 and 1949) since the act was 
passed and administrative hearings and proceedings were held in recent months 
to consider whether or not the present levels should be changed on account of 
an upgrading of wages for nonexempt persons during the past few years. It is 
logical that an appreciable spread be obtained between the hourly minimum of 
nonexempt persons and the wage test level for exempted employees. 

The wage test is probably of less importance that the tests based upon the 
character of the work, duties, discretion, and responsibilities of those exempted. 
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It cannot be conceived that Congress intended these exemptions to be used as 
& tool to establish minimum wages for the exempted classifications. 

In passing the act the Congress, turning over the definitive powers to the 
administrative department, must have concluded that test criteria could best 
be set up in that manner. The act itself does not mention or require a wage test. 

Logically,. where..numereus administrative tests are involved, all of them 
should. be left to. administrative action. They are necessarily corelative. 

It may be readily admitted that the procurement of changes in administrative 
regulations is less difficult and.can be more easily accomplished than changing 
a statutory requirement. ‘The time period factor in the case of changing of regu- 
lations is a matter of months where in the case of a legislative change the factor 
is a matter of years, hardly possible short of a 2-year period. 

A radical change in the economic situation generally could come speedily, 
and tests or controls which are set up administratively can be promptly changed 
to meet the change in the economic situation. 

The administrative department has from the beginning found that it is prefer- 
able to express the salary test in terms of dollars per week rather than per 
month or per year. 

It is difficult to anticipate what dislocations and problems might very well be 
vaised if a bill were enacted to set up a test on the basis of dollars per year. 

A salary test to be workable should be reasonable under average conditions 
throughout the country. The salary rate is applied to many thousands of differ- 
ent situations in all parts of the Nation. Salaries vary industry by industry, 
by size of establishments and in different parts of the country. Furthermore, 
the importance and value of the work given to these exempt persons may vary as 
widely or more widely than the variation in situations just referred to. 

For these reasons the salary test should not be applied as a minimum wage 
control. It only is intended as one of the criteria to separate the exempt from 
the unexempt employees. Having this in mind the salary test should merely 
maintain a spread between it and the hourly minimum wage sufficient to dis- 
courage any false classifications into an exempt category. 

No salary test should be applied which in itself will operate generally to 
deny exemptions to persons entitled to them. This would constitute a dis- 
location which would be contrary to the purpose for which the Congress set up 
the exemption. 

The establishment of a realistic salary test would not in any manner interfere 
with the proper selection of those who are bona fide entitled to the exemption. 

These are all matters which should be considered in any detrmination as to 
whether or not a salary test should be legislative or administrative. ‘There is 
nothing to indicate that it would be an advantage to anyone for the Congress 
to select one of the demarcation criteria for legislative action where that subject 
matter can be so much more easily and efficiently handled through adminis- 
trative action. 

In our field of business operations we have two breakdowns in exempt em- 
ployees; i. e. those who perform their services at the place of business of the 
employer and those executive and administrative employees who perform their 
functions entirely away from the place of business of the employer. 

These outside exempted workers are engaged in sales promotion. They are 
a direct-cost load on the selling function. An unrealistic wage test would re- 
quire discontinuance of the connection with these workers if the result of the 
efforts which they perform did not pay its way. Workers who are now able 
to produce business sufficient to pay the cost load and who are marginal pro- 
ducers, would under any wage test as proposed in several of the bills pending 
be economically impossible of maintenance in their present positions. This 
would be harmful to these persons and to the concerns with whom they are 
connected, bringing about a dislocation of the kinds warned about at the in- 
ception of the legislation which. resulted in the present act. 


CONCLUSION 


It is respectfully submitted that the Congress take no action to repeal or 
modify the existing exemption for outside salesmen or the exemption for execu- 
tive and administrative employees. It is also further respectfully submitted that 
out of the some 2,500 to 3,000 companies in this field less than 100 of them would 
fall outside of the classification of “small business”, under any definition of 
that term. It is further respectfully submitted that since 1948 there has been a 
reduction in number of direct-selling companies of approximately 30 percent. 
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This 30 percent were small-business concerns which couldn’t stand the busitess 
pace. 


I offer this statement for entry into the record of these hearings. 
I thank you. 


Respectfully submitted. 
J. M. GEORGE, 
President, National Association of 
Direct Selling Cosmetics, Winona, Minn. 
_ Senator Kennepy. The next witness is Mr. J. Banks Young, Washi- 
ington representative, National Cotton Council of America. 


STATEMENT OF J. BANKS YOUNG, WASHINGTON REPRESENTATIVE, 
NATIONAL COTTON COUNCIL OF AMERICA 


Mr. Youne. Mr. Chairman, my statement is rather brief, and I 
believe I could conclude it in 10 minutes. To save the committee’s 
time, I will read it. 

Senator Kennepy. Fine. 

Mr. Youne. My name is J. Banks Young. I am Washington rep- 
resentative of the National Cotton Council of America which has its 
headquarters in Memphis, Tenn. The cotton council is the overall 
organization of the raw cotton industry representing cotton producers, 
cotton ginners, cotton warehousemen, cotton merchants, cottonseed 
crushers, and cotton spinners. 

At the last annual meeting on Januarg 29, 1957, the voting dele- 
gates of the council unanimously approved the following resolution : 

That the council reaffirm its opposition * * * to any extension of coverage 
under the present Fair Labor Standards Act; and 

That attempt to secure a realistic definition of “area of production” that will 
conform to the original intent of Congress and allow exemptions to processors 
and handlers of cotton located in the cotton producing areas of the country be 
continued, and * * * 

Mr. Chairman, in May 1955, and July 1956, representatives of the 
raw cotton industry presented their views to this committee when 
it was considering an increase in the minimum hourly rate and ex- 
tending coverage under the Fair Labor Standards Act. We re- 
spectfully refer the committee to these statements which are in 
justification of our position. 

Briefly, our testimony today will bring up to date our previous 
testimony on two points as follows: First, the relationship of agri- 
culture to the general economy and second, the effect that some of the 
bills before this committee would have upon agriculture in general 
and cotton farmers in particular. 

Senator Kennepy. I want tosay, Mr. Young, we appreciate the fact 
that you are putting in new material, because those hearmgs in 1955 
and 1956 will be considered by the committee. 

Mr. Youne. Thank you. 

The Nation’s economy is prosperous. Personal income in 1956 was 
$18 billion above the 1955 level. Average hourly earnings of factory 
workers reached a peak of $2.05 in December 1956. Take-home pay 
and the purchasing power of factory workers was at an all-time 
high. In agriculture we find the opposite situation. True, farm- 
er’s net income in 1956 was 4 percent above 1955, rising for the first 
time since 1951. But a comparison of agriculture’s position now with 
that which it held in 1949 reveals that costs are up 14 percent, pro- 
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ductivity up an estimated 31 percent, but net income is down 15 per- 
cent, and overall hourly earnings are down 10 percent. Overall 
hourly earnings in agriculture in 1956 were only 70.3 cents. 

Senator ALiorr. May I inquire, does that refer to the hired labor? 


Mr. Youne. Yes; it is a composite figure including hired farm la- 
bor as well as farm operators. 

Senator Atnorr. Farm owners and operators? 

Mr. Younea. Yes. 

Senator Atxorr. That is the only point I want to make. 

Mr. Youna. It is calculated by the Department of Agriculture on 
the basis of the number of hours worked and the income. 

Of this, the return to the farm operator and his family, including 
the return for management, was 66 cents per hour, while the average 
rate paid hired farmworkers without room and board was 86 cents 
per hour. 

Here is a table that was supposed to have been attached to this state- 
ment. I would like to hand it to you. 

(The table referred to and attached chart are as follows :) 


APPENDIX A 


TABLE 8.—Average hourly earnings in agriculture and in selected industries, 
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1 Derived in table 10. 
2,Economic Report.of the. Presidgnt, January 1957, p. 149. 
® Pentative estimate; to be revised Mar. 5, 1957. 
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Mr. Youne. That table shows for 1956 the average hourly earnings 
of manufacturing were $1.98 as compared to this 70.3 3 cents an hour 
for agriculture. In addition to manufacturing, it gives other indus- 
tries, bituminous coal, and so on. 

Incidentally, it is taken from Senate Document No. 18, which is a 
report from the Secretary of Agriculture to the Congress. 

We ask that this committee and the Congress keep in mind the 
(lisparity now existing in the economic status of labor and agriculture 
when considering changes in the Fair Labor Standards Act and effects 
of such changes on agriculture. 

Some of the bills before this committee would eliminate the mini- 
mum wage and maximum hour exemption for farm labor by using 
as a criterion the number of man-days of hired farm labor employed 
by the farm operator. In addition, the “first processing” and “area 
of production” exemptions would be stricken from the law. 

To apply the minimum wage to a cotton farmer because he uses 
400 man-days of hired farm labor in a particular quarter would bring 
under the coverage of the act many cotton farmers who are already 
caught in the cost-price squeeze. On many cotton farms which require 
more than 400 man-days of harvest labor between October 1 and Jan- 
uary 1, the net income is very low. 

In some parts of the Cotton Belt there is virtually no mechaniza- 
tion. Approximately 180 hours of man-labor go into the production 
of a bale of cotton on a farm with “man-and-mule” operation. Just 
to hand pick a bale of cotton takes about 8 days. Any farmer in this 

category, producing about 75 or more bales of cotton of which 50 
ng were picked from October 1 to January 1, would lose his exemp- 
tion. Therefore, his labor costs alone for the followi ing year would 
be at least $180 a bale. That is 180 times $1 an hour, assuming there 
was no overtime. 

Thus his labor costs exceed what the farmer receives for a bale 
of cotton. It is obvious that such a farmer cannot pay the $1 an hour 
wage. If he lost his exemption he would have to quit growing cotton 
ormechanize. In either case many workers would lose their jobs. 

We strongly urge this committee not to extend the provision of the 
act in any respect to farmers. 

These bills would also eliminate the exemption for first processors 
of agricultural commodities and the “area of production” exemption. 
Let us point out that the cotton ginners 44. cotton warehousemen 
perform services for the farmer. “None of them buy cotton. It is 
obvious, therefore, that any increases in the costs to a ginner or a 
warehouseman will be passed on and paid for by the farmer. Farmers 
are the lowest paid group in our economy. They should not be expected 
to reduce their earnings more by paying these additional charges. 

Instead of eliminating these exemptions we urge this committee 
to approve an amendment to the Fair Labor Standards Act which 
would put into effect the exemptions for first processing and handling 
of agricultural commodities as was intended by Congress. 

Let me illustrate how the Secretary of Labor has all but nulli- 
fied completely the area of production exemption. Under the law, 
cotton gins and warehouses located in the area of cotton production 
are exempt from the minimum wage and overtime provision of the 
act. But the definition of what constitutes the area of production 
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is left to the Labor Department. Under the present definition a cet- 
ton gin located directly in the middle of a 1,000-acre field of cotton is 
not in the area of production if it is within 1 mile of a town with a 
population of more than 2,500, or within 3 miles of a city of over 
50,000. It makes no difference that this is the largest cotton-producing 
county in the United States. If there were no population concen- 
trations such as these, the gin would still be considered as being out- 
side the area of production if 5 percent of the cotton ginned in 1 
month came from farms more than 10 miles distant. Certainly any- 
one would agree that a gin situated as described is in the area where 
cotton is grown. For warehouses, the Labor Department’s definition 
is the same as for gins except that the mileage is 20 instead of 10. This 
is completely unrealistic. Cotton warehouses which are located right 
in the Cotton Belt and which handle over 90 percent of the crop are 
not considered as being in the area of cotton production under the 
Labor Department’s definition. 

We recommend that the committee approve a reasonable definition 
of “area of production” to be written into the Fair Labor Standards 
Act. This could be accomplished under a provision of S. 1418, intro- 
duced by Senator John C. Stennis, which we support. In addition, 
this bill would define agriculture and clear up exemptions for first 
processors of agricultural commodities, to give effect to the intent of 
Congress in adopting these exemptions. 

In considering the bills before this committee, let us request the 
committee to consider the following points: 

(a) Any extension of the minimum-wage or maximum-hour provi- 
sions of the present law, will of necessity have an impact upon the 
farmer. Like other employers, farmers must compete for their labor 
with other businesses in the area in which they operate. An increase 
in the wages required by law to be paid by other businesses in their 
area as a result of extending coverage under the act would mean that 
the farmer would have to increase his wage level, thus further reducing 
his earnings. 

Furthermore, extending the minimum wage to other business enter- 
prises would reflect in the prices of goods farmers purchase, further 
tightening the cost-price squeeze in which farmers are now caught. 

(6) Considering cotton, an increase in the labor costs of farmers 
could not be passed on in the price of cotton. Individual farmers 
cannot raise or lower their prices. Cotton is produced under condi- 
tions of pure competition. Cotton farmers are too numerous for 
their individual decision or action to have any effect upon the price 
received. 

In summing, let me urge this committee to approve the needed 
changes in agricultural exemptions as embodied in S. 1418 and not 
to extend the coverage under the act. We appreciate the opportunity 
of presenting our views before this committee. 

enator Kennepy. Just one question, Mr. Young. You state that 
the average rate paid hired farmworkers in 1956 was 86 cents per 
hour ¢ 

Mr. Youna. Yes, sir. 

Senator Kennepy. And also that the average hourly earnings in 
agriculture in 1956 were 70.3 cents? 
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Mr. Youna. Yes, sir. 

Senator Kennepy. What is the reason for that disparity ? 

Mr. Youne. I don’t know just why that statistical phenomenon 
exists, but it is a fact the hourly earnings of many farm operators 
are not equal to the hourly wages paid hired workers. This is due 
partially to the fact that many small farmers are included in the 
average and to the fact that farm operators put in much longer hours 
generally than do hired workers. 

Senator Kennepy. Do you know what percentage of cotton gins 
are now regarded by the Labor Department as being within the area 
of production and therefore exempt ? 

Mr. Youna. Not precisely. We attempted to make a survey of 
that, and as I recall it, something like half of them were considered 
exempt, and about half of them were not considered exempt. Many 
times they are located on the fringes of a small town so that the farmer 
can get to the trading center at the same time he brings his cotton to 
the gin. 

Senator Kennepy. If you feel that the Labor Department’s area of 
production is unrealistic, have you had any success in getting the Ad- 
ministrator to change the definition ? 

Mr. Youne. No, sir. We have tried very hard. The matter was 
reconsidered by the Labor Department in 1950 or 1951, as I recall it, 
and we presented testimony to them. Since that time they have made 
a study, and the only answer they would give to the question was that 
they saw no way in which they could eliminate a discrepancy between 
those gins and warehouses that were considered in the area of produc- 
tion and those that were not, except to eliminate the exemption en- 
tirely. That was their answer to the query. 

Senator AtLotr. Does the same 20-mile limit apply to other places 
with respect to cotton with respect to warehouses ? 

Mr. Youne. It is 15 miles for fruit and vegetables, 20 miles in the 
case of cotton warehouses, 50 miles in the case of tobacco, grain, soy- 
beans, poultry, or eggs. 

Senator Atiorr. That is all. I thank you. 

Senator Kennepy. We appreciate your statement very much. 

The next witness is Joseph S. Shelly, executive secretary, Vegetable 
Growers Association of America. 


STATEMENT OF JOSEPH S. SHELLY, EXECUTIVE SECRETARY, 
VEGETABLE GROWERS ASSOCIATION OF AMERICA, WASHING- 
TON, D. C. 


Mr. Suetiy. Mr. Chairman, my statement is not too lengthy, and 
I don’t think it should impose upon the time of the committee too 
much. 

However, before presenting this statement I would like to request 
that a statement of one of our affiliated associations, the Florida Fruit 
and Vegetable Association, be inserted in the record. 

Senator Kennepy. Without objection, it will be inserted. 

(The statement of the Florida Fruit and Vegetable Association 
follows :) 


89646—57——-41 
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STATEMENT ON PROPOSED AMENDMENTS TO THE Farr LABOR STANDARDS ACT 
SUBMITTED BY FLormwa Fruir & VEGETABLE ASSOCIATION 


The Florida Fruit & Vegetable Association is a nonprofit agricultural co- 
operative organized under the laws of the State of Florida for the purpose 
of representing the vegetable growers and shippers in the State. Its members 
grow and ship the majority of the fresh vegetables and tropical fruits marketed 
in Florida. Florida produces about 75 percent of the Nation’s citrus com- 
modities and about 20 percent of the Nation’s vegetables. Thus, this brief 
deals with a substantial portion of fruit and vegetable production in the United 
States. 

This association is opposed to the extension of the provisions of the Fair 
Labor Standards Act of 1938, an industrial act, to agricultural workers. Fur- 
ther, it is opposed to restricting any of the existing exemptions in the act which 
apply to the handling and processing of seasonal fresh fruits and vegetables. 
The association is in favor of the act being changed or clarified so as to assure 
that the exemptions in the law are applicable to those operations which the 
framers of the law originally intended. 

The wage-hour law was enacted at a time when there was widespread unem- 
ployment and sweatshop conditions, and the law was designed to reduce the 
workweek and thereby spread employment among the unemployed and to 
eliminate the sweatshop conditions which then existed. The pattern of em- 
ployment and the methods of payment of wages to workers in agriculture differ 
so substantially from other industries that these matters present special problems 
that cannot be the subject of legislation which is designed for industrial workers. 
The inclusion of agricultural workers under the minimum wage and overtime 
provisions of the act and the removal of any of the existing exemptions for 
the handling or processing of agricultural products would result in substan- 
tially higher prices to the consumers for fruits and vegetables in their fresh 
or processed form. Further, many small- and medium-sized operators would 
be forced out of business if they were required to pay industrial wages. 

The wage-hour law was originally designed and intended as a law to place 
a floor under wages, and the framers of the law had no intention that it be, 
nor should the law now be changed to be, a prevailing wage law. The adminis- 
tration, the Congress, and indeed, the entire population is concerned over 
rising prices and inflation. While it is recognized that safeguards are needed 
to prevent sweatshop conditions, it should also be borne in mind that any 
widespread increase in the minimuin wage, particularly in the agricultural 
industry, can but have a noticeable effect and can only result in higher prices 
to the food consumer, which, of course, includes everyone, and a smaller amount 
of food for the food dollar. On February 21, 1957, the Government reported 
that the cost of living had risen to a new high for the fifth consecutive month. 


THEORY OF COVERAGE 


The Congress which passed the original law in 1938 recognized that agri- 
cultural wages could not be tied to an industrial minimum-wage law, and further 
recognized that agricultural wages should seek their own level in accordance 
with the natural laws of supply and demand. There are many statements on 
record by learned and respected Members of Congress and members of the 
judicial who recognize the utter impracticability of applying a minimum-wage 
law to agriculture. For example, Judge Bone, of the Ninth Circuit Court of Ap 
peals, speaking for the majority in the case of McComb v. Hunt Foods (9 Cir., 167 
F. 2d 905), said: 

“The policy of protection to the growers of ‘perishable and seasonal fresh 
fruits’ is of as much force as that of the protection of general industrial 
workers. The objective of the uniform rules for hours and wages in manu- 
facturing should not be allowed to prevail over the paramount necessity of 
garnering and preserving fruits and grains and the protection of those who 
grow them when Congress equally recognized both in the act.” 

The Federal Court of Appeals for the Second Circuit in the case of Damutz v. 
William Pinchbeck, Inc. (158 Fed. 2d 882), stated, with reference to the agricul- 
tural exemption : 

“Although this exemption provision in a remedial statute should be con- 
strued strictly, it should, of course, be given due effect. It is drawn in far- 


reaching language which shows the intent of Congress to make the term 


‘agriculture’ cover much more than what might be called ordinary farming 
activity, and that is what now controls.” 
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Recently, the United States Supreme Court, in the case of Mancja v. Waialua 
Agricultural Co., decided May 23, 1955 (349 U. S. 254), stated : 

“From the very beginning of the legislative consideration of the act, a 
comprehensive definition of agricultural labor was a primary consideration 
of the Congress.” 

There are many, many more references to statements by Members of Con- 
gress and courts that could be made to show that in the view of the framers 
of the law and those who had to pass upon its meanings recognized the fact that 
agriculture cannot and must not be made the object of a minimum-wage law. 
There are also many authoritative statements which have questioned the doubt 
as to the authority of Congress with relation to such local enterprises as farm- 
ing. In addition to the other numerous reasons for permitting farming to remain 
unburdened by the imposition of minimum-wage and overtime legislation, the 
Congress must refrain from passing legislation that can only result in years of 
litigation which will add further to the burdens of farmers. 


FARM POPULATION AND WAGE RATES 


The population of the United States as a whole is enjoying steady growth, but 
the farm population and the number of workers on farms is declining steadily. 
The United States population now is in excess of 160 million persons, and the 
Bureau of the Census estimates that by 1975, there will be 200 million or more 
Americans. However, the farm population has declined from 32 million persons 
in 1910 to less than 25 million in 1952, with an estimated 18 million by 1975. 
In 1910, there were 13,555,000 workers on farms, of which 10,174,000 were family 
workers and 3,381,000 were hired workers. In 1955, there were less than 
8,200,000 workers on farms, of which less than 2 million were hired workers. 
(See chart 1.) <All persons doing 1 or more hours of farmwork for pay are 
counted as hired workers. Members of the operator’s family doing farmwork 
for cash wages are also counted as hired workers. Family workers are those 
members of an operator’s family or household doing unpaid farmwork for 15 
hours or more during each week. 

If these population trends continue, there will be no more than 4 million 
workers on farms in 1975, with a population of 200 million people. Percentage- 
wise, this means that in 1910, the number of workers on farms was 14.7 percent 
of the total population, while in 1952, they accounted for 5.5 percent of the total 
population, and by 1975, will account for only 2.5 percent of the population. 
The natural laws of supply and demand make it clear that the farmworker is 
in a position to demand and receive all the wages which it is economically 
possible to pay. In 1938, the average cash wage of farmworkers, not counting 
perquisites, was 16.6 cents per hour. On January 1, 1955, the average cash 
hourly wage rate of farmworkers was 88 cents per hour. Thus, the average 
cash wage of farmworkers has increased 430 percent. : 

In 1938, the average hourly industrial wage was 62.7 cents per hour. The 
average industrial hourly wage in August 1956 was $1.98. Thus, industrial 
wage rates have increased 215 percent over 1938 as compared to the 430 percent 
increase in farm wages. One of the main factors in this phenomenal increase 
is the shortage of farm labor which is growing more acute each year. The 
only way in which farmers of America can feed the evergrowing population with 
the available farm labor supply is to increase productivity as much as possible. 
It should be noted, however, that the productivity of farmworkers increases 
slowly. A recent report of the Bureau of Labor Statistics reveals that from 
1945 to 1950, the output per worker in agriculture increased only 9.1 percent, 
while the productivity for industry increased much more rapidly. Largest ad- 
vance in man-hour output for 1945 to 1953 is 69.1 percent in rayon and other 
synthetic fibers. Increases of approximately 50 percent are noted for beet-sugar 
refining, cement and clay construction products, and many others. Productivity 
is increasing through the use of machinery where possible. However, it still 
requires an experienced farmworkers to selectively harvest citrus fruit, beans, 
cabbage, tomatoes, and the like, choosing them for color, size, maturity, shape, 
appearance, quality, etc. The Agricultural Marketing Service reported on Jan- 
uary 1, 1955, that the average hourly cash wage for farm labor was 88 cents 
per hour. Included in these statistics are the earnings of many aged men and 
women and also children whose production does not nearly approach that of an 
experienced able-bodied farmworker. If the earnings of these workers were 
omitted, the average representing the earnings of regular farmworkers would be 
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considerably higher. If the farmer were covered by the wage-hour law, it would 
not be possible to permit aged and very young people to work on farms, because 
the farmer simply could not pay a high hourly rate to many of those people 
upon whom he now has to depend and whose productivity simply would not 
warrant the payment of a high wage. 


FARMWORKERS CANNOT BE REGULATED 


Farmworkers are paid on a variety of rates, including many perquisites. For 
example, some workers are paid cash hourly wages, some are paid piecerates, 
and many include board and lodging, some even including a house, etc. Utter 
confusion would reign were a farmer required to translate the value of these 
and many other perquisites into hourly wages so that such values could be added 
to cash wages in order to determine whether the farmworker had received some 
arbitrary cash wage. 

An industrial manufacturer can pass along higher labor and other production 
costs to the consumer by merely raising the price of the manufactured article. 
However, it is impossible for the farmer to pass along such increased production 
cost. For example, a comparison of the price of automobiles today and the price 
of the same automobile 4, 5, and 6 years ago will show that the cost of the auto- 
mobile has grown higher year after year. These higher costs reflect increased 
costs of labor, machinery, and materials, and profits. However, an agricultural 
commodity will bring only the current market price, irrespective of whether the 
price paid is equal to the production cost. An automobile manufacturer or dealer 


can set a price on an automobile and keep it in storage until he gets the price he 
wants. 


FARM PRICE-WAGE RELATIONSHIP 


Every farmer lives in constant fear of an overnight disaster which can ruin 
him financially. On March 26, 1955, a sudden freeze hit the State of Georgia 
and completely wiped out the peach crop. Some years ago, a freeze wiped out 
the citrus crop in Texas and caused financial ruin to untold numbers of farmers, 
and these areas are just now returning to production. Faced with problems such 
as these, the farmer cannot exist and comply with an industrial wage law. 

Studies now show that farm income has fallen while the prices paid by con- 
sumers are rising, and the farmer's share of the food dollar continues to decline. 
In the 1947-49 period, the farmer’s share of the food dollar was 49 cents while 
the marketing margin was 51 cents. The farmer's share has decreased steadily 
so that in 1955, the farmer’s share was 41 cents and the marketing share was 
59cents. (See chart II.) 

Despite gains in productivity, net farm incomes were lower on many types 
of farms in 1955 than in 1947-49. (See chart III.) Changes in the farm price- 
cost situation were largely responsible for the decline in farm incomes. Prices 
received by farmers in 1955 tended to be below the 1947-49 levels, but prices 
paid by farmers for goods and services used in production tended to be above 
1947-49 levels. For example, the average prices received for all farm products 
in the United States during the year 1954 was approximately 8 percent below 
that of the 1947-49 average, while the prices paid averaged an 11-percent 
increase. The net income per farm was approximately 12 percent below that 
of the 1947-49 average. (See chart IV.) 

It should be pointed out here that if the wage-hour law were applied to agri- 
culture, the industry would no longer be caught in a price-cost squeeze, but 
rather in a three-way squeeze. The farmer does not set a price on his commodity ; 
he receives what the consumer will pay, so it is the consumer who sets the 
price—squeeze number one. Industry sets the price on what the farmer must 
buy, fertilizer, tractors, farm implements, and tools—squeeze number two. If 
the law were applied to agriculture, the Government would be setting the price 
on what the farmer must pay for labor—squeeze number three. This would be 
an absolutely untenable position for the farmer. 


UNENFORCIBILITY OF ACT IF APPLIED TO AGRICULTURE 


The wage-hour law applies to employees who are employed in activities 
which are subject to that law. In many instances a close relative of an employer 
will work for the employer without pay or without receiving pay equal to that 
required by the law. 
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For example, a wife may be employed as an office employee and serve without 
pay. No action is, or can be, taken in such a case to force the employer to pay 
his wife wages as required by the law. 

There are millions of such persons in similar positions in agriculture. The 
Agricultural Marketing Service, United States Department of Agriculture, 
reported on January 12, 1955, in a publication entitled “Farm Labor” that in 
1954 there were a total of 8,451,000 persons employed on farms. Of this number, 
6,521,000 were family workers and only 1,930,000 hired workers. 

Thus, if the law were extended to cover agricultural workers, there would 
be less than 2 million persons with respect to whom the law could be enforced 
as compared with 614 million persons who would be in the same legal position 
but with respect to whom the law could not be enforced. 

It would be bureaucracy at its very worst to attempt to make a farmer pay 
his wife and children wages in accordance with a Federal law. Thus, the 
enactment of such an unenforceable law would result in gross inequities as those 
farmers who employed any family workers would have a tremendous advantage 
over those who employed no family workers. Agriculture can be much better 
served by being allowed to remain free of such burdensome legislation and not by 
passing legislation which, while being injurious to all, would apply only to 
some. 

Piece rates must be paid for the harvesting of agricultural crops. In an indus- 
trial plant the productivity of an employee can be geared to a machine or other- 
wise controlled. In the field it is not possible to employ sufficient foremen to 
supervise harvest workers to see that they produce an hour’s work every hour. 

Thus, if a farmer were forced to pay harvest workers a rate of $1 per hour, the 
worker could loaf in the field or grove or orchard and the result would be that 
the average time required to produce a given unit of work would increase 
greatly. 

A tremendous burden would also be placed upon the farmer if he were required 
to keep time records on farm workers. Many of these workers are not even 
known to the farmer by name. Frequently, workers are brought to the fields 
by labor contractors and crew leaders, and one farmer might have 600 or more 
workers working in his field in a single day. 

These employees are paid piece rates, and frequently they are paid as they 
produce a unit of work. For example, when they pick a hamper of beans they are 
paid the unit price at the time they complete the hamper. 

A farmer who has an average of 600 workers in his fields might have a total 
of 3,000 or more workers during the course of a year as harvest workers move 
from field to field and from locality to locality as the picking varies, and the 
farmer never knows which workers he is going to have on a given day and many 
times does not know the names of the greater portion of the workers engaged 
in his fields. 

The difficulties of compliance with such a law by farmers are manifest. In 
an industrial plant workers enter through a door or a gate and punch a time 
clock, card, or some other similar method of recording the employee’s time is 
used. Such a method would not be practical on a farm. 

There is legislation pending which would subject the farmer to paying agri- 
cultural workers time and one-half their regular rate of pay for hours worked 
in excess of the statutory workweek. Such legislation would be completely 
ruinous to many farmers and cause the price of fruits and vegetables to go so 
high that many of our people would be forced to do without the very foods that 
are vital for health. 

Many crops such as beans, tomatoes, etc., must be harvested immediately when 
they reach maturity. The farmer cannot harvest his crop for 40 hours during a 
week and then cease work until the beginning of another workweek. The laws 
of nature will not permit the farmer to press a button and stop the processes of 
a maturing crop for a period of hours or days and then release the button at 
the beginning of another week. 

It cannot be reiterated too strongly that much farm work, especially harvesting, 
must be paid by use of piece rates, and that farmers and farm workers have 
always been able to agree to piece rates that have been fair and equitable, and 
that this bargaining balance must be left to the farmer and his worker and must 
not be interfered with by the burdening of both parties with artificial rates of pay 
through the enactment of minimum wage and overtime legislation. 








626 MINIMUM WAGE PROTECTION 


HANDLING AND PROCESSING EXEMPTIONS 


The Fair Labor Standards Act contains three main exemptions which apply to 
the handling and processing of agricultural commodities. Some of the pending 
legislation proposes to completely eliminate these exemptions from the act. The 
elimination of any of these exemptions will result in increased costs of food at 
the retail level. The food-processing and handling industry is unable to absorb 
any more increased costs of operation. 

The Congress which passed the Fair Labor Standards Act wisely included 
these exemptions, and the need for them is the same today as it was when the 
act was passed. Section 7 (b) (3) of the act contains a partial exemption from 
the overtime provisions for industries declared to be seasonal by the 
Administrator. 

The Administrator has found many widely differing types of industries to be 
of a seasonal nature, including the fresh fruit and vegetable industry. For pur- 
poses of contrast, it might be pointed out that other industries exempt by this 
section are ice harvest, certain gravel and lumbering activities in the Far North, 
et cetera. 

Agricultural products cannot be stored and processed at will, as is the case in 
a metalworking plant, but must be handled or processed when the laws of 
nature bring such products into maturity. If an establishment handling fresh 
fruits and vegetables could operate on a year-round basis, its owners would be 
happy to operate on a 40-hour week, but such an establishment must operate 
when nature produces its commodities, and must shut down when nature cuts off 
the supply of its commodities. 

Section 7 (c) of the act exempts from overtime several operations including 
the first processing of or canning or packing perishable or seasonal fresh fruits 
or vegetables or in the first processing with the area of production of any agri- 
cultural or horticultural commodity during seasonal operations. 

Here again the Congress acted wisely by including these exemptions in the 
law. These exemptions are needed in order that handlers and processors of agri- 
cultural commodities may continue to ship to the tables of America healthful 
foods at a price within the reach of all Americans. 

These exemptions were not written lightly into the law when first enacted, 
and nothing has changed in the 18% years that the law has been effective 
to warrant the removal of these exemptions. As a matter of fact, the exemptions 
are needed more today than when the law was first enacted. Many of the persons 
who are employed in agricultural processing plants are persons who live on farms 
or who live in farm communities or small towns. Many of these persons will 
farm themselves until they can bring a crop into production and then they work 
in the processing plants during the processing period. 

Thus, they are able to maintain a standard of living which is equal to, and 
in many cases, greater than that enjoyed by their city cousins. As pointed out 
above, the farm population, as well as the number of farm workers, steadily 
declining, and the result is a labor shortage for agricuitural processing plants 
as well as a farm labor shortage. 

If these exemptions were removed, the result would be that many of these 
plants, especially small ones, would be forced to limit the operations to a 40-hour 
week. This would have several dire results. The take-home wages of the em- 
ployees would be reduced, as they would be permitted to work only 40 hours a 
week, and, since they are limited by nature to working only a few weeks a year, 
their annual earnings would suffer. 

A natural result would be that a good portion of harvested agricultural com- 
modities would not get handled or processed because the plant could not afford 
to operate and pay overtime wages. 

The imposition of a higher minimum wage would do two things: First, it would 
force employees out of employment whose productivity would be submarginal in 
the light of a higher minimum; second, it would require the up-scaling of the 
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rates of the employees who remain in the processing and handling operations in 
order to maintain existing wage differentials. 

A study of this problem will instantly disclose that food prices at the con- 
sumer level will increase considerably by any one of the following actions by 
Congress: Increase in the minimum wage, reducing any of the exemptions for 
handling or processing agricultural products, extending the minimum wage 
and/or overtime provisions to agricultural workers. 

This increase will result because farmers will be forced to limit production 
only to those crops and in those amounts that he believes will bring him an ade- 
quate income, thus putting higher-priced raw-food products into packinghouses 
and processing plants. These plants are absolutely unable to absorb any more 
costs, and thus will have to take similar steps as the farmer, thus adding further 
to the costs of food. The net result will be that, with an ever-growing popula- 
tion and more persons competing for the existing or lessened food supply, the 
costs to the consumer will increase accordingly. 

An additional factor which must be considered, and not lightly, is that if the 
cost of producing foodstuffs increases, the competition from foreign countries, 
such as Cuba and Mexico, will only aggravate the situation, as such foreign 
production will be in a much better competitive position. 

For the above reasons, this association is opposed to the extension of the mini- 
mum-wage and overtime provisions of the wage-hour law to agricultural workers 
and to the restricting of any of the exemptions now in the law which apply to the 
handling and processing of agricultural products. 
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WORKERS ON FARMS DROP 
TO A NEW LOW IN 1955 
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MINIMUM WAGE PROTECTION 


oO 
YD 
© 





*S8TS9AST 64 


“£961 ®A0qe oq 02 pepusel uoTIoONpoad ut pesn sedyzarss pue spoo8 103 saaswaezy Aq pyed sadtad ynq 


3038 $354 


"edad uy swxrezy yo sadfq Auew vo 29M0T 229M Samos 





MOT2?q &q 073 poepua3 Uy S2towaez A SATSI9L SODTId 
ooh suddees ci ashey o10h GOT3EN3 Fe 38d0- $030 ‘Gare3 942 ut sasuey) 


uy Waez Jou ‘Ay yAyIONpoad uz suzes 03 tdsoq 








aut Oep 


*sowoout oeee 7) Str iset 


* 6%" 








PeIeSTAAY-uopyéeo pe ,estIay-uUoNe peyeszzaal v 
po zeszzzq » "s'h puv smavz pajeaodo-AjJuezZ [eyoOrsMWMOD x 
“ SNIVId ‘N a ——- UIVINDOWUR INT 

=f —pasaarean mio -ws-ivana | |p a —j—p) ned oe 

eel | -waun ei AF @ILLVD 4 : }°N sahahee aTLLVS 

ee SNIVId ‘N ‘SJHONVY AILLVO} |! — a°N iii ‘xu IVa 
aes SNIVId °N cr 

eee ‘ypous aa 11° dDVHDNOU- LvVaHe F | | Tid at, $9 3-2 SREEA 

-— (s dN egHgi yy faaHs | 4 | ivia® sArQsHO avg 

eae ‘M9018 241 1-NUOO-LVAHA -- | “NIVUS "WS" LVaHA 

bre NUSHLNOS ‘NOLLOO — a jT3¢ HEOD = £896"008 


o€- 


‘qIulVud NOVId 
aL ‘SNIVId HOIH ‘NOLLOO | — 
“OSIM NUSLSIM ‘AUIVG} © 
‘OSIM NUZLSVA ‘AUIVA 
“ONINGLLVA dag9-90H 
“a°N ‘TIVYLNZO *‘AUIVa,| 
‘SsIK 40 Vi13Ga ‘NoLLOO |, 
‘ONISIVU 4a90-90H 
*s ‘n ‘SWavda TIV 
NuOD ‘Nivdd HSVO | 
*N ‘NOLLOD-ODDVAOL 
*YOOLS JAII-OODVEOL 
L1a@ NUYOD ‘AYIVA-9OH 
*XdL SNIVId HOIH‘NOLLOO 
(OHVO I" "HSVM) Vad-LV3HM 
Wuvd dO SdAL 


NYOD 


L149 





qd 


- 09- 


67-4961 WOUd AZONVHD % 





SWUVd IVOIdAL 22 
¥Od Wivd UAd ANOONI LIAN 


S2Z2@irimw¥ava 





22220 0 8 


*NOLLOO |’ — 





SIM NUGLSaM ‘AUIVG 





SIM NUALSva ‘AUIVa 


= aq NYOD ‘AUIVG-9OH 
3 Ia@ NYOO ‘4a399-90H 
i *s'n ‘SWaVd Tiv 


Id‘ N‘SHHONVY dagdHS 
@ NYOD ‘NIVYD-HSVO 


I~ HSVM)V9d-LVGAM 


wv EAE OOoVaOL 
Ivud *NOLLOOD 


3° Ns 
NIV1Id MES *NOLLOOD 
et sar! *NOLLOO 
Qe . *NOLLOO 
oS VX 


L 
NIvTd HOIH“NOLLOD 


“ON ‘NOLLOD“ODDVAOL 
ao1u 


OIt O OI- o+o oOt- 
69-1761 WOUd AONVHD 4% 


Wavd dO adAL 





SWUVd IVOIMAL 72 WOd Aivd 
NV G3AIRZ0auN SADTUd NI SAINVHD 


LIOadaa 7 


Lseoorgaotud 40 





CHART IV. 
United States Department ot Agriculture 


(Neg.'s 55-995 and 55-993) 


SOURCE 


Agricultural Marketing Service 


“Agricultural Outlook Charts - 1956" 





MINIMUM WAGE PROTECTION 631 


(The entire prepared statement of Joseph S. Shelly, executive sec- 
retary, Vegetable Growers Association of America, is as follows:) 


STATEMENT OF THE VEGETABLE GROWERS ASSOCIATION OF AMERICA PRESENTED BY 
JOSEPH S. SHELLY, EXECUTIVE SECRETARY 


I am Joseph §S. Shelly, executive secretary of the Vegetable Growers Associa- 
tion of America. 

The Vegetable Growers Association of America is the only national organiza- 
tion of vegetable growers with 42 affiliate organizations with membership in 30 
States. This statement is based upon the policies adopted by the voting delegates 
at our last annual meeting. 

This association is opposed to the extension of the exemption provisions of 
the Fair Labor Standards Act of 1988 to agricultural workers, including those 
engaged in the handling and processing of fresh or processed vegetables. To in- 
clude agricultural workers under the minimum wage and overtime provisions 
or restrict the existing exemptions would create additional hardships and impose 
additional burdensome recordkeeping upon a group of individuals already in 
a disadvantageous economic position. The enactment of some of the proposed 
provisions will literally liquidate many of our family-sized vegetable farm 
operations. It is very doubtful that exemptions and restrictions would end with 
the current proposals. Bureaucracy always has a tendency to increase rather 
than decrease. increased regulations and recordkeeping, with Ceclining income, 
are a detriment to young men entering the vegetable-growing business and an 
inducement for oider farmers to quit the business or sell out. 

Labor operations on vegetable farms are seasonal with frequent peak opera- 
tions. Labor operations on a vegetable farm cannot be confined to a 40-hour 
week nor an 8-hour-day timeclock schedule. Vegetables are highly perishable 
and must be harvested when mature. A difference of 1 day may make the dif- 
ference between top grade and second grade. Expeditious movement is im- 
portant from the quality and price point of view. 

It is essential to bear in mind that the Fair Labor Standards Act was primar- 
ily designed as an industrial act. The operation of a vegetable farm, whether 
large or small, is considerably different from that of an industrial plant. In 
numerous instances the farm employee is furnished with produce, housing, elec- 
tricity, fuel, transportation, or other products or services of value. Certainly 
these items must be considered when determining compliance with the minimum 
Wage requirements. The question immediately arises as to who shall deter- 
mine the rate of compliance. Many of these items will vary from farm to farm, 
from one geographical region to another. I can visualize considerable confu- 
sion and frustration in an attempt to meet these requirements. 

Many of the labor operations on a vegetable farm are paid for on a piecework 
basis. In many instances the workers request payment at the end of each row. 
Many of the more skilled workers will earn amounts far in excess of the mini- 
mum wage. Others who are less skilled, women, and children welcome the op- 
portunity of vegetable farm employment in jobs adaptable to such labor. 
Packing shed operations, washing, sorting typing, wrapping, packaging, and 
crating are some of the jobs acceptable to women, children, and less skilled 
workers. 

I should like to enumerate briefly the different kinds of workers one might 
find on a single owner-operator vegetable farm which might hire as many as 
50 to 100 workers during peak seasons. This would include the farm manager, 
a field foreman with weeding or harvesting crews, shop foreman, a mechanic 
or two, packing-shed foreman and his crews, truck and tractor drivers, machin- 
ery operators, and an office secretary. This is not a hypothetical case but an 
actual fact among many of our members. The facts are the same whether it 
be on a 50-acre farm of 500 acres. 

To calculate work schedules and wage-rate conversions to the minimum wage 
for all such operations would be utterly impossible. Piecework rates in harvest- 
ing operations vary as widely as the price of a hamper of beans. They vary from 
area to area, crop to crop, and according to the time and number of pickings. 
It is this multiplicity of local, State, and Federal regulations which drives 
farmers to distraction and destroys the family farm, with which so many are 
concerned in maintaining. The vegetable growers association is proud of its 
many fine and outstanding family-farm operations. 

We are opposed to the proposals being offered to classify farms according to 
size of operation or on a basis of man-day units. Actually, there are family- 
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vegetable-farm operations among our membership which would readily come 
within these classifications. The economic difficulties on a small-family farm 
are no different from those on a larger family-sized operation. All too scon 
whatever regulation might be established for large farms will eventually be the 
same pattern for small farms. 


HANDLING AND PROCESSING EXEMPTIONS 


This association recommends that Congress consider the proposals offered in 
S. 1418. The fact that the Fair Labor Standards Act was passed in the interests 
of industrial and interstate commerce employment, certain definitions for agri- 
culture, “the area of production,” and first processing were inserted to distin- 
guish agriculture for interstate commerce. 

Bill S. 1418 in our opinion will clearly define the original intent of Congress. 
These terms in the past have been subjected to question and timely and costly 
litigation during the intervening years. 

We believe the proposed amendment to section 3 (f) would clearly define the 
term “agriculture.” Even of greater importance is the definition of “the area of 
production,” handling and processing exemptions. 

The original definition based on the population test of 2,500 has not been 
adequate. It has been subjected to considerable litigation and different inter- 
pretations in different parts of the country. There are numerous instances among 
our membership where certain types of vegetable production were on the out- 
skirts of towns which now have become cities, almost completely surrounding 
the vegetable-production operation. Land values have increased with resulting 
tax increases. Production costs have increased as well. However, the price the 
farmer receives has not kept pace with these rising costs. Increased costs of 
production on the farm cannot be passed on as in the case of many industrial 
products. The economic factors of operation are basically the same as they were 
when the act was originally passed but considerably aggravated. To deny present 
exemptions will only result in further liquidation of these family-operated 
farms. 

The cost of processing and distributing vegetables are of primary concern to 
the vegetable grower. They are as important as if they were one of his own 
production costs. Labor costs represent a large share of the processing costs. 
These costs must be passed on to the consumer or be reflected in the price the 
farmer receives for his raw product. Government-imposed regulations of wages 
which will increase the cost of a product deprives agriculture of its full income, 
transferring it to another group. 

The exemption in section 7 (b) (3), referred to as the 14-week exemption is 
very important to the vegetable handling and processing industry. Vegetable 
production and vegetable processing are seasonal. The commodities are highly 
perishable and must be handled immediately. To require adherence to the 
40-hour week and overtime payments would be financially impossible for most 
small processing plants. To acquire a second or third shift crew would be im- 
possible because of a lack of sufficient labor in the small communities in which 
many of these plants are located. To halt production at the end of 40 hours 
would deprive many of the income they derive from the seasonal employment 
and large quantities of vegetables would have to spoil. These losses and costs 
have to be covered by higher prices to the consumer. 

We believe that Congress dealt wisely when these exemptions were originally 
written into the law. The situation has not changed that much during the 
intervening years to warrant the removal of these exemptions. However, as 
progress is made, some adjustments and clarifications often become necessary. 

For instance, many of the operations and activities formerly conducted on 
the farm by the farmers have had to be transferred to the market place. Today 
the market demands high quality vegetables in large quantities from a steady 
source of supply. This has required vegetable growers to form marketing agen- 
cies to conduct many of the market functions off the farm. These operations 
have been established close to transportation facilities or in the market place. 
This has produced a better quality pack, made it more attractive to the con- 
sumer, and materially enhanced the small operators competitive advantage. 
Certainly this has enhanced the value of the vegetables but not without an 
additional cost to the grower. Just because this function is conducted off the 
farm does not necessarily classify this as an industrial operation nor warrant 
the removal of the exemptions so essential to efficient and economic operation of 


‘ 
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the Nation’s vegetable farms. We sincerely believe that the recommendations 
in S. 1418 would correct some of the concerns which have developed. i 

It is not our intention to see wages reduced or depressed, nor should any claim 
be made that because agricultural wages are unregulated, the agricultural 
worker has been exploited. In numerous instances rates higher than the 
minimum are being paid to compete with and acquire high quality labor. Gov- 
ernment regulation of agricultural labor does not by itself guarantee higher 
purchasing power for the worker. If this were the case, certainly the European 
worker today would be enjoying a higher standard of living. 

We do, however, view with alarm the ever-increasing encroachment of the 
Federal Government into the affairs of the American farmer and denying him 
the freedom of making his own managerial decisions as they fit into his family- 
operated farm. The record of Government intervention in agriculture all too 
often has merely tended to accelerate the effects of the law of diminishing 
returns. 

We believe that our opposition to the narrowing of exemptions now enjoyed 
by agriculture is not unreasonable or selfish. The vegetable industry is proud 
of its record of accomplishments. It wants to continue supplying the American 
public with nutritious, healthful vegetables so essential to their diet and well- 
being and without the aid of huge Government subsidies and thwarting regu- 
lations. 

Senator Kennepy. Thank you very much. 

Senator Atiorr. One question. To point up one thing which I be- 
lieve you wanted to bring out in your statement, the limitation to 400 
man-days simply has no practical application on an overall basis 
to the farming and agriculture of this country, does it ? 

Mr. SHELLy. That is very true, sir. 

Senator Atiorr. For example, take the —— you represent here 
who require a very greatly intensified form of agriculture, and com- 
pare that with a wheat farmer, for example. Now a wheat farmer 
might, with his machinery and large tractors, combine, and tills, do 
with one man and produce the same income that a vegetable farmer 
might produce on ae one-tenth of the acreage, and yet he might 
well run way over the 400 man-days; is that correct ? 

Mr. Suetty. That is correct, because there are so many operations 
and activities that need to be performed on a vegetable farm that it 
would take only a very short time to exceed that limitation. 

Senator Atuorr. Well, that is the point I want to make, that there is 
such a difference in agricultural operations and the intensification of 
farming, depending upon the land and the water available, and the 
markets, that to put it upon a man-hour basis simply can’t be done and 
do justice to everybody within the general area of farming. 

Mr. Suetry. I could pick out literally hundreds of operations 
within my group. 

Senator Atuorr. I can too. But I just wanted to emphasize this. 

That is all. Thank you. 

Senator Kennepy. Can you give us any idea of the number of farms 
that might be employing a large number of people all the year 
round ? 

Mr. Suetty. That would be very difficult to do. When it comes 
to statistics of that sort, we do not have them available, nor does the 
Department of Agriculture, because there is such a large variation in 
both the type of operation and the geographical area that the s‘atisti- 
cal information on vegetable farms is really very meager. 

_ Senator Kennepy. We appreciate your coming before us this morn- 
ing, Mr. Shelly. 
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Mr. Suetty. [appreciate the opportunity very much. 
Thank you. 
Senator Kennepy. The next witness is Mr. Richard Shipman, the 


assistant coordinator of legislative services of the National Farmers 
Union, in Washington. 


STATEMENT OF RICHARD C. SHIPMAN, ASSISTANT COORDINATOR 


OF LEGISLATIVE SERVICES, NATIONAL FARMERS UNION, WASH- 
INGTON, D. C. 


Mr. Suipman. My name is Richard Shipman. I am assistant co- 
ordinator of legislative services for National Farmers Union. As 
representative of Mr. James G. Patton, , president of National Farmers 
Union, and 300,000 farm families of our organization, I wish to ex- 
press appreciation for the opportunity to appear before your com- 
mittee. 

Two years ago Mr. Patton urged extension of the minimum wage 
law before this committee, setting forth in detail our economic reason- 
ing. Changes in our economy since that time have made the need 
for this extension more urgent than ever before. 

Let me reiterate a few of the reasons that the minimum-wage law 
should be extended to another 914 million people as provided in S. 
1267. To begin with, the gene ral cost of liv ing, according to the dis- 
tinguished economist, John Kenneth Galbraith, has now reached its 
highest point in history, which means that the low income worker’s 
family is in very much the same plight as the farmer’s family, whose 
income has been falling the last 4 years. 

It is a vicious circle—the farmers not being able to produce because 
the worker’s family does not have the purchasing power to buy. 
The farm families of America are being asked to hold out of pro- 
duction about one-third of their acreage in many crops. What they 
badly need is the expansion of the purchasing power of these 944 
million families who are not included under the minimum-wage law. 

The minimum wage extensions recommended by President “Eisen- 
hower and Secretary , of Labor Mitchell, fall far short of meeting the 
requirements imposed by present-day living costs and the real poten- 
tialities of oureconomy. ‘They would permit the continuation of what 
still amounts to slow starvation for the unfortunate families whose 
income is below the protection floor. At the same time the farmers’ 
products are allowed to pile up because of this lack of purchasing 
power. Hunger in the midst of plenty. 

A recent study by the Conference on Economic Progress, has this to 
say about minimum wages: 





Current minimum-wage legislation has not only lagged behind the rising cost 
of living since original enactment ; even more important, it has lagged far behind 
the general rise in productivity and living standards. Through a more adequate 
minimum- “wage law, with extended coverage, and with a minimum protection 
legal of $1.25 per hour in 1957 and at least $1.50 by 1960, an important contribu- 
tion can be made toward lifting the incomes and living standards of low-income 
families, and toward an adequate expansion of total consumption. 


It is this expansion of consumption which would be of greatest aid 
in creating the markets for farm products which family farmers so 
badly need. 
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Now I understand that there has been testimony before this commit- 
tee that these wage increases will be inflationary, but I would like to 
point out that there is nothing inflationary about raising wages in 
order that people who are hungry can consume agricultural products 
which are in “burdensome surplus” as Mr. Benson would have it. 

The chamber of commerce has indicated that extension of the 
minimum-wage law would bring a new round of price increases. I 
might say that if it could accomplish a slight increase in farm prices it 
would be most beneficial to the Nation in general. 

A comprehensive study by Orion Ulrey of the papers of 
agricultural economics, Michigan State University, July 1956, has 
this to say: 

The American diet has been materially improved, especially during the past 
two decades. The civilian per capita food consumption was 13 percent higher in 
1955 than during 1935-39. There is still underconsumption, however, in relation 
to nutritional needs and economic possibilities. About 8 million consumer units, 
or 15 percent, have income before taxes of less than $2,000 a year—and 22 
million or 40 percent have incomes of less than $4,000. A national study in 
1953 showed that families with annual incomes under $2,000 spent 59 percent 
of their income for food, from $2,000 to $4,000 spent 31 percent, and from $4,000 
to $7,500 spent 27 percent. A study of consumer spendings for food consumed in 
the home in Lansing, Mich., in 1954 showed that the low-income one-third spent 


only 65 percent as much for food per capita as did the high-income one-third 
of the consumers. 


One study concluded that if the 3 million consumer units with incomes below 
$2,000 had their incomes raised to adequate levels, they would buy enough more 
food to raise farm income by at least $400 million * * 

An expanding economy, with higher production, more jobs and higher pay for 
the lower income groups would expand food consumption. A rise in income of 
the higher income groups would not materially increase their consumption of 
food. 

[ would not wish this committee to believe that I am saying this 
extension of the mintmum-wage law is a complete answer to the 
farmers’ critical situation, because even with no surpluses the family 
tarmers of America are still at the mercy of a monopoly-controiled 
market place. 

Another aspect of this problem of tremendous importance to family 
farmers: We view the extension of the minimum-wage law to include 
workers on the large factories in the field as an important step to 
protect not only the workers, but also our traditional pattern of 
American agriculture, the family farm. 

These large-scale corporation-type farms constitute unfair competi- 
tion through use of an exploited labor force. The status of the 
workingman who tills the soil on many such agricultural plants is 
that of a serf. There is no other industry in America where the 
standard of living of workers is more flagrantly sacrificed in the 
interests of bigness and so-called efficiency. 

On the genuine family-type farm, the work is done almost entirely 
by the farmer and his family. They are in direct competition with 
the wage labor employed on the big factory-type farming corpera- 
tions. Unfairly low wages paid to factory farm labor is reflected in 
the price that is paid for all farm commodities, and therefore it 
determines the return that the family farmer and his family will be 
able to realize on their labor. Therefore, extension of minimum- 
Wage coverage to workers on the big factory farms will protect family 
farmers from the unfair and destructive competition of exploited 
labor. 
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We have noticed that another farm organization, in testimony before 
this committee, has objected to the extension of the minimum-wage 
Jaw to agricultural workers which would eliminate this exploitation, 
and gave as its reason that it “would involve a heavy burden of 
record keeping.” I might point out that if they are filing their income 
tax properly, most of the records necessary already exist. Such 
flimsy objection to the passage of this much-needed law is hardly 
worthy of notice except for the fact that it tends to distort in the 
minds of many people the position of agriculture on this very im- 
portant subject. In fact, their testimony before this committee seems 
to be mostly opposition to any presentation of the true picture of 
what is happening to American agriculture under the economic pres- 
sures created by the Benson-Eisenhower policies. They also “oppose 
any proposal to classify farms by size of operation.” The truth is 
that the objection to this legislation is being made on behalf of the 
big factory-in-the-field farming corporations. 

To round out the true picture, I would like to have two reports 

laced in the record: One, “Mexican and Japanese Farm Labor 
mportation,” and another titled “Family Farms Are Losing.” These 
two analyses illustrate in detail the points we have talking about. 

These are analyses prepared by our staff, and which I think will be 
very helpful in illustrating our thinking on this matter. 

(The analyses referred to are as follows :) 


Legislative Analysis Memorandum No. 57-12 


FEBRUARY 26, 1957. 
MEXICAN AND JAPANESE FARM LABOR IMPORTATION 


In spite of the fact that National Farmers’ Union has called for repeal of 
the Mexican farm-labor importation subsidy, and has been joined by other 
farm, religious, and civic-minded organizations, the Attorney General and the 
Department of Labor have brought in Japanese workers in still another subsidy 
program for California land barons. 

The plan for bringing in Japanese workers was developed by a California 
growers’ association. The Labor Department has certified the need for 1,000 
and that number has now been admitted. Similar plans have been made for 
bringing in 1,000 Filipinos. While these numbers are small, the way is being 
paved for larger future importations. The growers hope thus to lessen Mexico’s 
power to bargain for protection of its own nationals. 

Such a program, even though relatively small in its beginning, means that 
more farmland will be gradually taken over by the land barons and their 
factory-in-the-field agriculture operations. The status of the man who tills the 
soil on such agricultural plants is that of a serf. There is no other United 
States industry where the standard of living of workers is so flagrantly sacri- 
ficed in the interest of bigness and so-called efficiency. 


AUTHORIZING LAWS 


Mexican workers are admitted under Public Law 78 under which a govern- 
ment-to-government agreement is negotiated. This law expires in December 
1959 but the Department of Labor has asked Mexico to agree to extension of 
the present agreement until June 30, 1960. It is expected that Mexico will 
comply since Public Law 78 now permits contracting of Mexican farmworkers 
without a formal agreement being negotiated. 

Section 503 of Public Law 78, as amended, sets forth the circumstances under 
which Mexican contract workers are to be used in an area. This section 
provides more protection of United States farmworkers than the Secretary 
of Labor is giving. However, there is no protection to the family-farm operator 
who must, through his own and his family’s labor, for the most part, compete 
with the subsidized land baron. The section reads: 
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“Sec. 503. No workers recruited under this title shall be available for em- 
ployment in any area unless the Secretary of Labor has determined and 
certified that, (1) sufficient domestic workers who are able, willing, and quali- 
fied are not available at the time and place needed to perform the work for 
which such workers are to be employed, (2) the employment of such workers 
will not adversely affect the wages and working conditions of domestic agri- 
cultural workers similarly employed, and (3) reasonable efforts have been 
made to attract domestic workers for such employment at wages and standard 
hours of work comparable to those offered to foreign workers. 

“In carrying out the provisions of (1) and (2) of this section, provision shall 
be made for consultation with agricultural employers and workers for the pur- 
pose of obtaining facts relevant to the supply of domestic farmworkers and the 
wages paid such workers engaged in similar employment. Information with re- 
spect to certifications under (1) and (2) shall be posted in the appropriate local 
public employment offices and such other public places as the Secretary may 
require.” 

Japanese farmworkers are brought in under the Immigration and Naturaliza- 
tion Act, as are contract farmworkers from other areas such as those brought in 
from the British West Indies. 

The question of importing Japanese aliens as nonimmigrants (aliens who 
come into the United States on a temporary basis) shall be determined “by the 
Attorney General, after consultation with appropriate agencies of the Govern- 
ment, upon petition of the importing employer * * *” according to section 214 
(c) of the act. Thus the primary responsibility rests with the Attorney General. 
However, he has requested the Department of Labor to certify that the Japanese 
workers were needed, which the agency has done. 

Enforcement of the Japanese labor program is by the Immigration and 
Naturalization Service, not by the Department of Labor. 


POSITION OF NATIONAL FARMERS UNION 
(From NFU program, 1956-57) 


* * * We favor repeal of legislation providing for federally subsidized importa- 
tion of low-paid foreign workers and we urge the establishment of a national 
policy to eliminate illegal immigration, while at the same time expanding and 
modernizing legal immigration quotas. 


NATIONAL FARMERS UNION CRITICISMS OF LABOR IMPORTATION 


1. Threat to the family farm 


As already mentioned, the Mexican and Japanese labor programs constitute 
a threat to family farmers. Factories in the field cannot continue to expand or 
grow in number without readily available cheap, docile labor. According to the 
Farmers Union Herald, which quotes an editorial of the California Grange, 
J. Earl Coke, vice president of the Bank of America, told the Western Growers 
Association convention in San Francisco that 14,000 California farms have been 
eliminated in the last 5 years, most of them under 260 acres. Without doubt most 
of these were family farms. Mr. Coke’s comment upon the situation: “That is 
good.” 

The editorial raises these pertinent questions: 

“We wonder if Mr. Coke has examined the consequences of the corporation 
farm upon the community? If he has ever seen the deterioration of a thriving 
community into a string of saloons and empty, sagging storefronts? If he has 
ever inspected the dilapidated shacks which serve as homes for those who plant 
and harvest the crops? 

The growth of the Mexican labor program is significant in this connection: 


We ee Ss ii se SOF I) ee eo et Sec pe beg 197, 100 
De ode 2 ee ei Doe i is tae) 2 ey 201, 380 
| ES Sa S EES EERE DIE NES ae Se 309, 033 
Pepe eee) SON UE eee, Se erie Oy eo Sou sett Se 398, 650 
sae Cpelemanr ye ‘eatGe) Pb i he ee rol te ee 500, 000 


As can be seen, the number of workers coming into the United States under 
this program has doubled over 4 of the 5 years 14,000 farms disappeared in 
California. And according to the Department of Labor, about one-fourth of the 
Mexican workers were employed in California in 1955. The seriousness of the 

89646—57———42 
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situation is reflected in the opposition of the California Grange to both the 
Mexican and Japanese labor import subsidy programs. 

Imported Mexican labor was employed in 1955 in over half the States, though 
principally in the Southwest (Arkansas, Arizona, California, New Mexico, and 
Texas). 


2. Inadequate means for determining need 


(a) No real effort is made by factory-in-the-field operators to attract United 
States workers through offering wages, conditions of employment, and housing 
suited to their needs. They are not offered even as much as the Mexicans are 
given in terms of weekly guarantees, insurance, transportation, etc. Housing is 
often provided for single workers only, not their families. Many growers prefer 
contract labor because it is available when wanted, docile, and deportable. 

(bo) Often the big operator decides in advance what wage rate will be offered, 
knowing they cannot obtain local labor and that they will use Mexicans, and 
then, in fact, they do obtain Mexicans at the agreed-upon rate. 

(c) The United States Department of Labor relies primarily on the State 
agencies to determine need, and their local and State offices too often go along 
with what the big operators want. 

(d) Consultation with workers’ representatives, when there are any, is inade- 
quate. Public hearings have not been held. 

(e) No effective program has been developed for recruiting and protecting 
United States workers, many of whom are children of family farmers, with 
due consideration to wage and earnings guaranties, attractive conditions of em- 
ployment and housing, transportation arrangements, etc. The use of contract 
workers increasingly drives United States workers out of many areas (1) by 
depressing wages, etc., and (2) by decreasing total employment opportunities, 
and (3) leaving for United States workers only the extra and less remunerative 
work since the foreign workers have weekly employment guaranties. 

3. Wage inequities 

(a) Wages of United States workers and income of family farmers are de- 
pressed hy the knowledge that a large supply of contract workers will be 
available, and by the actual presence of such workers. In many areas where 
Mexican nationals have been used, large numbers of United States workers 
are available but are paid substandard rates year after year. 

(b) It is wrong for the Department of Labor to assume that the beginning 
wage rate should merely remain the same from year to year, as they are doing, 
since other United States wages have been rising steadily with rising produc- 
tivity and prices. This policy inevitably increase the spread between farm 
wages and other wages and gives the factory-in-the-field operator an advan- 
tage over family-type farmers he otherwise would not have. 

(c) Factory-in-the-field operators or processors so dominate many crop- 
Wage areas that they set a uniform wage rate by agreement in advance of the 
season which continues whether or not wage determinations are made. 

It was this situation that led the United States section of the Joint United 
States-Mexico Trade Union Committee to approve a report “that the present 
method of fixing wage rates in the Southwest for domestic farmworkers and 
Mexican contract workers is a fraud and conspiracy on the part of the em- 
ployers. 

“The common pattern is for the employers to hold a meeting and agree to 
what wage rate will be paid in the area. This agreed wage then becomes the 
‘prevailing wage’; however, the wage rate is so low in the Southwestern States 
that only a small number of domestic workers apply for the jobs. Thus, when 
the State employment department fails to supply the needed fartnworkers at 
the wage offered, the State department agency then certifies the grower’s need 
for foreign workers.” 

(ad) United States workers, many of whom are children of family farmers, are 
actually offered substantially poorer conditions than foreign contract workers in 
many areas as they receive no wage guaranties, insurance, and other fringe 
benefits. 

(e) The Department’s formula for making prevailing wage determinations 
often results in merely indicating that the minimum wage rate being paid United 
States workers must be paid to foreign contract workers. 





MINIMUM WAGE PROTECTION 639 


(f) The wage findings obtained and supplied Washington by the State agen- 
cies are adversely affected by the absence of job descriptions, lack of trained 
investigators, etc. The Department of Labor has so small a staff that it must 
act hastily on the basis of the material supplied. To handle the 530 wage deter- 
minations made in 1956, there are only 4 professional employees in Washington 
assigned to reviewing wage findings and assisting in making wage determina- 
tions. 

4. Building international good will—A farce 


Apart from the problems of inadequate earnings that may arise, it is a 
farce to refer to Japanese or Mexican labor importation programs as a lesson 
in the American way of life. The work in which these imported workers are 
engaged is totally unrepresentative of our way of life, with the ultimate result 
likely to be the building of international ill will. Such imported workers are 
without the protection afforded by a free-labor market, or unions. Proper leg- 
islation to provide for Interstate Commerce Commission regulation of their 
transportation was opposed by the farm bureau. However, the legislation did 
pass, since many public-spirited organizations, including National Farmers 
Union, pressured the administration into supporting it. 

The labor camps where imported labor lives are in no way representative of 
the lives of United States family farmers or United States families in general. 

In the case of Japanese workers, the contract specifies that the worker “shall 
proceed from the port of debarkation to the place of assignment in sccordance 
with the order of the (growers) association; work and reside at the place of 
assignment or at any such place as the association may require.” Certainly such 
restriction of movement and denial of the right to select an employer is not in 
keeping with the rights and privileges of United States citizens or of the free- 
dom of movement afforded foreign visitors who come to the United States for 
study and training under the Fulbright law and related laws. 

5. Weak violations and compliance procedures 

A factory-in-tlie-field operator at worst will be denied use of contract workers 
if he violates the contract. There are no other penalties. As evidence that 
violations are widespread, in January through August 1956, 1,868 routine inspec- 
tions were made with 506 deficiencies being recorded by the Department of 
Labor. In California alone 300 routine inspections were made and 100 defi- 
ciencies were found. See table I for similar information for other States for 
the period January through August 1956. 
6. Advantage of factory-in-the-field operators over Japanese workers 

‘he Japanese workers will arrive indebted to the growers’ association for 

“costs of transportation and incidental expenses, if any, advanced for travel 
from Japan to the port of debarkation.” Deductions from the workers’ wages 
will be made to pay any such costs, insurance premiums, costs of meals, ete. 
The individual worker contract provides for a period of employment of 6 months 
subject to renewal every 6 months up to a total of 3 years. If the workers are 
sent back after a brief period, transportation costs alone will presumably take 
a large chunk of earnings. 

The Japanese Government will have even poorer facilities than the Mexican 


consuls for attempting to protect its nationals, and will have less authority to do 
SO, 
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TABLE I.—January through August 1956 











Regions Routine | Deficiencies | Complaint 
inspections | found jinvestigations 
Sicilians a ae 
San Francisco: | 
Cerna. co 5. cc cere seniapingeneel 310 | 100 | 402 
EEL TTT shacbeinal §2 | 18 } 53 
Dallas: 
rte pee eT 415 | 83 | 1, 762 
IN, intl 35d ie adh hho ered dhs dai idannabinwuss 196 | 234 | 179 
Denver | | 
eee nitasetadcenmewes abiceeemmetheasssie 57 | 0 14 
I one. Ste cn cun esos at beaten 25 | 10 | 0 
RNIN SAT ick hUctus, A nccdk doc .adathdadaued 548 | 7} 82 
Kansas City: | | 
edna aT Ce eet a ie ead i 0 | 4 
PU ia 2 re : | 18 0 | 20 
cago: | 
I la hee ose bb nse heattdn me Beianinehehteeee --| 1 | 0 3 
Sati oiaira ear iy tac ger ae aahsdataetnls . 1 | 1 3 
IN Res thst ce sah ecn ce é | 0 0 1 
ae ee a a a else 5 0 | 1 
I iin ateiechinccunlen botval bbcetin hott alumnae ohdnidnccdl 76 19 6 
Teen atin ie oaebe 7 33 27 0 
Seattle: | 
PD ihimiccsnsdlvabivocvbsdavthbcdovstiwekbeseneewedses j 18 | 1 5 
I tsi natn nine qeineerd apne siews en andnasde inci pats 20 | 0 6 
Neen TTT Te ee st 60 | 4 62 
Cleveland: | 
Ns tkiicdieeJitp wks iikt Bid tacos: tet hdd babii | 30 | 1 60 
Behe St nsneanncetehnne=sand-sobcenbbavtphedunbinususnasal 2 | 1 | 0 
lectin nga ict eeeatinasictstnonis 


ra ata ei a ah 1, 868 | 506 | 2, 663 
| 





Source: U. 8S. Bureau of Employment Security, Sept. 28, 1956, “Deficiencies Found,” applies to the 
routine inspections only. (Letter of Nov. 2, 1956.) 
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Supplement No. 2 
Economic Developments FEBRUARY 18, 1957. 


FAMILY FarRMS ARE LOSING 
(3d revision) 


Family farms lost ground to industrialized agricultural production units 
between 1950 and 1954 aceording to the 1955 Census of Agriculture. Indus- 
trialized farming units increased by 26 percent in numbers. The number of 
family farms dropped by 11 percent. (See table 1.) 

The ratio of the number of family farms to the number of industrialized 
units dropped from 34 to 1 in 1950, to 24 to 1 in 1954. 




















Table 1 
Thousands | Change 
1954 1950 Number Percent 
Commercial family farms !_-...-...-...-.----.---- oes 3, 193 | 3, 598 —405 —1i1 
Industrializei factory farms ?___- wa nnnnnne---------| 134 | 106 +28 +26 
Ratio family fars to factory farms--_.---- praeniel 25:1 | eK 
ee ide ntnipndnwncncknase seus 3, 327 | 3, 704 | —377 —10 
| 


1 Gross sales of products less than $25,000. 
2 Gross sales of products more than $25,000. 


Industrialized farming units are increasing more rapidly in the Northern and 
Western States and less rapidly in the South. The number of family farms, 
however, is decreasing at a more rapid rate in the Western and Southern 
States than in the North. 

Largest percentage gains in number of industrialized units occurred in North 
Carolina, 100 percent; Indiana, 96 percent; and Arkansas, 94 percent. Among 
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the States with more than a 35-percent increase in number of factories-in-the- 
fields were: Arizona, Washington, Idaho, Illinois, lowa, Michigan, Minnesota, 
Montana, Oregon, and Wisconsin. 

Largest percentage losses in number of family farms: Arizona, 48 percent; 
Arkansas, 23 percent; Texas, 21 percent; and Tennessee, 18 percent. Among 
the States losing 10 percent or more of their family farms were: Colorado, 
Connecticut, Delaware, Illinois, Maine, Massachusetts, Moutana, Nevada, New 
Hampshire, New Mexico, Oklahoma, Oregon, Rhode Island, Tennessee, Vermont, 
and Washington (appendix table 1). 


BOTH TENANTS AND OWNERS LOST OUT 


There was a drop of 353,000 in the number of fully owner-operated farms, a 
drop of 276,000 in the number of tenant-operated farms, and an increase of 
32,000 in the number of part-owner-operated farms. 











Table 2 

cr Thousands Change from 1950 to 1954 

ee RS Se SS - — — 

| 

B 1954 1950 | Thousands Percent 
IN Ns ce nmineiemawon 2, 737 3, 090 —353 —ll 
Partovwner operators... .........--a--<--.-<---- 857 $25 +32 +4 
Tenant operators.............-.-. “ec 1, 168 1, 444 —276 -1 


FIRM PRICE SUPPORTS SAVED FAMILY FARMS 


The strengths and weaknesses of the 1950-54 price support programs are 
mirrored in what happened to different types of farms. 

















Table 3 
— ——— ee een ee ee ft 

| Thousands | Change 

| 1954 1950 | ome | ent Number Percent 

| | 

en 

I ee eee SS ee se] 433 +105 +24 
I, vk cinennnanynttins wom tguese pied 549 601 —52 -9 
Livestock farms_---...-.-.- prhige «nga ke tanith “=| 695 808 —113 —14 
General farms_-.--- 348 496 —148 —30 








Cash grain farms with income protected by firm price supports during the 
4 year’s, increased in numbers by 24 percent. Dairy farmers, placed on the sliding 
scale in 1954, decreased in numbers by 9 percent, while livestock farmers (hogs, 
cattle, and sheep) without price supports dropped by 14 percent in numbers. 
Hardest hit were general diversified farms whose numbers dropped by almost 
one-third (30 percent). This situation was widespread and general in nearly 
all States. 


LOWEST INCOME FAMILY FARMS HARDEST HIT 


The number of relatively adequate family farms in the United States was only 
4 percent larger in 1954 than in 1950. Almost one-fifth of the family farms with 
less than $5,000 sales disappeared. Obviously, this drop in numbers of low- 
income family farms did not result in any substantial way from movement into 
higher income groups because the number of those increased by only 42,000. 
The number of low-income family farms dropped by almost a half million, but 
the number of higher income family farms increased by only 43,000. 

The number of adequate family farms decreased in the Western States and 
by far the largest increase in such farms was in the South. The number of 
inadequate family farms decreased in all these sections. 
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Table 4 
Thousands of farms Mads ag 
| 1 | Ge . acumen! Ditedsh 
Fomnily farms with sales $5,000 t0 $95,000..........2.-2........ 1188.5) ans} 42] 44 
Family farms with sales $250 to $5,000__-- : : ae .-| 2,037.2 





2,486.2 | —449.0 —18 


As a matter of fact, the number of higher (above $5,000 of sales) income 
family farms decreased in a larger number of States than States where such 
farms increased in numbers. Only in North Carolina and Florida was there 
a very large increase in numbers of the higher income family farms. 

Relatively adequate family farms (those with sales of products between 
$15,000 to $25,000) held their own in numbers relatively well between 1950 and 
1954. Grossly inadequate family farms (those with sales of products of $250 
to $5,000) dropped in numbers in every State but North Dakota. (Appendix 
table III.) The only State with a relatively large increase of “adequate family 
farms” was North Carolina; the only State with a relatively large decrease in 
numbers of “adequate family farms” was Oklahoma. In the other States there 
was little change between 1950 and 1954 in the numbers of relatively adeqnate 
family farms. 

The big drops in numbers of family farms came in the below $5,000 gross cash 
income groups. 

If the numbers of these low income farm families had dropped because they 
had moved up the income seale this would be a happy situation. But, obviously, 
that did not happen. The big drop in numbers of low-income farm operator 
families reflects the fact that these families quit farming entirely. 

The drop in numbers of low income family farms in the different States ranged 
from a low of about 6 percent in Colorado to a high of almost 30 percent in 
Arkansas, with the largest number of States in the 20- to 25-percent decrease 
range. 

LOWEST INCOME FARM FAMILIES NOT HELPED BY OFF-FARM WORE 


Secretary of Agriculture Benson has stated that drops in farm income has 
not hurt farm families because they have been able to obtain remunerative and 
attractive off-farm work. However. census figures reveal that the lowest 
income farm families able to obtain at least 100 days or more of off-farm work 
did not increase, but rather decreased, from 1950 to 1954. The number of farms 
the census calls part-time farms (which might better be named “part-time farms 
with very low farm income”) actually decreased by 67,000 during the 4 years. 
(Appendix table IV.) Only in Arkansas was there a large decrease in the num- 
ber of “part-time” farms and only in Texas was there a large increase. 

There appears to have been an increase, in some States, in number of farmers 
with product sales of more than $2,000 who do off-farm work. Or to put it more 
accurately, in some of these States there has been an increase in the number of 
part-time farmers with gross cash-farm incomes above $2,000. The only sizable 
increases are in Florida, Indiana, Iowa, Nebraska, North Carolina, and Texas, 
(Appendix table IV.) 

Nationwide, the numbers of farmers with gross farm incomes who worked 
off the farm for 100 days or more increased by 118,000. The number of farmers 
who worked off the farm between 1 and 99 days per year increased by 159,000. 

















Table 5 
cimametinranmahinenae eS a oa 5 Se > 
Thousands Change 
Group kn an tag aene er tay ye ee a + 
1954 | 1950 | Thou- | Percent 
| | | sands 
| 
—— | — — “| ~ } —_— ‘’ — —_——— 
Worked 100 days or more off farm: 
Gross farm income less than $2,000__......___.__- 575 | 642 —67 —10 
Gross farm income more than $2,000_ % | 759 | 641 +118 +18 
NE: Sra s ea a a i gyeeete gags +51 +4 
Worked 1 to 99 days off farm___......._--- é dts 820 661 | +159 +24 





Total who worked off farm ae 2, 154 | 1, 944 +210 +11 
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Proportion of farmers in different groups who worked off-farm 100 days or more 





Group 1954 1950 
| 
2 ‘ heavier Se a ee ee —-|= aa; Gand 
Percent | Percent 
Gross farm income less than $2.000 s 55 | 48 
Gross farm income more than $2,000. . 


29 22 


The proportion of all farmers who worked off the farm between 1 and 99 days 
increased from 15 percent in 1950 to 21 percent in 1954. The proportion of all 
farmers who worked off farm 1 or more days increased from 45 percent in 1950 
to 55 percent in 1954. 

To put this another, and somewhat more meaningful! way, there was a 4 per- 
cent increase in the number of part-time farmers (those who worked more than 
100 days off the farm per year regardless of income). And a 24 percent increase 
in the number of approximately full-time farmers who worked off their farms 
for 1 to 99 days during the year. 


Appendia table I 
[In thousands] 


Family farms (gross sales $250 t Industrialized agricultural production 
$25,000 unit gross sales $25,000 and more) 
Stat | | _ reat A ie % 
Change Cha 

1954 1950 ee =e 1954 | 1950 Se Ae ae 

Number) Percent | Number} Percent 

Arkansas = 85.5 131.2 25. 7 —23 3.3 l 1. f +44 
Colorado. - 28.8 32.8 —4.0 —12 2.7 3 —.§8 —23 
Idaho 28.9 30.7 1.8 —6 2.3 | 1.7 +. ¢ +35 
Mlinois_ 138. 2 153.8 —15.6 —10 9.6 6.9 +2.7 +39 
Indiana. __- 110.6 120. 6 —10.0 —% 4.5 | 2.3 +2.2 +96 
lowa__- 167.9 180. 4 —12.5 —7 10.3 43 +3.0 +41 
Kansas wal 98.8 108.8 | —10.0 | -9 3.6 3.6 0 0 
Kentucky- 22.0 133. 6 —11.6 9 8 1.0 —.2 —20 
Michigan... _- ‘ 96. 7 105, 8 —9. 1 -Y 1.5 | 1.0 4+ 5 | +50 
Minnesota_--- 143. 6 154.9 —11.3 -—7 3.0 2.2 +.8 +36 
Montana___- | 25. 1 28.2 —3. 1 —Ii1 2.6 | 1.8 +.8 +44 
Nebraska 89.8 96. 4 —6.6 —7 4.2 ; +-.7 | +20 
New Mexico 10.6 12.8 —2.2 —17 1.5 1.3 +.2 +15 
North Carolina : 180. 2 193. 0 —12.8 | —f 1.0 | wt +5 +100 
North Dakota 58.5 | 61.6 —3. 1 —§ 1.1 1.0 +. 1 +10 
Ohio = cat? 390. GF RET —12.2 -Y 3.0 1.8 +1.2 +67 
Oklahoma.- | 72.6 80.8 —8.2 —10 1.5 1.8 | —.3 —17 
Oregon ; 29. 1 32, 2 —3. 1 —10 3.1 2.2 +.9 +41 
Pennsylvania_.__- et a 79.6 86. 1 —6.5 | -% 2.8 | 2.1 +.7 +33 
South Dakota__- pa 58. 4 | 61.2 —2.8 | —5§ 1.5 | 1.6 —.1) —6 
Tennessee _ es oe ach | 123.9} 151.8 —27.9 —18 6 | 7 —.1 | —14 
Texas.... Laver aiiaad pissin 169.1 | 213.3 —44.2 —21 13.2 | 12.9 |} +.3 | +2 
Utah ; a 14.3 | 16. 1 —1.8 —11 8 9 —.1] —11 
Virginia 69.5 | 76.5 —7.0 | —9 1.9 | 1.6 +.3 | +19 
Washington. oy, 37.3 —6.6| —17 5.7 3.1 +2.6 +84 
Wisconsin... _.. 133. 6 | 144.7 —11.1 —8 | 1.5 1.1 +.4 | +36 
Weemineg....J.c:.....-. 8.7 | 9.5 —.8 —8 | 9 | 1.0 | awk —10 
The West__.__-. 254. 2 | 290. 9 —36. 7 —13 40.2 | 31.6 +8.6 +27 
, ae | 1,569.1 | 1,726.0 | —156.9 —9 | 58.7 4.8) +13.9 | +31 
The South__.- > ee 1, 369.4 | 1,581.6 | —212.2 —13 35.1 29.1 +6.0 | +21 
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Appendia table II 


{In thousands of farm units] 
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Livestock | 



































Cash grain Dairy | General 
State : pamereee 
| 

1954 1950 1954 | 1950 1954 | 1950 1954 1950 
SR rae 5 4 7 | vee 13 3 8 
a aac 5 9 3 | 3 13 12 5 6 
Edisto Sette eontesiasoriaie 8 7 7 6 5 6 7 s 
BE 0 (cht tbh hs iin ecb tinkes 69 60 13 16 44 51 16 25 
nin acuidinntinndsbecinne. 39 25 12 16 36 46 18 28 
NU sno naehacaiece itarenicescileaid 40 26 9 8 | 105 | 120 21 28 
SER Ee ae 4 41 8 9 | 25 37 13 22 
a 5 2 8 9 16 27 14 24 
In niewiinaninive sempnnnely 21 15 38 46 10 ll 15 19 
NE ee ee ble 34 25 50 50 28 36 28 38 
I os hori sliek Si aide 12 10 2 | 2 11 | 13 | 3 3 
DIOR. 5535. datbemebeocs 35 33 3 | 3 42 43 13 18 
en aie an atie! 0 0 0 | 0 1 1 0 0 
SONU IIIOD. <n accccnsenses 1 2 1} 1 6 6 1 1 
North Carolina 5 3 6 | 5 7 6 | 10 12 
OS eee 39 39 3 3 8 | 10 | s 10 
it athe eT 36 22 26 | 33 | 29 | 34 21 31 
Ne nchbinembobans 20 20 7 8 22 | 25 | il 17 
ial 4 4 6 7 6 6 | 5 6 
Pennsylvania.............--- 3 | 7 38 44 9 | 8 | 11 12 
South Dakota_.-...-.-.-.-.- 18 | 14 2 2 | 28 | 35 ll 12 
Tennessee....------..------- 3 2 15 15 | 7| 3B 14 22 
a ibis catia tence nant 14 17 8 9 | 48 | 48 17 23 
ee ce cosaabece tend 1 2 4 4 | 5 | 4 | 3 4 
ee caeeecemaean 3 2 s s 13 14 | 7 9 
RET ED 7 6 9 11 4 | 5 | 3 3 
li sdecaneessies 4 2 107 116 10 | ll 7 9 
a cmon wis 1 2 1 1 6 | 6 1 1 
I a 422 320 413 461 440 526 | 204 282 
WP oaks -ckckesnnosand 71 63 90 93 186 211 | 111 174 

| 
Appendiz table III 
{In thousands of farms] 
Relatively adequate family farms Inadequate family far™s (sales of 
(sales $5,000 to $24,999) less than $5,000) 
State Se ss i 

1954 1950 | Change 1954 | 1950 - Change 
CS SESS ne 18.1 13.7 +4.4 67.2 97.5 a 
I i te 14.1 16.6 —2.5 | 14.7 16,2 1.5 
a anh Si 15.9 14.8 +1.1 | 13.0 15.9 2.9 
i ee gee 83.6 85.9 —2.6 54.6 | 67.9 -13.3 
SN. nis da dncclahstatdensaaces 52.6 47.9 +4.7 58.0 72.7 1 —14.7 
Na i 112.0 112.1 —0.1 55.9 68.3 —12.4 
De Eel 48.6 43.2 +5. 4 50. 2 65.4 | —14.8 
NL cisn cect teonweminee 19.5 18.0 | +1.5 102.4 | 115.6 —13.2 
II. winngnt ddd deena 33.4 7.3 +6.1 63.3 | 78.6 —15.3 
NI SS Fick cninida tunica’ 70.5 73.5 —3.0 73.1 | 81.4 | —8.3 
SESE es 14.7 14.4 +0.3 11.4 | 13.8 —2.4 
I 50.8 48.4 2.4 39.0 | 48.0 —9.0 
gL rere 4.3 5.3 —1.0 6.3 | 7.5 —1.2 
North Carolina.............-- 33. 4 19.9 +13.5 146.8 | 173.1 — 26.3 
OT gS a eae 25.8 29. 2 —3.4 32.7 | 32.4 +0.3 
Re Soe ee Lae 52.2 45.6 +6. 6 68.2 | 87.2 | —19.0 
| te 23.1 25. 5 —2.4 | 49.5 | 65.3 | —15.8 
> Napa: 13.4 12.6 | +0.8 15.7 | 19.6 | —3.9 
Paneasivenia..............<.-. 34.8 33. 4 | +1.4 44.8 | 52.7 | —7.9 
South Dakota_-..........---- 30.5 30.5 | 0 27.9 30.7 | —2.8 
RR 12.2 11.0 | +1.2 111.7 | 126.5 | —14.8 
emus 57.1 72.5 —15.4 112.0 140.8 | —28.8 
aa 5.8 6.2 —0.4 8.5 | 9.9 | —1.4 
I 12.3 11.4 +0.9 57.3 65.1 | —8.2 
dg 14.8 14.8 0 15.9 | 22.5 | —5.6 
SS 58. 2 56. 1 +2.1 75.4 88. 6 —13.2 
EE ition tuvecnnins cadence 4.5 4.8 | —0.3 4.2 | 4.7 —0.5 
I rd ee 129. 5 133. 5 —4.0 124.6 157. 4 —32 8 
SSS ae aia 765. 2 745.8 +19.4 803.9 980. 3 —176.4 
i SS SSS eer 260. 7 233. 1 +73. 4 1, 108.7 1, 348.6 — 239.9 
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Appendia table IV 


{In thousands] 






































100 days or Higher income part-time farms 
more work 
Working off-farm Part-time farms 
j off farm | Off farm 100 days off 
| } 
State | | 

| 1954 1949 1954 1949 1954 1950 1954 1949 1954 1949 
Avion... ....- 68 73 40 | 38 | 20 27 48 46 20 11 
Colorado-__-_._....-} 18 17 10 9 4 4 14 13 6 5 
Ee howe eee | 20 18 | 11 | 9 | 3 4 17 14 8 5 
SE Btccneoncesal 65 64 33 34 13 16 52 48 20 18 
SER en scskiieic 75 69 51 46 18 21 57 48 33 25 
I = a crtietin ste amie 61 51 | 21 | 19 7 8 54 43 14 ll 
ID Sx cccsintanstion 52 60 | 25 | 29 | 9 9 43 51 16 20 
Kentucky--....--.. 79 77 45 | 46 24 26 55 51 21 20 
Michigan. --..-...-.- 76 71 | 55 48 21 24 55 47 34 24 
Minnesota. --.....-| 60 53 | 25 22 10 1l 50 42 15 1l 
TROGeeOe ........-. | 11 12 | 6 5 2 2 9 10 | 4 3 
Nebraska- - ---- uel 30 25 9 8 3 4 27 21 6 4 
a | 1 1 1 SS a a 1 1 1 1 
New Mexico.__._- | 10 10 7 6 3 3 7 7 4 3 
North Carolina- -. . 1li 97 67 60 | 28 28 83 69 | 39 32 
North Dakota_--._. 15 15 4 5 | 1 1 14 | 14 3 4 
aS aes 91 89 66 63 25 28 66 | 61 41 35 
Oklahoma....-__.- 62 | 61 41 33 | 20 20 42 41 21 13 
ME corti os 32 34 23 24 | 9 10 23 24 14 14 
Pennsylvania. - ___- | 69 72 50 54 20 23 49 49 30 31 
South Dakota_--_--_| 17 16 4 5 1 2 16 14 | 3 3 
Tennessee... ..-.--| 94 86 58 52 34 35 60 51 24 17 
EE maine 143 135 | 93 105 46 40 07 89 47 65 
eens... to... | 15 13 10 9 4 4 11 9 6 5 
Virginia............ 69 67 4 48 | 22 21 47 46 27 27 
Washington... ____- 39 38 30 28 | 10 12 29 26 20 16 
Wisconsin......_-.- ] 61 58 31 27 9 ll 52 47 22 16 
Wyoming-.-........- 5 4 2 2 | 1 1 4 3 1 1 








Mr. Suieman. In conclusion, gentlemen of the committee, let me 
say that we are here struggling with one of the most challenging prob- 
lems of our time, but it seems to us that we ought to have the in- 
telligence in this great country of ours to somehow find the means of 
distributing the great abundance which modern science and technology 
have made possible. All that is required is buying power in the 
hands of every family. It is our belief that this lack of buying power 
comes as a result of many people’s inability to bargain for a fair 
wage for their labor or a fair price for their product. 

Let me drive home this point, gentlemen, that the very people 
whose incomes would be raised by the passage of S. 1267, are the 
very people who can eat up Mr. Benson’s “burdensome surpluses” 
and take us another step on the road to abundance for all. 

Again, we appreciate very much this opportunity to present Na- 
tional Farmers Union’s point of view before this committee. 

Senator Kennepy. Senator Allott. 

Senator Atiorr. May I ask you, did you ever operate a farm ? 

Mr. Suipman. Yes. I operated a ranch in Montana for 25 years. 

Senator ALtorr. When did you leave that ranch ? 

Mr. Suipman. About 3 years ago. 

Senator Attorr. Did you operate it successfully ? 

Mr. Sureman. Yes;I think so. I improved its conditions—in fact, 
I developed it practically from a raw land up to a ranch that was 
worth about $100,000. I lived through the 1930’s on it, and made 


it go somehow. So I am familiar with what it takes to make a 
ranch go. 














646 MINIMUM WAGE PROTECTION 


Senator Atxorr. Now, I am very interested in some of these things. 
Do you know what the annual wheat consumption was in 1950-52 in 
the United States ? 

Mr. Sureman. Well, I couldn’t quote the figures, but I think I 
know in general what you mean, that we don’t eat all our wheat in 
the United States. 

Senator Atxorr. I mean something more than that. It was around 
550 million bushels. Do you know what it was in 1955 and 1956? 

Mr. Sureman. I couldn't quote those figures offhand; no. 

Senator Atxorr. Do you know that in relation to this farm surplus 
that the overall consumption of wheat has not increased materially in 
the United States even though we have increased our population tre- 
mendously in the last 15 years? 

Mr. Sureman. I don’t think that the—— 

Senator Atxorr. And that the American consumption of wheat is 
going down? 

Mr. Sureman. I didn’t anticipate that they would eat the wheat 
directly, but wheat and all other grains are readily transformed into 
0 which is the thing which is much needed in the American 

iet. 

Senator Atxorr. Well, what would you say to these cattlemen who 
came in here last year and objected to the feeding of wheat to cattle? 

Mr. Surpman. Well, that would depend on the wheat. Now, the 
wheat that is raised in Montana is, of course, a high-quality wheat, 
but a great deal of the wheat raised in various States is feeding-quality 
wheat. 

Senator Axnxorr. But, as a matter of fact, most cattlemen, most 
ranchers object to feeding wheat, don’t they, particularly feeders? 

Mr. Suipman. Well, I wouldn’t say that generally. 

Senator Atiotr. Let’s put it this way. It is certainly not a pre- 
ferred feed. 

Mr. Sureman. Well, it is a good feed. 

Senator Atxorr. It is not a preferred feed. 

Mr. Sureman. Well, maybe not a preferred feed, but certainly it 
will fatten the cattle as well as other animals. It is probably better to 
— it as a feed, that is what I used to do, I used to feed some wheat, 

arley. 

Senator Attorr. Now, I understood you, then, to say—and it is the 
position of the Farmers Union—that every man who is employed as 
an agricultural worker is worth $1 an hour and should be paid $1 an 
hour regardless of his productivity. 

Mr. Sureman. Well, I don’t think I said that in the statement, and 
I would want to examine rather carefully just the implication. 

Senator Atrorr. That is what you have said in the statement, that 
you want a dollar an hour applied to every agricultural worker, and 
the only people that are exempted under S. 1267 would be those who 
come in a category of less than 400 man-days per quarter. 

Mr. Sutpman. I think it would be very beneficial to the economy 
and to the standard of living in general for everybody to have wages 
at a floor of a dollar, in agriculture and everywhere else, and I am not 
throwing out these exemptions which are contained in Senator Morse’s 
bill. 

Senator Atxorr. It is really your position, isn’t it, or it is the posi- 
tion of your organization, that there shouldn’t exist these exemptions? 
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Mr. Suupman. No; I wouldn’t say that. We are urging enactment 
of Senate bill 1267, Senator Morse’s bill, which still has certain 
exemptions. 

Senator Atiorr. Yes. But if I read your statement at all, the only 
conclusion that I can come to is that you are really sorry that there 
are even those exemptions in there-—— 

Mr. Sureman. No—— 

Senator Antorr. Because you feel that, regardless of output, re- 
geet of their productivity, everyone should be paid a dollar an 

our? 

Mr. Surpman. I don’t think I said that exactly, but I think the dol- 
lar an hour should be the minimum; I don’t think it should apply to 
the family farmer as such. The exemptions which are contained in 
there which apply to him, and the small amount of labor which he 
hires, is what I am referring to, but I think the dollar an hour 

Senator Artorr. Certainly, you don’t consider that the man who 
hires 400 man-days of labor a year, or a quarter, is outside of the class 
of a family farmer; do you? 

Mr. Surpman. I think it would be a pretty big operation, as far as 
I can make out. 

Senator Attorr. What about your vegetable farmers, what about 

our fruit farmers, what about your cantaloups, your melons, your 
rries; what about those people ? 

Mr. Surpman. I think they would be pretty big operations even 
so, they would be so-called factories in the field. You have got to 
draw a line somewhere, and we are for doing it where Senator Morse’s 
bill says it is. 

Senator Attorr. Well, you are not the first man who has testified 
here to having had a large operation. I have lived in a farming 
area for 27 years, and in my experience it isn’t a big operation, it 
would still be a family sized operation. 

Mr. Surpman. Well, I am more familiar with Montana and Colo- 
rado and that area, although I have seen the others—— 

Senator Attorr. I am from Colorado. 

Mr. Surpman. We have members in the other States, and that is 
the program that we are for. I don’t pretend to know the complete 
details of all agricultural operations. Our Farmers Union program, 
under which this testimony was prepared, was passed at our last con- 
vention, at which there were farmers from all of these States. 

Senator Attorr. Do you know how many of these so-called factory 
farms we have in the United States? 

Mr. Surpman. Yes. I have studied the statistics to a certain extent. 
I know the one that was quoted in some of this other testimony and 
which appears in the statistics. It is about 134,000, if you draw the 
line at a gross production of $25,000, but I would like to point out that 
they control over a fourth or around a fourth of all the land in the 
United States, or I mean a fourth of the production. In considera- 
tion that there are millions of farmers, those few, 134,000 if they con- 
stitute a fourth of the production, they would be pretty big operations. 

Senator Atiorr. Now, isn’t it true, Mr. Shipman, that $25,000 pro- 
duction from a quarter section of good irrigated land in normal times— 
I mean in normal weather times—would apply to a great, great many 
of our farm family places? 
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Mr. Sureman. I don’t know of such. TI know I had 1.320 acres—— 


Senator Atiorr. You say you know Colorado? Do you know the 
Platte Valley? 


Mr. Sutpman. No. 

Senator Atiotr. Do you know the Arkansas Valley ? 

Mr. Sutpman. I am not familiar with that. Montana is—— 

Senator Atiorr. Do you know the Grand Valley in Colorado? 

Mr. Suteman. No. 

Senator Atxtorr. Those are typical of our irrigated lands in Colo- 
rado. Yousay youknowthem. A $25,000 income in normal weather 
conditions—I am not talking about our drought situation now, but in 
normal weather conditions—is not an excessive income per quarter for 
a good irrigated piece of land. Certainly a quarter of a section of 
land is not beyond the family-sized farm. 

Mr. Sutpman. I don’t think you can classify it by quarter sections 
of land very readily. I think the number of employees would be a 
much better criterion of how big it was. 

Senator Atxorr. You are talking about family farms. You are 
saying that the criterion isemployees. A man grows up on a farm with 
his family and he has three husky boys who work and help run the 
farm, he doesn’t come within this, but the man who is across the road 
farming the same kind of a farm, farming the same acreage, raising 
the same crops, would come under it upon the employee basis. I sub- 
mit that, considering the relationship of the acres to the type of farm- 
ing, that is a much better criterion, if you want to get into that, then 
this artificial thing of 400 man-days per quarter, which is something 
that somebody dug out of the thin air and put in a bill, and has no 
practical application whatever. 

Mr. Snrpman. Well, I would hate to disagree but everybody is en- 
titled to their own opinion, I think. 

Senator Atrorr. Mr. Chairman, I would like to go into this quite 
a bit more completely, but we have a lot more, I realize, and I will 
therefore pass on to the next witness. 

Senator Kennepy. Do you have any additional figures on these 
134,000 farms producing one-fourth of the agricultural production 
in America? What percentage, say, would half of those farms 
produce ? 

Mr. Suteman. I don’t have in my mind offhand those statistics, but 
they are readily available. 

Senator Kennepy. What percentage do the top 10,000 farms pro- 
duce? 

Mr. Suipman. I just couldn’t quote those. Those are so detailed 
that I guess you would have to be one of the statisticians over at the 
Department there in order to know that. But I am sure that there are 
statistics which tell that. 

Senator Kennepy. You couldn’t tell me what percentage of the 
Government subsidy goes to the top 25,000 farms, could you? 

Mr. Sutpman. No, I couldn't. 

Senator Kennepy. To your knowledge, do they receive a rather 
large percentage? 

Mr. Sutpman. They are large farms, of course, but I think there 
has been a limitation on some of the payments from the Government, 
but some of the large farms do receive, of course, large amounts from 
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the Government. And we have always deplored that, and we have 
always felt that there should be a top limit on all of these payments to 
encourage the family farm. We believe wholly in the family type 
farm and would like to see it protected and kept as being one of the 
best ways of life which affords more freedom and real free enterprise 
opportunity for people than any other system that we know of. And 
that is one of the fundamentals of our organization—to try and 
save what family farms we have got. And goodness knows, they are 
going out of the picture too fast. And we feel it is in large part due 
to the pressure from these large operations which i people at 
very low wages because we have to work for practically the same as 
they do, if we are a family farmer. 

Senator Kennepy. The family farmer has to—— 

Mr. Suipman. We have to compete with the labor that is getting 
50 or 60 cents an hour, because we perform most of the work that goes 
on on our own place. So we are in direct competition with the low- 
paid worker. 

Senator Kennepy. Now, the question that Senator Allott was won- 
dering about was their productivity. You can’t pay them a dollar if 
they are not producing a dollar plus profit. 

Mr, SuipMan. Well, I think in consideration of how far a dollar 
goes these days that a dollar isn’t too much. 

Senator Kennepy. You feel that they are producing it? 

Mr. Suipman. Well, let’s suppose that one doesn’t produce as much 
as another, his family still is entitled to a chance to eat and a chance 
to have the things that you have to buy for a family with your income. 

Senator Kennepy. If he didn’t, the employer might discharge him, 
and get somebody else. 

Mr. Suipman, That is a condition which exists whether it is a dollar 
or $1.25, and also the better workers are displacing the poor ones, 
of course. 


Senator Kennepy. I suppose your point is that the better workers 
will get more than a $1? 

Mr. Sutpman. Sure, the better workers naturally go on to better 
jobs, they go up the ladder. But there ought to be a minimum stand- 
ard of living, below which no one should fall. In this country, it seems 
to me, with food rotting in bins—here it is, with so-called over pro- 
duction, and so on and so forth—we don’t feel that’s what it really is. 
We think that the people should eat—that it is really under consump- 
tion—and they can’t eat very well on a $1 an hour. The food con- 
sumption from all the studies that we can find, would go up a great 
deal, especially of the protein foods, and the more expensive foods if 
these low income people’s wages were raised a little. Their consump- 
tion of food would go up very materially, as much as a half. 

Senator Kennepy. Thank you very much. 

Senator At.orr. I have a couple of more questions. 

Mr. Shipman, a man who has a $25,000 income from an irrigated 
farm, or from a farm as distinguished from a ranch in an area which 
does not use irrigation would net about $6,000 out of that income, 
wouldn’t he? 

Mr. Suipman. That would depend on a lot of things. I wouldn’t 
want to say you could net anything. It depends on the farm prices 
and the conditions from year to year—I am most familiar with my 
own operations. I had 1,320 acres and 100 acres was good ground 
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and the best year that I ever had, even during the best years I had 
$15,000 gross income. Now, that wasn’t exectly intensive agricul- 
ture. 

Senator Atxorr. Now, I don’t want to pin you down, or try to ask 
you unfair questions, but $25,000 gross income, I think you will agree, 
would do well if it produced for a man who had good farming land, 
either irrigated or not, would do well if it produced him $6, 000 net 
would it not ? 

Mr. Surpman. Well, I wouldn't want to make a statement on that, 
because farming is so varied—let’s say 

Senator ALLorr. Well, would it produce him $8,000 in your opinion ? 

Mr, Suipman. I think at least anybody who has got that much gross 
income can pay a decent wage. 

Senator Atiorr. Now, will you tell me how much would a $25,000 
gross income—you suid that isn’t exactly a family-sized farm any 
more—how much net will that produce? 

Mr. Suieman. I didn’t say that wasn’t a family-sized farm neces- 
sarily. 

Senator Atiorr. You have classified everything above $20,000 as a 
large factory farm. Now, how much will $25,000 net, the average 
farmer or the average r ancher # 

Mr, Surpman. I didn’t classify everything above $25,000 as a large 
factory farm, I said that that was the line which these statistics drew. 

Senator ALtuorr. Who made up these statistics 

Mr. Surpman. I don’t think you could use $25,000 income. 

Senator Atiorr: I believe those statistics were attached to the AFL-— 
CIO statement, were they not ? 

Mr. Suipman. No, those statistics came from the Farm Bureau 
statement. 

Senator Atnorr. Did they come from there ? 

Mr. Suipman. Yes, and they are available right out of the Depart- 
ment of Agriculture statistical records. 





Senator “ALLOTT. You will not say, then, that you would consider 


the average net to be on a $25,000 gross income ? 

Mr. SHIPMAN. There might not be any net under prevailing farm 
prices—I am not going to say how much net inc ome a farmer is going 
to get from a certain gross income, because the price structure and all 
of those things, cost of production, enter into it. 

Senator ALLorr. Your organization didn’t support, did it, limitation 
upon soil bank payments last year ? 

Mr. Sureman. I don’t recall, 1 wasn’t here at the time in Wash- 
ington. I have only been down here in this particular position a short 
time. I was in Denver at the time and wasn’t paying too much atten- 
tion to just that phase of the work. 

Senator Attorr. Well, I want to make it perfectly clear, I did. And 
I would be very much interested in what your organization’s viewpoint 
was toward limiting soil-bank payments last year 

Mr. Sutpman. You mean above a certain limit ? 

Senator Atiorr. Limiting them according to the farm of the indi- 
vidual ? 

Mr. Sureman. Yes, I think wedid. I think we did because we are in 
favor of limitations of payments to farmers above family size, if that 
is what you mean. 
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Senator At.orr. I am talking about soil-bank payments last year, 
the soil-bank bill, the Agricultural Act of 1956. 

Mr. SuremaNn. | am not familiar with just which bill or what pay- 
ments you are referring to. 

Senator Auvorr. That is all, Mr. Chairman. Thank you. 

Senator Kennepy. We appreciated very much, Mr. Shipman, hav- 
ing your testimony. 

Mr. Surpman. Thank you. 

Senator Kennepy. The next witness is Mr. George Burger, vice 
president, National Federation of Independent Business. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C. 


Senator Kennepy. It is a pleasure to have you here, Mr. Burger. 

Mr. Bureer. Thank you, sir. 

1 am George J. Burger, vice president in charge of the Washington 
office of the National Federation of Independent Business. I am 
appearing here solely for the membership of the federation. 

We represent independent business and professional people in all 
vocations. Our membership is nationwide. We have the largest di- 
rectly supporting membership of any business organization in the 
country. Our members control directly our stand on legislation. 

Our nationwide membership was polled, through the ‘Official publi- 
cation of the federation, the Mandate, on the subject matter now before 
your committee for consideration, and the results of that poll were 

42 percent for, 54 percent against, and 4 percent no vote. 

This nationwide pool was made during the past 12 months, and 
following out the instructions of our nationwide membership, we are 
committed to oppose the extended coverage of minimum-wage pro- 
tection. 

On May 18, 1956, in a telegram message filed with your committee, 
then holding hearings on the same subject matter (the full text of 
which message appears on page 654 of the printed hearings, May 
1956) we said in part: 

We would urge your committee in its present study of wage and hour extended 
coverage to ake a thorough survey of the administration of the present law to 
see that undue hardships are not created through improper interpretations at 
the local level and that when the rule is applied at the local level it should apply 
to all in an area in a particular business, and all such businesses should be so 
notified, and before any interpretation is placed as to whether a certain line of 
business comes under the Wage and Hour Act there should be a commonsense 
approzch to what constitutes interstate business, in the full sense of the word. 

We wish to reaffirm the opinion expressed as quoted above. 

Our concern as to application of the wage and hour law at the local 
level is exemplified through communications we receive from our na- 
tionwide membership, and in this connection I quote in part from a 
letter received from an independent small-business man in the State 
of Louisiana as recently as February 26, this year: 

Is it possible for Congress to investigate the operations of the Wave and Hour 
and Public Contracts Division of the United States Department of Labor? In 
my opinion and the opinion of other businessmen, it operates as the “Gestapo.” 

Rather than pay attorney fees, et cetera, to fight, we businessmen have sub- 


mitted to their outrageous persecutions. It seems that the investigator’s word 
is law, and he is the judge, jury, et cetera. 
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I have just had a session with one “Blank” who states that we have five 
noncompliances. I advised that in my opinion we were complying with the law, 
and requested a written charge of noncompliance so as to enable us to obtain 
legal advice as to our position. His statement was to the effect that he had 
never been asked for a written charge and if I did not agree to his verbal dictate, 
he would make noncompliance charges. 

We now await his actions. 

I have previously been advised that their authority was such that it would be 
wise to make the best deal I could. Is such a condition in conformance with 
one’s constitutional rights? 

And from a communication received from another small-business 
man in the State of Kansas under date of February 28, this year, we 
quote: 

I have been reading lately of a move to compel all small retailers to comply 
with the wage-and-hour law. 

As an actual matter of fact, most retail growers are probably paying the 
minimum wage or more. 

Personaliy I object to the rules and regulations which go with the wage-and- 
hour law. 

When this law first became effective it was seen by Congress that it just 
didn’t fit small business, a business employing 2 or 3 people. 

Isn’t the intention of “Blank” to make things so tough that a lot more small 
grocers will quit and increase the unemployment problem or is it a fact that 
what might be good for the State of Pennsylvania might not be good for our 
Midwest country at all. 

Bear in mind, Mr. Chairman, these communications come to us 
unsolicited ; and, furthermore, it may be found that the great majorit 
of our membership nationwide is comprised of businesses independ- 
ently owned and operated in the retail field, and ordinary common- 
sense and good business judgment would require an employer to keep 
his employees happy and treat them as a part of his business, or 
otherwise that employer is kidding himself and bringing on his own 
ruination. Small, independent business-establishment owners do 
not need any State or Federal laws to guide them in their relations 
with their employees. I am referring to the majority of independent 
small-business men—and, let it be understood, we are not speaking for 
chain-store operations, but, on the other hand, are speaking for the 
real foundation of our free-enterprise system—the independently 
owned and operated establishments in all lines of industry. 

Mr. Chairman, I just want to say this much: that I, too, owned and 
operated an independent business for better than a quarter of a 
century, and I had 10 or more employees in metropolitan New York. 
And these employees have got to be part of an employer’s operation 
or he is going to face ruination unless he has their loyalty and good 
will. 

Senator Kmennepy. Mr. Burger, it is a pleasure to have you here. 
We know you have represented your members effectively. 

Mr. Burcer. I just want to say this in conclusion. Small business 
is facing a life-or-death struggle, largely due to the failure of the 
administrations over the past 35 years to vigorously enforce the 
antitrust laws. They are also urgently in need of some tax relief, 
which both political parties promised us in Chicago and San Fran- 
cisco. We think there is no reason to add any other hardships to 
the independently owned and operated small retail establishment. 

Senator Kennepy. We appreciate your testimony very much. 

Mr. Bureer. Thank you. 
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Senator Kennepy. The American Transit Association, Mr. M. M. 
Malmer, chairman of labor relations committee, Washington, D. C. 


STATEMENT OF M. M. MALMER, CHAIRMAN OF LABOR RELATIONS 


COMMITTEE, AMERICAN TRANSIT ASSOCIATION, WASHINGTON, 
D. C. 


Mr. Maumer. I am M. M. Malmer, executive vice president of Akron 
Transportation Co. and vice president and general manager of Youngs- 
town Municipal Railway Co., who, as chairman of the labor relations 
committee of the American Transit Association, appears before your 
committee to present the transit industry’s position with respect to 
S. 1267 and similar proposals. 

We have a complete statement here, sir, and attachments. We think 
it is reasonably age and, if you won’t mind, we will just make a few 
key points and have this go in the record. 

Senator Kennepy. That is fine. 

Mr. Marner. I also have a statement which was prepared for the 
benefit of the Congressman representing the Oshkosh, Wisconsin, area, 
and it very clearly demonstrates the plight of the small transit com- 
pany which is caught in a squeeze between the climbing volume of 
business and increased costs. And the costs of this change in the 
exemption would run $11,600, and it might be the straw that breaks the 
camel’s back. 

I would like to present this. (See also p. 1162.) 

Senator Krennepy. Very well. 


(The prepared statement and attachments of Mr. Malmer follow:) 


STATEMENT OF M. M. MALMER, REPRESENTING THE AMERICAN TRANSIT ASSOCIATION 


Mr. Chairman and gentlemen of the committee, I am M. M. Malmer, executive 
vice president of Akron Transportation Co. and vice president and general man- 
ager of Youngstown Municipal Railway Co., who, as chairman of the labor 
relations committee of the American Transit Association, appears before your 
committee to present the transit industry’s position with respect to S. 1267 and 
similar proposals. 

The American Transit Association is a voluntary trade association comprising 
in its membership companies transporting passengers by rapid-transit cars, street- 
cars, motorbuses, and trolley coaches in urban, suburban, and interurban service. 
These member companies handle over 80 percent of all transit riders in all parts 
of the United States. 

At the present time the employees of these companies are exempt from the 
provisions of both sections 6 and 7 of the Fair Labor Standards Act of 1938, as 
amended, relating to maximum hours and minimum wages, the same as em- 
ployees of other transportation industries. This exemption is provided by sec- 
tion 18 (a) (9), which reads as follows: 

“Any employee of a street, suburban, or interurban electric railway, or local 
trolley or motorbus carrier, not included in other exemptions contained in this 
section.” 

This statement is presented on behalf of many members of the American 
Transit Association, in support of the aforementioned exemption relating to 
maximum hours and in opposition to any proposals which would eliminate that 
exemption. 

We take this opportunity to confirm the position which has been taken since 
the Fair Labor Standards Act was enacted in 1938 and which has been fully 
recognized up to now by all concerned, including Congress. The present exemp- 
tion of local transit employees is well founded, is in accordance with sound 
concepts with respect to interstate commerce, is required by the pattern of 
operations in the transit industry, and is based upon an established and here- 
tofore recognized need. We are, therefore, completely opposed to the removal 
or alteration of this exemption. 
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The transit industry has consistently shown, and we now show, that the 
industry has a unique position with respect to wage and hour legislation, because 
it is affected by totally different and distinctive circumstances, including the 
following: 

1. The transit industry is composed of more than 1,400 companies of widely 
varying size whose operations are local or confined to an area, and which are 
practically never competitive with each other from either a service or a labor 
market standpoint. 

2. Local conditions on transit properties vary greatly. Union contracts cov- 
ering more than 75 percent of all employees in the industry each reflect different 
and distinctive local conditions. Industrywide bargaining as practiced in the 
railroad and other industries therefore cannot be practiced, and is not being 
practiced, in the transit industry. 

3. Transit is a service industry whose opportunities for reducing manpower 
requirements through technological improvements or automation are extremely 
limited. Since approximately 60.6 percent of its gross revenues are paid out 
in wages, exclusive of the cost of such items as pensions, insurance, social 
security, and unemployment taxes, increases in transit labor costs exert a 
greater influence on total operating costs than in any but one other major 
industry. 

The transit industry has every intention of paying wages as high as the 
traffic will bear. However, we contend that the increase should not go, in any 
event, beyond the $1 present minimum. 

We will not now take the time to express our fundamental view that the matter 
of minimum wages likewise is for collective bargaining instead of Government 
edict. Raising the present $1 legal minimum will require upward adjustments 
in some jobs in some areas because of manpower competition with other indus- 
tries. The difficulties which may be caused by necessary adjustments in our 

rage structure in order to correct inequities resulting from a higher minimum 
wage are difficulties we shall face and try to meet, and the burden will fall 
especially hard on the smaller transit companies which are now struggling for a 
very necessary existence. 

Congress previously agreed that our industry should not be made subject to 
a fixed workweek, and the need for maintaining flexibility with respect to our 
workweek is even greater today, especially if minimum wages are to be in- 
creased. A comparison with production industries shows that the transit 
industry pays out a higher percentage of its net sales in the form of wages 
and salaries. The need for continuing the present exemption is greater today 
than ever before. 

4. The transit industry is restricted in what it can do to meet the heavy 
cost of complying with minimum wage and maximum hours’ regulations be- 
cause— 

(a) Its rates or fares are fixed or controlled by public authorities or 
written franchises and can be changed only after extended public hearings 
or public referenda : 

(b) Increases in transit fares are undesirable from the standpoint that 
those least able to pay higher fares are most dependent upon transit vehicles 
for daily transportation ; 

(c) Experience has continually shown that transit patronage falls off 
following increases in fare, and sooner or later the point of diminishing 
returns will be reached: and 

(d) To meet the public need, transit service must be provided continu- 
ously 16 to 24 hours each day, with much of the riding concentrated during 
morning and evening rush hour periods of about 2 or 2% hours each. 
During evenings, as well as on weekends or holidays, transit riding in many 
cities, especially the smaller ones is extremely light. 

The broadest possible interpretation has been given the present act from 
the standpoint of its coverage, and if the present exemptions covering transit 
employees found in section 13 (a) (9) were to be eliminated, there is no ques- 
tion but what the minimum wage and maximum hours’ provisions of the act 
would be applicable to all transit employees except those employed by the ap- 
proximately 40 publicly owned and operated transit systems previously men- 
tioned. 

We have already referred to the fact that there are over 1,400 local transit 
systems in the United States. Nearly all have union contracts and each reflects 
a local situation. Literally no two are alike, and each one has special operating 
problems governed by local conditions and area wage rates. To force all such 
contracts to conform to a single national pattern, both as to wages and hours, 
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is unwise and impractical. It would strike a crippling blow at the process of 
collective bargaining which, in recent years, has resulted in greater and faster 
improvements in wages, hours, and other working conditions than had occurred 
in several decades preceding. 

Rarly in 1949, when bills providing for the elimination of the exemption cover- 
ing transit employees were under consideration, the operating employees of 
some privately owned transit companies had a 40-hour workweek, and the 
nonoperating employees of a somewhat larger group of privately owned transit 
companies also had a 40-hour workweek. 

Since early 1949, the workweek of operating employees of privately owned 
transit companies in approximately 50 additional cities and some suburban 
areas has been reduced to 40 hours. During this same period, the workweek 
of the nonoperating employees of privately owned transit companies in a some- 
what larger list of cities and suburban areas has also been reduced to 40 hours. 

There are approximately 40 cities in which the dominant transit system is 
publicly owned and operated, and cities like New York, Chicago, Detroit, Cleve- 
land, Boston, San Francisco, and Seattle are in this group. The employees of 
these publicly owned systems, which represent nearly 30 percent of the total 
employees in the industry, are not subject to the provisions of the Fair Labor 
Standards Act. However, both the operating and nonoperating employees of 
the publicly owned transit systems in these larger cities are, with one or two 
exceptions, working a 40-hour week. 

Generally, both the operating and nonoperating employees of privately owned 
dominant transit systems in the larger cities have a 40-hour workweek. How- 
ever, in the case of privately owned transit systems in both the smaller cities 
and suburban areas of our larger cities, the workweek, particularly of operating 
employees, is in excess of 40 hours in the great majority of instances. 

Most transit companies today are barely making operating expenses despite 
increases in fares, which in many cases were granted only after prolonged de- 
lays during recent years. There is no cushion of profit to absorb the cost of 
maintaining a contractual workweek and still pay overtime after 40 hours. This 
is especially true of transit companies operating in the smaller cities and in 
the suburban areas of our larger cities, which now face financial and other 
problems of such a serious nature that in many cases their very existence is 
threatened. In fact, many small transit companies have completely abandoned 
operations during recent years, resulting not only in loss of service to the com- 
munity, but loss of jobs for employees. In cases where a substitute service has 
subsequently been provided either by the municipality or a private company, 
service is generally operated on a greatly curtailed basis. 

Forcing a 40-hour week for overtime purposes, in addition to higher wages if 
inequities result from raising the minimum, would create an unbearable situa- 
tion. Numerous smaller companies now have contracts which guarantee each 
week 6 days of work of 8 or more hours each day. Also several of the larger 
companies in the industry have found it impossible in collective bargaining to 
arrive at a 40-hour week due to operating conditions, indefiniteness of sched- 
ules (due to fluctuating demands) and desires of employees for higher take- 
home pay through a longer workweek. Imposition of a 40-hour week for over- 
time purposes could be borne only by— 

(a) The employees, in the form of reduced working hours and a resultant 
cut in take-home pay, or 

(b) The public, in the form of increased rates of fare and of transit 
service drastically curtailed or paralyzed by strikes, resulting from pay 
cuts and the collapse of present contracts, or 

(c) The companies and their owners, in the form of seriously impaired 
financial standing which in many cases could result in insolvency or bank- 
ruptey and great hardship to employees and the public at large. 

The Secretary of Labor in his testimony before your committee on February 
25, 1957, said: 

“The recommendation applies only to extending the scope of the minimum 
wage. It would not change existing exemptions from the overtime provision 
of the act. 

“For many of the enterprises (one of which is the employees of metropolitan 
transit systems)’ which would be covered under my recommendation the applica- 
tion of the overtime provisions to their employees presents peculiar and serious 
problems. The adjustment to both the minimum wage and the 40-hour week 


This insert ours but taken from p. 8 of the release of the Secretary of Labor’s testimony. 
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would be very difficult for many enterprises. Consequently, applying the over- 
time provision in this field requires very careful consideration.” 

At another place the Secretary said “* * * no change in existing exemptions 
from the overtime provisions is proposed * * *.” 

These significant statements by the Secretary of Labor confirm our contention 
as to the absolute impracticability of legislatively imposing overtime provisions 
on the transit industry. He opposes, as we do, any change in the existing situ- 
ation as to overtime. Continuing the exemption will afford time to try to ac- 
complish a 40-hour week by collective bargaining to the extent operating and 
local conditions permit. 

The desperate plight of many transit companies, particularly those operating 
in smaller cities, has already been made the subject of study by commissions 
appointed by the governors of several States, and in a considerable number of 
cases actual relief from burdensome and, in many instances, inequitable taxes, 
has been granted by both the States and municipalities. In fact, recognition 
was given to the problem by the 84th Congress last year, when it enacted Public 
Law 757, granting a franchise to the D. C. Transit System, Inc. The attached 
booklet contains a summarization of Public Law 757, details concerning nu- 
merous examples of tax relief granted to local transit companies by State, county 
and municipal governments, as well as a summary of actions taken by States 
and cities in appointing special commissions or committees to study and make 
recommendations concerning the local transit problem. 

In conclusion, we respectfully submit that sound and substantial progress to- 
ward the 40-hour week is being made through the process of collective bargain- 
ing as rapidly as local conditions in each situation will permit, and we urge that 
an opportunity to continue such progress be afforded by retaining in its present 
form the exemption covering local transit employees as set forth in section 13 
(a) (9) of the present act. 


SpecraL Report ofr LAw COMMITTEE, AMERICAN TRANSIT ASSOCIATION, NEW YorK, 
N. ¥., Re Pusirc Law 757, 84TH CONGRESS, AND RELATED MATTERS 


Fesruary 1, 1957. 


To the President and Members of the Board of Directors of the American Transit 
Association. 


GENTLEMEN: At the meeting of the board of directors held on September 20, 
1956, President Dittmar presented as part of his program for the association year 
the matter of a committee to promote the preparation of bills similar to Public 
Law 757 of the 84th Congress for use with State legislatures. The board was 
unanimous in its approval of such a project and suggested it might result in 
the preparation of a model bill which could be adapted in whole or in part to 
the situation in each State; and thereupon referred the project to the law 
committee. 

At the request of the law committee, association headquarters prepared an 
analysis of Public Law 757 which was submitted to each committee member for 
consideration prior to a meeting. A copy of this analysis is attached hereto 
and marked exhibit A. 

Thereafter, as soon as a convenient time could be arranged, a meeting of the 
committee was held which was attended by six members. However, this report 
has been submitted to each member of the committee for approval. 

At the committee meeting, there was a thorough discussion of Public Law 757 
and of the suggestion made concerning the preparation of a model bill for use 
with the State legislatures. The unanimous conclusion of the members of the 
committee attending the meeting was that it would be neither feasible nor 
advisable to attempt to prepare such a model bill. The committee felt it was 
not possible to draft a model bill because each State and each city has its own 
laws, ordinances and regulatory system and, to be applicable, any provision 
of a model bill would have to be related to the laws, ordinances and regulations 
which are peculiar to the particular State or municipality. Also in some States 
action has already been started to relieve transit companies from tax and other 
burdens. Under these circumstances, the most that a model bill could aceom- 
plish would be to suggest tax and other burdens from which transit companies 
should be relieved and this could be accomplished better by furnishing a report 
and analysis of what has already been done along these lines not only by the 
Congress, but also by the States and municipalities. 

It was thought that the factur of greatest importance to transit companies 
in the enactment of Public Law 757 was the recognition by Congress that mass 
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transportation is essential to the economic life of a municipality and that if 
this service is to be maintained at reasonable rates of fare, the operating com- 
pany must be relieved of tax and other burdens. 

The committee also noted that this recognition by Congress of transit’s essen- 
tiality and needs has been supported in the past by many municipalities and 
States through other actions granting relief of one type or another to individual 
transit companies. At our request, therefore, association headquarters has pre- 
pared a chronological list of all cases where relief has been granted, a copy of 
of which is attached hereto as exhibit B. Also association headquarters has re- 
east this analysis to show the same information codified according to the nature 
of the relief afforded and a copy of that compilation is attached hereto as ex- 
hibit C. 

There is one other valuable source of material for use by member companies 
in such activities. Within the past 18 months, a number of special independent 
committees have been appointed by States and municipalities to study the prob- 
lems of mass transit and to make appropriate recommendations where relief ap- 
pears to be necessary. In exhibit D attached to this report, there appears a 
compilation and analysis of such reports and activities to date. 

Your committee believes that the best way “to promote the preparation of bills 
similar to Public Law 757—S84th Congress” is to make available to the member 
companies the attached exhibits A, B, C, and D, and if your board thinks it 
advisable, the report of this committee. This will provide the members with the 
information and material for the drafting of legislation which will fit their own 
particular situation and, wherever it seems desirable, for the organization of 
State and local committees to study and make recommendations with respect 


to transit problems. Specifically your committee proposes the following course 
of action for member companies: 


AT THE STATE LEVEL 


(1) Organize all transit companies in the State to agree upon a program and 
to present a united front. 

(2) Present this program to the governor and other State officials. If the 
program is not accepted or the State officials want some backing, the governor 
can appoint a special citizens’ committee to study the problem and to make rec- 
ommendations. Such a committee would be similar to those appointed in Wis- 
consin, New York, Pennsylvania, Iowa, and Massachusetts. 


AT THE LOCAL LEVEL 


(1) Prepare a program and present it to the city officials. If the program is 
not accepted, press for the appointment of a citizens’ committee to study the prob- 
lem and make recommendations. 


GENERAL 


(1) Utilize to the maximum advantage possible, all of the factual material 
in the exhibits attached to this report. 


(2) Whenever additional statistical or other information is needed, call upon 
association headquarters for assistance. 
Respectfully submitted. 


Stephens L. Blakely, Frederick M. Broadfoot, Carmack Cochran, Ray 
M. Fey, Joseph G. Gorman, Powell C. Groner, R. T. Mitchell, 
Clarence D. Phillips, John E. Tarrant, D. A. Finkbeiner, Chairman, 
A. T. A. Law Committee 1956-57. 


Exnuipit A 
ANALYTICAL SUMMARY 
Pusiic LAw 757—S4TH CONGRESS 


CHAPTER 669—2p SESSION 
S. 3073 


(Nore.—This summary was prepared primarily to identify those sections of 
Public Law 757 which provide relief from taxes, imposts, ete. Such sections are 
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supplemented by figures in brackets indicating the amount of such taxes paid by 
the predecessor Capital Transit Co. during the calendar year 1955, or by other 
pertinent notations.) 


AN ACT To grant a franchise to D. C. Transit System, Inc., and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I 


Part 1—FRANCHISE PROVISIONS 


Section 1. (a) Specifies grantee of franchise, type of service permitted and 
operating area. Provides that the corporation is not exempt from any law or 
ordinance, rules or regulation of other governing authorities, State or local, or 
the Interstate Commerce Commission. 

(b) Wherever reference is made in this part to “D. C. Transit System, Inc.” 
or to the “Corporation,” such reference shall include the successors and assigns of 
the D. C. Transit System, Inc. 

: (c) As used in this part the term “franchise” means all the provisions of this 
art 1. 

Section 2. (a) Specifies term of franchise and reserves right of repeal for 
nonuse. 

(b) Waiver of claim by corporation for any damages for loss of franchise for 
any reason other than nonuse. 

Section 3. Prohibits competitive service, except where necessary for conven- 
ience of the public. 

Section 4. Provides that corporation operating as a private enterprise, within 
prescribed standards and rules of the Commission should be afforded an oppor- 
tunity to such a return as to make it attractive as an investment to private in- 
vestors, a return of at least 644 per centum after all taxes, on either the system 
rate base or gross operating revenues would be reasonable. Commission to 
encourage and facilitate shifting to gross operating revenue base as promptly as 
possible, but not later than August 15, 1958, if conditions warrant. Declared 
legislative policy of continuing interest in welfare of corporation and its investors 
if they provide good public transportation system with reasonable rates. 

Section 5. Provides for initial schedule of rates and procedure for adjustments 
of future rates. 

Section 6. Authorizes and empowers corporations to engage in charter and 
sightseeing services. 

Section 7. Provides for the conversion of rail lines to motor bus, the abandon- 
ment and removal of track and specifies term during which it should be ac- 
complished. 

Section 8. (a) Amends the District of Columbia Code to exempt mass transit 
from the public utility taxes and taxes imposed on stock in trade ($421,000 in 
1955). 

(b) 1. Exempts corporation from gross sales tax ($5,600 in 1955). 

2. Exempts corporation from Use Tax Act ($5,600 in 1955). 

3. Exempts corporation from excise tax upon the issuance of titles to motor 
vehicles. (No new vehicles acquired in 1955.) 

4. Exempts corporation from tax on tangible property (to same extent Capital 
Transit was so exempt). 

5. Exempts corporation from bus mileage tax. (Capital Transit also granted 
exemption in 1955.) 

Section 9. (a) Provides that corporation shall not, after September 1, 1956, 
pay any part of the fuel tax under the District Act requiring such tax. 

(b) This section: 

(1) Defines the basis of the term “G14 per centum rate of return.” 

(2) Provides for inclusion of all Federal income and District of Columbia 
franchise taxes (in determining net earnings) which would have been 
payable in the absence of write-off in connection with retirement of street 
railway property as contemplated in section 7. 

(c) As soon as practicable after the close of the fiscal year ending August 
31, 1957, and each subsequent fiscal year, the commission shall determine the 
extent, in whole or part, to which the corporation is liable for fuel tax. The 
abatement, if any, is amount of the taxes necessary to raise the corporation rate 
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of return to 614 per centum, if it is less than that after including the full amount 
of the fuel tax in operating expenses ($348,400 in 1955—note relief condi- 
tional). 

(d) (e) Provides for collection penalties and interest charges on delinquent 
payment of motor fuel taxes as determined under section (c). 

(f) Authorizes commissioners to issue certificates certifying corporation is 
exempt from puyment of District of Columbia fuel tax act. 

(gz) (1) (2) Provides for the abatement in whole or in part of real estate 
taxes if corpuration net operating income in previous year was insufficient, after 
giving effect to other tax relief, 'to afford it a 6144 per centum rate of return. 
This abatement of taxation is contingent upon the conversion to 100 percent bus 
operation or at such time as the commission may find that such program has 
been substantially completed (126,000 in 1955—note relief conditional). 

Section 10. (a) The corporation shall not be charged any part of the expense 
of removing, sanding, salting, treating or handling snow on the streets of the 
District of Columbia, except that the corporation shall sweep snow from the 
streetcar tracks at its own expense so long as such tracks are in use by the 
corporation. (Capital Transit also granted this exemption.) 

(b) Eliminates from the District of Columbia Code the provision requiring 
transit companies to keep their track clear of snow and ice, including an area 
2 feet exterior to track. (Capital Transit also granted this exemption.) 

Section 11. Permits merger or consolidation with other transit companies in 
Washington Metropolitan area, subject to approval of the commission. 

Section 12. By act of Congress, functions of the commission may be transferred 
to another agency. 

Section 13. (a) Authorizes corporation to issue securities with respect to acqui- 
sition of assets of Capital Transit, stipulates interest rate shall not exceed 5 
percent and aggregate principal shall not exceed cost of acquiring such assets. 

(b) through (e) Exempts the corporation securities’ transaction in the aequi- 
sition of the assets of the Capital Transit Co. from approval normally required 
under— 

(1) Interstate Commerce Act. 
(2) Any District of Columbia agency or commission. 
(3) Securities Act of 1933. 

Exxempts air carriers from the Civil Aeronauties Act of 1933 and the corpora- 
tion from the Interstate Commerce Commission Act requirements of approval 
before they may have or retain stockholders with controlling interest, officers 
and directors who serve in similar capacities with air carriers and the corpora- 
tion which is engaged in mass transportation in the Washington Metropolitan 
area. Also grants similar exemptions to persons under identical circumstances. 

Section 14. Specifies that the corporation becomes subject to and responsible 
for all liabilities of the Capital Transit Co. except those of dissenting stock- 
holders for the fair value of stock. Provides that no legal action shall be abated 
in consequence of the provisions of this section. Reserves for the corporation, 
the right of substitution for Capital Co., in any litigation at the discretion 
of the court, agency, or commission involved in the action. 

(Notre.—Title I—Part 1 of P. L. No. 757 concludes with sec. 14; part 2 starts 
with sec. 21.) 


Part 2—MISCELLANEOUS PROVISIONS 


Section 21. Repeals the charter of the Capital Transit Co. Prohibits it from 
engaging in public transportation of passengers in the Washington Metropolitan 
area. Permits its continued corporate existence. 

Section 22. Fixes August 14, 1956, as the terminal date for the franchise of 
the Capital Transit Co. Failure of the corporation to acquire assets of the 
Capital Transit Co. by that date does not relieve it (the company) of any obli- 
gation to remove from the streets and highways as its own expense, all of its 
property and facilities and the restoration of such highways in accordance with 
previous agreements. Company is relieved of this responsibility upon the taking 
effect of part 1 of this title. 

Section 23. The powers and jurisdiction of the Publie Utilities Commission of 
the District of Columbia with respect to Capital Transit Co. shall cease and be 
at an end upon the taking effect of part 1 of this title. 

(Nore.—Title I—Part 2 of P. L. No. 757 concludes with sec. 23. Title II starts 
With sec. 201.) 
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TITLE II 


Section 201. Specifies the effective dates of part 1 and of title I of this act. 

Section 202. Allows the substitution of an alternate corporation if the corpora- 
tion has not acquired the assets of the Capital Transit Co. 

Section 203. In the event that part 1 of title I does not take effect on August 
15, 1956, the commissioners of the District of Columbia may authorize such mass 
transportation, under contractual agreements and until such date as may be 
necessary for the convenience of the public under rates, terms, and regulation 
recommended by the Public Utilities Commission and approved by the Commis- 
sioners of the District of Columbia. 

(Nore.—A memorandum showing the individual votes of members of the U. S. 
Senate on P. L. 757 is available on request to association headquarters. The 
bill was passed in the House by a voice vote and consequently there was no 
record of individual votes by the Representatives. ) 


ExuHrsit B 


Relief from taxes and imposts granted to local transit companies by State 
(province) and local authorities arranged chronologically 
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Re ei hash eeetea tae apstoncan aes ka eat sla echptennttl Atlas teal ateeteercait rce 3 2 
Ee wade Ni tine ce Pt Set 3 2 
Relea a rete ee ees aia ip elem etbecne i asd desert ewes ahentn eotwes t 2 
Sha A ee a soared a ese hen eaten e aatsbet mil seeded acnepeasiscdeiieecions 3 2-3 
te eo ee ats cei eine ait thiverdahineerein 6 3-4 
Ne nt ek ere Ric eben Aedes etinin pal nemes 17 4-6 
a sth a Rearbelanhdinkt heen apeicienn ns 37 6-8 
et ai he eh di ed de Dina x olan eee reine rureeengiee 19 8-9 
SIN ficleiecieh tc thelisiaetac richie scalars aoe aigietinandaiaeeDite aoe ates eiemech 49 9-14 
I sii titers nsticanietemenneens to aterm Ah ihe ainsi enim eves 31 14-16 
a ia eleaetiaeiameabeainetasi wit a erleres 2 17 


1 Relief actions affecting more than one tax or impost, by a single action of a city or State, 
have been counted as separate items for this statistical analysis. Attention is called to 
the fact that many of State legislatures are in session only every other year under normal 
procedure, with the even-numbered years predominantly the off years. 


RELIEF FRoM TAXES AND IMPOSTS GRANTED 
1947 
Metropolitan Transport Authority, Boston 

Metropolitan Transit Authority was created on August 29, 1947, by Chap. 544, 
Mass. Acts of 1947. 

Bus registration fees (Statewide).—Bus registration fees were reduced to $3 
per bus, after August 29, 1947 (Chap. 544, Mass. Acts of 1947). 

Personal Property Taxes and Motor Vehicle Excise Tages (Local tax reduction 
in cities and town).—Metropolitan Transis Authority became exempt from per- 
sonal property taxes, after 1947 (Chap. 544, Mass. Acts. of 1947). 

Metropolitan Transit Authority became exempt from motor vehicle excise 
taxes after August 29, 1947 (Chap. 544, Mass. Acts of 1947). (Source: Metropoli- 
tan Transit Authority’s reply to data sheet No. 602, received March 16, 1953.) 


1948 
Triboro Coach Corp., Woodside, N. ¥. 


Gross receipts tar.—Reduced from 7 percent to 5 percent in 1948. See pri- 
vately owned bus companies in New York City under year 1950. 


Portland Traction Co. 


Gross receipts tax.—City of Portland repealed a 2 percent gross revenue tax on 
April 11, 1948. (Source: Company’s reply to American Transit Association data 
sheet No. 602, received March 3, 1953.) 

Occupational Taz.—The company was relieved of this tax by the city from 
April 1, 1948, and tax was permanently suspended until further notice from 
January 1, 1949. (Source: Company’s reply to American Transit Association 
data sheet No. 611 received December 13, 1955.) 
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1949 
Chicago Transit Authority (State tax reduction) 


Vehicle registration fees.—In 1949 all State vehicle registration fees and license 
plates reduced from regular rates to $2 per vehicle. (Source: Chicago Transit 
Authority’s reply to ‘data sheet No. 602 received March 3, 1953.) 


Metropolitan Transit Authority, Boston 


State tax reduction: Permit for new buses.—Metropolitan Transit Authority 
became exempt from bus permit of $10 for each new bus placed in service—pay- 
able to Department of Public Utilities—after August 3, 1949 (ch. 572, Mass. 
Acts of 1949). 

Local tax reduction in cities and towns: Reali estate taxes and license fees for 
new bus routes.—Metropolitan Transit Authority became exempt from real estate 
taxes after 1949 (ch. 572, Mass. Acts of 1949). 

Metropolitan Transit Authority became exempt from license fees for new bus 
routes after August 3, 1949 (ch. 572, Mass. Acts of 1949). (Source: Metropolitan 
Transit Authority’s reply t o data sheet No. 602, received March 16, 1953.) 


1950 
Ohio (statewide) 


Gross receipts tax.—The Ohio Supreme Court ruled that a “street railway 
company” not operating on rails was a corporation and not a public utility. As 
a consequence the Ohio excise tax of 1.2 percent of gross revenue does not apply 
to companies operating trolley coaches or buses in the various cities. Certificates 
of abatement were issued refunding taxes paid from 1947 to 1950, inclusive. 
(Source: Various companies operating in the State, 1953.) 


Tennessee (statewide) 


Real and personal property.—The State real and personal property tax of $8 
per $100 of assessed value was discontinued by the State legislature as of Jan- 
uary 1, 1950. (Source: Knoxville Transit Lines’ reply to data sheet No. 602, 
received February 27, 1953.) 


Privately owned bus companies in New York City 


Franchise payments.—The New York State Legislature on March 23, 1950, 
passed a measure giving the city of New York full authority over the rates of 
fare charged by privately owned transit companies in that city. In subsequent 
years the board of estimate of the city of New York, an elective body having juris- 
diction over franchises within the city, has amended the franchise payments 
exacted from franchised transit companies within the city. 


1 

| Franchise payments as adjusted by resolution of the New York 

|Payments} City board of estimate(actual rates paid after return of moneys 
as re- held in escrow) 

| quired in \- 


Company name franchise | | coi} | a nS 
as origi- | From | From | From From | From | From 
nally | July1, | Apr. 27,| July 1, | Dec. 2, | Jan. 1, Jan. 1, 
granted 1952, to to June | to Dec. | to Dec. to Dec. a Dee. 
| Apr. 26, | 30,1953 | 1, 1953 | 31, 1953 | 31, 1954 | 31 , 1955 
1953 | | | 
| } | | |_ 
Avenue B and East Broad- | Percent | Percent | Percent | Percent Percent | Percent Percent 
way Transit Co., Ine | 10 | 0 3 | 3 | Wwofl| 4 | 2 
Fifth Avenue Coach Co.! 5 | 144 14% Wofl} 2 2 
Green Bus Lines, Inc_- | 7 | 6 | 6 | 24 | 3%ofl 7 7 
Jamaica Buses, Inc 5 | 5 3 3} wofl| 5 5 
New York City Omnibus | 
Corp 3-8-10 |44%4 9¥4-11%| 1-6-8 1-6-8 | “ofl 5 | 5 
Queensboro Bridge Ry. Co., 
Inc | 5 | 5 | 2 | 5 ¥4 of 1 | 45 | 2 
en Transit | | | | Scott | | ‘. 
ines, Ine 5 | 5 | 3 | 3 6 of 1 | s 
Steinway Omnibus Corp 5 | 5 } 14} 1%} ofl) 45 | 2 
Third Avenue Transit Corp_-| 55 | lgof1 | “ofl | wofl | wofl| 14) 3 
Triboro Coach Corp 87 | 4 | ¥4 of 1 | 6 


ly | } 
1! si 1 a 6 6 


! Now New York City Omnibus Corp.-Fifth Avenue Coach Lines, effective Nov. 5, 1954. 
2 From July 23 to ee 16, 1953. 
* From Dee. 17, 195: 
*5 percent to Apr. 30, 1954; 2 percent from May 1, 1954. 
$ In January 1951, franchise payment was reduced from 5 to 244 percent. In January 1952, payment was 
further reduced to 1g of 1 percent. 
®In 1948, franchise payment was reduced from 7 to 5 percent. 
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The Youngstown Municipal Railway Co. 


Gross receipts tax.—The Ohio Supreme Court in December of 1950 put an end 
to the city of Youngstown’s attempt to levy a 3-percent tax against Youngstown 
Municipal Railway Co. trackless trolley gross receipts, ruling that the State 
already levies such a tax. The Supreme Court affirmed earlier rulings made by 
the Mahoning County Common Pleas Court and the Seventh District Court of 
Appeals. (Source: P. T. December 15, 1950, p. 7.) 


1951 


Third Avenue Transit Corp., New York, N.Y. 


Gross receipts tar —Reduced from 5 percent to 244 percent in January 1951. 
See privately owned companies in New York City under year 1950. 


Meropolitan Transit Authority (Boston) 


Taxes in general.—The tax law in Massachusetts which partially exempted 
the local taxes paid by the Metropolitan Transit Authority was amended effec- 
tive January 1, 1951, as follows: 

“Secrion 14 (as amended by sec. 6 of St. 1949, c. 572). The authority 
and all its real and personal property shall be exempt from taxation and 
from betterments and special assessments; and the authority shall not 
be required to pay any tax, excise or assessment to or for the Common- 
wealth or any of its political subdivisions; nor shall the authority be re- 
quired to pay any fee or charge for any permit or license issued to it by 
the Commonwealth, by any department, board or officer thereof, or by any 
political subdivision of the Commonwealth, or by any department, board 
or officer of such political subdivision; and, so far as constitutionally per- 
missible, the authority shall be exempt from tolls for the use of highways, 
bridges, and tunnels. The authority shall be required to pay fees, duties, 
excise or license taxes for the registration, operation or use of its vehicles 
on public highways and for fuels used for propelling such vehicles in the 
same manner and to the same extent as other political subdivisions of the 
Commonwealth pay such fees, duties, excise or license taxes.” 

(Source: Metropolitan Transit Authority’s reply to D. S. No. 602, received 
March 16, 1953.) 


Kansas City Public Service Co., Kansas City, Mo. 


Franchise obligations.—Committee substitute for Ordnance No. 14326, adopted 
by city council January 22, 1951, authorized city to assume cost during the period 
commencing October 1, 1950, and terminating December 31, 1951, of certain 
franchise requirements heretofore imposed upon the company. The items in- 
cluded and the approximate cost for the year 1951 are as follows: 





Estimated 
cost year 1951 
Salaries of St. Ry. commissioner and assistants____________ $21, 200 
Paving as provided in the agreement________._.______________ 42, 700 
Sweeping snow and ice, sanding and cindering________________ 60, 000 
I Ce see etek meee ictiaw R38 
I I Pe a 6, 000 
Total estimated normal cost for year 1951______________ 133, 108 


The cost for the last quarter period of 1950 was paid ($18,085.37) by the City. 
(Source: Report of the Street Railway Commissioner, December 1950 and Year 
1950, pp. 10, 11.) 

Georgia (statewide) 

Specific tar.—A State specific tax, amounting to $100 annually per bus on hand 
as of January 1 was repealed July 1, 1951. 

Fuel tax.—Reduced from 7 cents to 6 cents per gallon; reduction applies to all 
purchasers or users of motor fuel. (Fuel tax reduction resulted from new State 
Sales Tax effective 1951.) (Source: Savannah Transit Co.’s reply to data sheet 
No. 602, received March 18, 1953.) 


Albuquerque Bus Co. 


License fee——tLicense registration fee to State of $10.00 per coach seat plus 
$50.00 minimum per coach was reduced by 50%. (Approved by State Legislature 
July 1, 1951.) (Source: Company’s reply to data sheet No. 602, received March 
3, 1953.) 








MINIMUM WAGE PROTECTION 663 


1952 
Georgia (statewide) 

Property tax—Reductions made in the property tax in 1952. (Reduction 
resulting from new State sales tax effective 1951.) (Source: Savannah Transit 
Co’s. reply to data sheet No, 602, received March 18, 1953.) 

Michigan (statewide) 

Motor fuel tax.—Companies operating passenger vehicles under a municipal 
franchise entitled to a refund of 1% cents per gallon on gasoline and 1 cent per 
gallon on diesel fuel. While this relief was passed in 1952, partial refunding of 


such taxes paid during the calendar year 1951 was also provided. (Michigan 
Public Acts Nos. 11 and 12; 1952.) 


Rochester Transit Corp. 

License fees.—In 1952, the Rochester city license on buses in regular service 
was reduced from $200 per bus annually to $50 per bus. 

The town of Irondequoit license fee—flat rate of $450 annually—was discon- 
tinued. 


Gross receipts tar.—The county tax of 3/10 of 1 percent on gross earnings was 
replaced by a 2-percent sales tax. (Source: Company’s reply to data sheet No. 
602, received May 19, 1953.) 

Butte City Lines, Inc. 

Business license and bus loading zone fees.—City of Butte business license 
at $50 per bus, and bus loading zone fees at $1,164, based on footage of curb 
were waived effective January 1, 1952. (City Ordinance No. 2125, April 2, 1952.) 

City of Walkerville business license at $100 per year was waived effective 
January 1, 1952. (Source: Company’s reply to data sheet No. 602, received 
April 29, 1953.) 

Kansas City Public Service Co., Kansas City, Mo. 

Snow renoval.—City council in January 1952, appropriated $60,000 in street 
maintenance funds to pay for removal of snow and ice and sanding and cindering 
bus routes. (Source: Passenger transport January 18, 1952.) 

Privately owned bus companies in New York City 

Gross receipts tax.—Reductions effective in January 1952, and on July 1, 
1952. See under year 1950. 

The Miami Beach Railway Co. 

Gross receipts tar.—City discontinued all gross receipts tax (rate of 6 percent) 
collected from the company, effective February 1, 1952, unless profits exceed 
5 percent of rate base. (Source: Company’s letter dated January 29, 1952 
and data sheet No. 602, received March 8, 1953.) 


Albuquerque Bus Co. 

Occupation taxr.—Waived by the city in lieu of a 2-percent gross frachise tax 
provided in new franchise effective March 17, 1952. (Source: Company’s reply 
to data sheet No. 602, received March 3, 1953.) 

Co-operative Transit Co. (Wheeling) 

Bridge tolls.—Bridge tolls paid to the State of West Virginia for crossings 

on the Wheeling bridges were reduced on May 1, 1952, as follows: 


Former rate Rate on May 1, 


(cents) 1952 (cents) 
Bus under 40-passenger capacity.__........~-... 1.1.1... 30 25 
Bus over 40-passenger capacity__...---...---.-----_.--.____ 45 30 


No reduction was granted on the Steubenville Bridge, which costs 40 cents and 
60 cents for same vehicles as above. (Source: Company’s replies to American 
Transit Association data sheets Nos. 602 and 611 received March 5, 1953, and 
December 27, 1955, respectively 


New York (statewide) 


Gross receipts tar.—New York State Utility tax on gross earnings of 2 percent, 
which had been levied on revenues derived from school bus transportation under 
contract with Board of Education, including revenue from special charter bus 
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service to such school districts, was abrogated effective June 1952. (Source: 
American Transit Association data sheet No. 611 from Schenck Transportation 
Co., Inc., received December 7, 1955.) 

Springfield (Ohio) City Lines, Inc. 

Gross receipts tar.—Effective December 1952, franchise tax which had aver- 
aged about 2 percent per year on the gross passenger revenue (being 1 percent on 
the first $300,000 of annual gross receipts and 2.35 percent on the balance) was 
reduced to a straight 1 percent tax on gross passenger receipts. 

Snow removal.—Company’s obligation of removing ice and snow has been modi- 
fied considerably. (Source: Company’s letters dated November 19, 1952, and 
November 12, 1953.) 

1953 
Massachusetts (statewide) 

Registration fees.—In 1953, registration fees applicable to common carrier 
buses operating under a certificate, license or permit from the Department of 
Public Utilities under chap. 159A, General laws were reduced from $1.50 to 50 
cents per seat. (Source: Various replies to American Transit Association data 
sheet No. 611.) 


The Cincinnati Transit Co. 

Paving.—Permanently relieved of this obligation in 1953. 

Franchise tax.—No longer is required to pay a franchise tax of $100 per year 
on operations through the village of Elmwood Place. (Source: Company’s letter 
duted November 13, 1953.) 


Muskogee Electric Traction Co. 


Gross receipts tax.—In 1953 franchise tax was reduced from 2 percent to one- 
half of 1 percent of gross revenue. (Source: Bus transportation July 1953, 
p. 51.) 

Jackson ( Mich.) City Lines, Inc. 

Gross-receipts tar.—Effective January 25, 1953, the gross-receipts tax of 2 
percent on the first $400,000 of gross revenue and 1 percent on amounts in 
excess of $400,000 was reduced to 2 percent of gross only when the accumulative 
operating ratio was no greater than 93% percent. (Source: Letter from Na- 
tional City Lines, Inc., dated November 13, 1953.) 

Houston Transit Co. 


Gross-receipts tax—Houston City Council reduced gross-receipts tax from 3 
percent to 2 percent effective January 30, 1953, a saving of about $100,000 a 
year for the company. (Source: Passenger Transport, November 14, 1952, and 
company’s reply to data sheet No. 602, received March 17, 1953.) 


Greater Lafayette Bus Co., Inc. 
Franchise tar.—Cities of West Lafayette and Lafayette reduced franchise 
cost of $25 per regularly scheduled bus to a $1 token franchise cost. (Ordinance 


effective March 16, 1953.) Source: Company’s reply to American Transit As- 
sociation data sheet No. 611, received December 5, 1955.) 





Gary Railways, Inc. 

License fee.—In lieu of a flat license fee of $70 per bus, the city of Gary im- 
posed a revenue tax of 1%4 percent on monthly intracity transportation revenue. 
(Source: Company's reply to American Transit Association data sheet No. 602, 
received March 30, 1953.) 

Privately owned companies in New York City 

Gross-receipts taxr.—Reductions effective April 27, 1953, July 1, 1953, and 

December 2, 1953. See under year 1950. 


Greater Winnipeg Transit Commission 


Gross-revenue tax—On May 31, 1953, property passed from private owner- 
ship to public ownership and a 5-percent gross-revenue tax in Winnipeg was 
replaced by a seat-mile tax of one-thirtieth cent per mile operated. (Source: 
Company’s reply to American Transit Association data sheet No. 611, received 
December 9, 1955.) 








EI 


MINIMUM WAGE PROTECTION 665 


Cooperative Transit Co. (Wheeling) 


Bridge tolls—Bridge tolls of 25 cents for buses under 40-passenger capacity 
and 30 cents for buses over 40-passenger capacity paid to the State of West 
Virginia for crossings on the Wheeling bridges were eliminated June 15, 1953. 
(Source: Company’s replies to American Transit Association data sheet Nos. 
602 and 611, received March 5, 1953, and December 27, 1955, respectively.) 


Portland Traction Co. 


Paving.—On June 24, 1953, company was relieved of its obligation to pay for 
paving over abandoned street railway track area and maintain the same area 
for a 10-year period. 

Gross-receipts tar.—The company’s tax amounting to 5 percent of total revenue 
less certain taxes and imposts was reduced to 1 percent from and after July 1, 


1953. Source: Company’s reply to American Transit Association data sheet 
No. 611 received December 13, 1955. 


Companies Operating in Dayton 


Gross-receipts tax on trolley coaches——The City Railway Co., the Dayton & 
Xena Railway Co., the Oakwood Street Railway Co. Effective ‘August 8, 1953, 
the companies’ franchise taxes applicable to trolley-coach operations were re- 
duced from 5 percent of gross revenue to 1 percent. (Source: The City Rail- 
way Co.’s reply to data sheet No. 602 received November 23, 1953.) 
Jacksonville Coach Co. 


City utility tary—Company is no longer required to pay a city utility tax 
amounting to 10 percent on invoices of $500 or less and 5 percent on amounts 
over $500. (Source: Company letter dated August 24, 1953.) 

United Transit Co. (Providence) 

Snow removal.—On August 21, 1953, company sent letters to the individual 
cities and towns in which it operates that it intended to discontinue the practice 
of plowing snow from the streets of the various communities during and after 
snowstorms which has been costing the company an average of $100,000 annually 
in the past 10 years. 

When the letters were released by the municipalities to the press it ap- 
parently was their acceptance of this notice. 

However the city of Providence requested a conference with the company 
and the final agreement decided upon was that the United Transit Co. 
would immediately reduce its plowing schedule by one-half so that for the 1953- 
54 snow season the company reduced its plowing schedule ee 70 miles of road 
to 35 miles; that in the 1954-55 season the company would again reduce the 
mileage this time from 35 road-miles to 17 miles and that at the completion of 
the snow year about March 15, 1955, the company would not longer be responsible 
for any snow plowing and sanding work. 


Springfield (Ohio) City Lines, Inc. 

Gross-receipts tax.—One percent tax on gross passenger receipts was reduced 
to six-tenths of 1 percent effective December 1, 1953. (Source: Company’s letter 
dated November 12, 1953.) 

Income tax.—Company was exempted from paying city income tax of 1 percent 
of net income (effective date not reported). (Source: Company reply to Ameri- 
can Transit Association data sheet No. 611 received December 1, 1955.) 
Lincoln City Lines, Ine. 

Occupation tax.—2 percent city occupation tax waived. (Effective date not 
indicated.) (Source: Letter from National City lines, Inc., dated November 18, 
1953. ) 

San Jose City Lines, Ince. 

Gross receipts tar—A gross receipts tax was reduced from 2 percent to 1 
percent. (Effective date not indic e d.) (Source: Letter from National City 
Lines, Inc., dated November 13, 1953 
Stockton City Lines, Inc. 

Gross receipts tar—-Gross receipts tax was reduced from 1 percent of all 
revenues to 1 percent of revenues derived from operations within the city. (Ef- 


fective date not indicated.) (Source: Letter from National City Lines, Inc., 
dated November 13, 1953.) 
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Tulsa City Lines, Inc. 


Gross receipts tax.—Gross receipts tax reduced from 4 percent to 2 percent. 
(Effective date not indicated.) (Source: Letter from National City Lines, 
Inc., dated November 13, 1953.) 


1954 


Georgia Power Company (Rome, Ga.) 


Gross receipts tax—Municipal gross receipts tax was discontinued during 
1954. (Source: Company’s reply to American Transit Association, data sheet, No. 
611 received December 9, 1955.) 


West Virginia (statewide) 


Seat-mile taw and registration fees.—State law permitting some bus com- 
panies to pay city taxes in lieu of the State-imposed seat-mile tax and regis- 
tration fees was upheld in 1954 by Circuit Judge Frank L. Taylor, who stressed 
that city franchise ordinances are invalid which fail to stipulate that the money 
collected be used for street maintenance. About 10 bus companies in the State 
were affected by the ruling. (Source: Passenger Transport, September 3, 1954.) 
Milicaukee & Suburban Transport Corp. 

Paving.—In 1954 and 1955 the company was relieved of all track removal and 
repaving obligations in connection with two streetcar conversions. (Source: 


Company’s reply to American Transit Association data sheet No. 611 received 
January 9, 1956.) 


Privately owned companics in New York City 


Gross receipts tax,—Adjustments effective January 1, 1954, and May 1, 1954. 
See under year 1950. 


Santa Barbara Motor Coach Co. 

Gross receipts tax.—Effective in February 1954 franchise requirement of 1 per- 
cent of revenue from fares was eliminated. (Source: Company’s reply to Amer- 
ican Transit Association data sheet No. 611 received December 8, 1955. 

Capital Transit Co. 

Snow removal.—District of Columbia Commissioners agreed to reimburse 

Capital Transit Co. for the cost of sand and chemicals, the hiring of supple- 


mental equipment, and up to a specific cash amount in actual labor costs for 
snow emergency work. (Source: Passenger Transport, February 19, 1954.) 
Jackson (Mich.) City Lines, Inc. 

Gross receipts taw.—Effective July 1, 1954, the 2 percent gross receipts tax 
(paid only when accumulative operating ratio was no greater than 9314 per- 
cent was replaced by a yearly license fee of 510 per bus for each bus in use or 
available for use. (Source: Letter from National City Lines, Inc., dated March 
24, 1954.) 

Kalamazoo City Lines, Inc. 

Gross receipts taa.—Effective July 1, 1954, the 2 percent of gross tax was re- 
placed by a yearly license fee of $10 per bus for each bus in use or available 
for use. (Source: Letter dated March 24, 1954, from National City Lines, Inc.). 
Pontiac City Lines, Inc. 

Gross receipts tax.—Effective July 1, 1954, the 2 percent gross tax was re- 
placed by a yearly license fee of $10 per bus for each bus in use or available for 
use. (Source: Letter dated March 24, 1954, from National City Lines, Inc.) 


Portsmouth Transit Co. 

Gross receipt tax.—The company’s gross receipts tax was cut from 5 percent 
to 4 percent effective July 1, 1954. (Source: Passenger Transport April 30, 
1954 and company letter dated October 20, 1955, and company’s reply to American 
Transit Association data sheet No. 611 received January 25, 1956.) 


Dallas Railway & Terminal Co. 

Gross receipts tar.—Effective July 7, 1954, company’s gross receipts tax (2 
percent on rail and 4 percent on motor bus operations) was cut 50 percent. 
(Source: Passenger Transport July 9, 1954, pp. 1, 8, and company’s reply to 
American Transit Association data sheet No. 611 received January 30, 1956.) 
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Nueces Transportation Co. 


Gross receipts taw—New franchise granted in August 1954 allows company a 
6 percent return on equity capital (capital stock plus earned surplus) before the 
2 percent gross receipts tax becomes operative. Previously, the company had 
been required to pay the 2 percent tax irrespective of its net earnings. (Source: 
Company’s letter dated August 30, 1954, and company’s reply to American 
Transit Association data sheet No. 611 received January 9, 1956.) 


Spokane City Lines, Inc. 


Gross receipts tax and snow removal.—2 percent gross receipts tax eliminated 
October 6, 1954, to March 31, 1955. Company was also relieved of the respon- 
sibility of providing 6 to 8 snowplows and from 4 to 6 cinder trucks. (Source: 
Passenger Transport October 8, 1954, p. 1.) 


Paducah Transit Corp. 


All city taxes and license fees.—City commissioners in December 1954, granted 
American Transit Corp. a 10-year operating permit which waived all city taxes 
and license fees for 5 years. (Source: Passenger Transport, December 31, 1954.) 


The Miami Beach Railway Co. 


Gross receipts taw.—Under a new 20-year franchise granted December 5, 1954, 
company pays 1 percent of gross receipts annually within the city of Miami 
Beach. Previously, a 6 percent gross receipts tax was in effect but was paid only 
when profits exceeded 5 percent of rate base. (Source: American Transit 
Association data sheet No. 611 and company letter dated February 28, 1956.) 

1955 
California 

Gross receipts (statewide).—The earnings of a bus company operating just 
outside an incorporated city will be taxed on a mileage basis, with the 3 percent 
State tax applying only to the proportion outside the city. Previously, the earn- 
ings both within and outside the city were subject to the tax. (Senate bill No. 
1636 ; 1955.) 

Gross receipts tar (State-Los Angeles area).—Companies entering or crossing 
so-called islands created by annexations (communities within the external 
boundaries of the city but not a part thereof) were exempted from the 3 percent 
State tax on gross earnings. (Assembly bill 1217; 1955.) (Source: Copies of 
legislative bills on file with American Transit Association.) 

LaCrosse Transit Co. 

City license fees.—City bus license of $100 per year per bus licensed for oper- 
ation eliminated for year 1955. (Passed by LaCrosse City Council October 14, 
1954.)  (Souree: LaCrosse “Tribune” October 15, 1954, and company’s reply 
to American Transit Association data sheet No. 611 received December 5, 1955.) 


Chicago Transit Authority (State tax reduction) 


Motor fuel tav.—Granted an exemption from paying about $1,300,000 a year 
in motor fuel taxes. (House bill 505, 1955.) (Source: Company letter dated 
August 10, 1955.) 


Battle Creek Coach Co. 

Gross receipts tar.—KEffective January 1955, annual city license fee per bus 
reduced to $10 in lieu of former franchise tax of 1 percent on first $200,000 
revenue; 1144 percent on next $50,000 and 2 percent on all additional revenues. 
(Source: Company's reply to American Transit Association data sheet No. 611 
received March 5, 1956.) 

Privately owned companies in New York City 

Gross receipts tav.—Reductions effective January 1, 1955. See under year 
1950. 

Triple Cities Traction Corp., Binghamton, N. Y. 

Franchise tax.—Effective January 1, 1955—town of Union reduced local ordi- 
nance requirments from $500 to $225 annually. 

Effective March 1, 1955—city of Binghamton reduced local ordinance require- 
ments covering fees for buses operated ranging from $25 to $125 per bus to a 
uniform annual fee of $25 per bus in service. 

Effective June 1, 1955—village of Johnson City reduced local ordinance re- 
quirements covering fees for buses operated ranging from $25 to $50 per bus to 
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a uniform annual fee of $15 per bus in service. (Source: Company’s reply to 
American Transit Association data sheet No. 611 received December 8, 1955.) 


Portsmouth Transit Co. 


Gross receipts tar.—The company’s gross receipts tax was cut frum 4 percent 
to 3 percent effective January 1, 1955. (Source: Passenger Transport April 30, 
1954 and company letter dated October 20, 1955, and company’s reply to American 
Transit Association data sheet No. 611 received January 25, 1956.) 


Springfield (1U.) Transportation Co. 


Gross receipts tax.—Beginning January 1, 1955, and for the balance of the 
franchise period of 9 years, company will pay only a 2 percent gross receipts tax 
to the city in lieu of the former 4 percent tax. (Source: Passenger Transport 
July 15, 1955—page 1 and company’s reply to American Transit Association data 
sheet No. 611 received December 12, 1955.) 


Wausau Transit Lines, Inc. 


License fees.—A special city license fee of $100 per unit per year was elim- 
inated January 1,1955. (Source: Company’s reply to American Transit Associa- 
tion data sheet No. 611 received January 23, 1956.) 


Gadsden Transit, Inc. 


Gross receipts tar.—Effective January 1, 1955, city waived franchise require- 
ment of 3 percent of gross revenue derived from operations within city. (Source: 


Company’s reply to American Transit Association data sheet No. 611 received 
March 9, 1956.) 


Tacoma Transit Co. 


Gross receipts taw.—Effective January 1, 1955, company was granted a 1-per- 
cent reduction from 4 to 3 percent in gross earnings tax paid to the city of 


Tacoma. (Source: Company’s reply to American Transit Association data sheet 
No. 611 received December 27, 1955.) 


Zanesville Rapid Transit Co., Inc. 


Flat franchise taz.—On January 8, 1955, company was relieved of annual fran- 
chise payment to the city if earnings do not exceed $10,000. (Source: Company’s 
reply to American Transit Association data sheet No. 611 received December 9, 
1955. ) 


City Bus Co., Oklahoma City 


Flat franchise tax.—City council agreed during February 1955 to substitute a 
2-percent levy on gross revenue in place of the $50,000 annual fee. The new fee, 
on the basis of 1954 revenue, is expected to amount to about $25,000. (Source: 
Passenger Transport, February 25, 1955, p. 1.) 

Wichita Transportation Corp. 


Gross receipts taw—City commission on February 1, 1955, “forgave” $33,671 
in franchise tax owed the city for the last half of 1954. (Source: Clipping from 
the Evening Eagle, February 1, 1955.) 

The city commission approved an ordinance by which the company will pay no 
franchise tax until after it has first earned $90,000 net. If earnings should 
exceed this amount, company will pay 4 percent tax on any excess above $90,000. 

3ecause the State law makes it mandatory that company pay some franchise 
tax, it is paying a $10 license fee per vehicle per year to conform to the State law. 
(Source: Company letter, June 24, 1955.) 


Klamath Bus Co. (Oreg.) 


Flat franchise tax.—City council has relieved bus company of a $2,000 franchise 
tax payment. (Source: Passenger Transport, February 25, 1955, p. 6.) 


Tennessee (statewide) 


Registration fees and inspection fees (interstate companies ).—Interstate bus 
companies operating through Tennessee relieved in March 1955 of paying full 
registration fees for huses operating only a portion of their route in that State. 
Inspection fees also reduced from $2.50 to $1.25 a year per seat. 

Gross receipts tav.—The gross receipts tax repealed by the 1955 session of the 
State legislature. (Source: Knoxville Transit Lines’ reply to American Transit 
Association data sheet No. 611 received January 30, 1956.) 








ee 
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Canada-General 


Excise tax.—In April 1955, Parilament relieved Canadian bus operators from 
paying a 10 percent excise tax on tires. 

Corporate income taz.—Reductions of from 49 to 47 percent made in corpora- 
tion income taxes, effective July 1, 1955. (Source: British Transit May 1955, 
p. 117.) 


Inter City Coach Line Co. 


City license fees—Effective April 1, 1955, annual city license fees were reduced 
from $100 per bus to $30. (Source: American Transit Association Data Sheet 
No. 611 received February 28, 1956.) 

New York (statewide) 


Gross receipts tax—Cities and villages in New York State were given the 
right to exempt bus companies from paying the 1 percent utilities tax on gross 
receipts. (Chapter 844 of laws of 1955; Senate bills No. 3133 and 3119, April 29, 
1955.) 

Texas (statewide) 

License fees (Intercity Buses).—In 1955, the annual license fees of intercity 
motor buses were set at 67144 cents per 100 pounds or fraction thereof for buses 
up to 6,000 pounds. Fees per 100 pounds or fraction thereof for heavier buses 
are as follows: 6,001 to 8,000 pounds, 70 cents; 8,001 to 10,000 pounds, 75 cents; 
10,001 to 24,000 pounds, $1; 24,001 to 31,000 pounds, $1.25; and 31,001 pounds and 
up, $2. 

Previously, rates for interurban buses varied from $1.25 per 100 pounds for 
vehicles weighing 4,000 pounds or less to $4 per 100 pounds for those over 28,000 
pounds. (Source: Passenger Transport May 20, 1955, p. 4.) 

Motor fuel tav—The transit industry was exempted from a 1-cent-per-gallon 
increase in the State motor-fuel tax under House bill No. 660 passed in 1955. 

Under the legislation the exemption is applicable to a transit company “(a) 
the greater portion of whose business is the transportation of persons within the 
limits of an incorporated city or town in conveyance designed to transport 12 
or more passengers; (b) which holds a franchise from such city or town; (c) 
whose rates are regulated by such city or town; and (d) which pays to such city 
or town a tax on its gross receipts.” (Source: Passenger Transport June 10, 
1955, p. 1.) 

Denver Tramway Corp. 

Paving.—The city of Denver relieved company of the responsibility of repair- 
ing streets damaged by transit vehicles and of any obligation to remove tracks 
and ties and repair streets. 

During the years 1954 and 1955 the city had an agreement with the company 
whereby the latter would pay up to $50,000 a year for street damage done by its 
vehicles. (Source: Passenger Transport, June 3, 1955, p. 1.) 


Wisconsin (statewide) 





Motor fuel taxes and municipal license fees.—Effective June 15, 1955, transit 
firms were exempted from State motor fuel taxes and municipal license fees 
and the charge for annual license fees was fixed at $1 per vehicle. Previously 
a graduated license fee based on weight of the vehicle was imposed. 

Net profits tarx—A new tax applicable only to transit companies was estab- 
lished, effective July 1, 1955, which required them to pay to the State 50 percent 
of all net profits, after Federal income and excise taxes and after deduction of 
an S-percent return on the depreciated cost of their operating property. 

When the 50-percent tax is paid to the State, the State retains 15 percent, the 
counties get 20 percent and the municipalities 65 percent. (Source: Passenger 
Transport June 24, 1955, p. 1.) 

North Carolina (statewide) 

Gross receipts tax. —Effective July 1, 1955, motor-carrier fees for common car- 
riers (franchised bus carriers) were reduced from 6 percent to 5 percent of gross 
receipts. (Source: American Transit Assocition data sheet No. 611 received 
March 7, 1956 from White Transportation.) 

City Lines of West Virginia, Inc. 


Franchise tar.—The city of Parkersburg, set a fee for operation of routes with- 
in the city of 44 cent per bus-mile instead of 1449 cent per passenger seat-mile as 
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provided by State statutes (effective July 1, 1955). (Source: Company’s reply 
to American Transit Association data sheet No. 611 received December 7, 1955.) 


Des Moines Transit Co. 


Gross receipts tax.—City council relieved company of paying 2% percent gross 
revenue tax from July 4 to December 31, 1955. (Source: Passenger Transport 
August 5, 1955, p. 1.) 

The council agreed to waive a 112-percent gross revenue tax against the trolley 
bus lines. (Source: Passenger Transport, August 19, 1955, p. 2.) 

In April 1955 the Polk County Board of Supervisors suspended the 24 
percent gross revenue tax for 1 year from April 21, 1955, to April 21, 1956, inclu- 
sive. (Source: Company’s reply to American Transit Association data sheet 
No. 611 received January 20, 1956.) 


Browning Bus Line Co. (New Castle, Ind.) 


License fees.—City council reduced bus license fees from $75 to $15 per bus. 
(Source: Passenger Transport July 22, 1955, p. 7.) 


Albuquerque (N. Mez.) Bus Co. 


Gross receipts taw.—A franchise tax of 2 percent of the gross operating reve- 
nue was temporarily suspended by resolution of the city commission on July 
26, 1955, amending the Albuquerque Municipal Code No. 776, paragraph 13, sub- 
paragraph E. (Source: Company’s reply to American Transit Association data 
sheet No. 611 received March 7, 1956.) 


Albuquerque Bus Co. 


Sales tax.—Exempted from 1 percent city sales tax on all sales and services 
which city of Albuquerque levied May 1, 1955. (Source: Company letter of 
August 1, 1955.) 


Iowa (State-Des Moines area) 


Gross receipts tar.—The 1955 State legislature passed an amendment providing 
that the city council could forgive such part of the 2% percent gross revenue tax 
as it warranted. (Source: Passenger Transport August 5, 1955 p. 1 and com- 
pany’s reply to American Transit Association data sheet No. 611 received Janu- 
ary 20, 1956.) 


Toronto Transit Commission 


Subsidy.—The Metropolitan Council granted $2,500,000 to the Toronto Transit 
Commission. (Source: Passenger Transport September 16, 1955, p. 5.) 
Waco Transit Co. 

Gross receipts tax.—Effective November 1, 1955, 2 percent gross receipts tax 
required under franchise was reduced to 1 percent. (Source: Company’s reply 
to American Transit Association data sheet No. 611 received December 6, 1955.) 


Miami Transit Co. 


Gross receipts tax—New franchise makes mandatory franchise payments up 
to 5 pereent of gross receipts only if company earns up to 7 percent return 
on its rate base after the determination of Federal income taxes on the year’s 
earnings and all other taxes. If a 7-percent return on its rate base does not 
amount to at least $150,000 after such taxes, then company shall have the right 
and privilege of receiving up to 34% percent of its gross operating revenues to 
reach a maximum earning of $150,000 after such taxes. (Ordinance No. 5472; 
November 18, 1955.) 


Pittsburgh Railways Co. 


Inspection charges and bridge rentals —On December 12, 1955, city of Pitts- 
burgh relieved company from payment of charges theretofore made for pole 
and wire inspection, street cleaning, bridge rentals and similar franchise con- 
tract and ordinance charges for a period including the last quarter of 1955 and 
st, thereafter until the suspension and waiver thereof are revoked by the 
city. 

By action of the Board of Commissioners of Allegheny County taken on Decem- 
ber 6, 1955, company was relieved from the payment of bridge rentals due the 
county for the calendar year 1956 and thereafter from year to year until rein- 
stated by the county. (Source: Company’s reply to American Transit Associa- 
tion data sheet No. 611 received February 1, 1956.) 
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Hempstead (N. Y.) Bus Co. (and 4 other _local companies) 


Gross receipts tar.—Local law No. 4 of 1955, adopted December 20, 1955, ex- 
empts “persons engaged in the omnibus corporation business” from paying the 
village 1 percent tax on gross receipts. 


Greater Winnipeg Transit Commission 
Fived assessment taw.—City council voted to eliminate the fixed assessment 
tax which brought $81,000 to the city. (Source: Passenger Transport Decem- 
ber 30, 1955, p. 5.) 
1956 


ivenue B and East Broadway Transit Co. Ine. 


Gross receipts taw.—Effective January 1, 1956, the Board of Estimate reduced 
franchise payment from 2 percent to one-half of 1 percent. (Source: NYC Board 
of Estimate approved December 29, 1955.) 


Jamaica Buses, Inc. 
Gross receipts taxr.—Effective January 1, 1956, New York City franchise tax 


will be 4 percent instead of 5 percent. (Source: Company’s reply to American 
Transit Association data sheet No. 611 received February 9, 1956.) 


New York City Omnibus Corp. 


Gross receipts tar.—Effective January 1, 1956, the Board of Estimate reduced 
from 5 percent to 3 percent the franchise tax on gross receipts of the corpora- 
tion, except on the corporation’s Fifth Avenue Coach Lines, where the franchise 
tax remains at 2 percent. (Source: Company’s reply to American Transit 
Association data sheet No. 611 received February 3, 1956.) 


Third Avenue Transit Corp., New York 


Gross receipts tar.—Effective January 1, 1956, the Board of Estimate reduced 
franchise payment from 3 percent to 2 percent. (Source: NYC Board of Esti- 
mate Resolution, approved December 29, 1955.) 





Triple Cities Traction Corp. (Binghamton, N. Y.) 

Gross receipts taw.—Effective January 1, 1956, city of Binghamton will elimi- 
nate the 1 percent gross revenue tax. (Source: Company’s reply to American 
Transit Association data sheet No. 611 received December 8, 1955.) 





Virginia (statewide) 


Gross receipts tar and valuation tax.—Effective January 1, 1956, the State re- 
pealed both the 2.1 percent State franchise tax and the 0.2 percent valuation tax 
on gross revenue derived from operation within a city or town. (Source: 
American Transit Association data sheet No. 611 submitted by the Virginia 
‘Transit Co. January 18, 1956.) 


Brandon Transit Ltd. (Manitoba) 


Subsidy.—City council agreed to continue to subsidize the franchise holder 
for losses not exceeding $6,000 on operations for the next 5 months. (Source: 
Bus and Truck Transport, February 1956, p. 102.) 

Houston Transit Co. 


Gross receipts tar.—City of Houston 2 percent gross receipts tax reduced to 
1 percent effective February 3, 1956. (Source: Company's reply to American 
Transit Association data sheet No. 611 received March 1, 1956, and Passenger 
Transport January 18, 1956, p. 1.) 
Vew York (statewide) 

Gross reccipts tar.—Omnibus companies in New York were exempted from the 
2 pereent State tax on the first $125,000 of gross receipts in each quarter-year 
period. (Maximum $500,000 annually.) (Senate bill No. 3776, February 29, 
1956. ) 


Public Utilities Commission, Brantford 
Subsidy.—The city council will underwrite the costs of continned operation for 


Sundays and evening service until a committee has investigated all phases of the 


transportation question. (Source: Bus and Truck Transport, March 1956, p. 
116.) 
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Greer Transportation Co., Ltd., Barrie, Ont. 


Subsidy.—Bus service will continue in Barrie for at least another 4 months 
during which the company will receive 45 cents for each mile the buses are oper- 
ated in the town, and.the town will be credited with all fares collected. (Source: 
Bus and Truck Transport, March 1956, p. 118.) 


Galveston Transit Co. 

Gross receipts tax.—City council in March 1956 reduced the gross receipts tax 
from 2 percent to two-tenths of 1 percent. (Source: Passenger Transport, 
March 30, 1956, p. 1.) 


Monroe (Mich.) City Lines 


License fees —City commission reduced license fees for buses from $40 to $20 
per vehicle. (Source: Passenger Transport, March 23, 1956, p. 3.) 


Gary Railways, Inc. 

Gross receipts tax.—Company has discontinued the payment of the 1% per- 
cent revenue tax on intracity passenger revenue. City of Gary has filed suit for 
its continuance. (Source: Company letter dated March 26, 1956.) 

Moose Jaw (Saskatchewan) Transportation Co. 
Subsidy.—The city has agreed to increase its subsidy from $24,000 to $28,000 


to keep the transit system operating for another year. (Source: Bus and Truck 
Transport, April 1956, p. 116.) 


City Bus Co. (Oklahoma City) 
Gross receipts tax.—City council agreed to forego collection of the 2 percent 
tax on gross receipts. (Source: Passenger Transport, April 6, 1956, p. 1.) 


Newmarket (Ontario) Bus Lines 


Subsidy.—Payment of a $60 subsidy was authorized recently by the town 
council. (Source: Bus and Truck Transport, May 1956, p. 134.) 

Federal taz relief 

Motor fuel tax and weight tax.—Effective July 1, 1956, the Federal road bill 
exempted transit companies from paying the increase in the Federal motor fuel 
tax and the new weight tax on vehicles having a gross weight of 26,000 pounds 
or over if company derived 60 percent of its gross revenues from operations 
where the 10 percent Federal tax on transportation does not apply. (Source: 
Passenger Transport, June 29, 1956, p. 1.) 

Federal transportation tax.—Effective September 1, 1956, the Kean bill ex- 
empted all 1-way transportation fares of 60 cents or less from the 10 percent 
Federal tax on persons. This tax was previously applicable to all fares in ex 
cess of 35 cents. (Source: Passenger Transport, August 10, 1956, p. 1.) 

Hudson & Manhattan Railway Co. (N.J.) 

Agreements giving the Hudson & Manhattan Railway Co. a tax reduction of 
nearly $270,000 a year were signed July 19, 1956, in Jersey City. (Source: Pas- 
senger Transport, July 27, 1956, p. 1.) 

D. C. Transit System, Inc. (Washington, D. C.) (formerly Capital Transit ‘'0.) 

Gross receipts tax.—The new company has been freed entirely from a 2 percent 
gross receipts levy that cost the old Capital Transit Co. $421,001 in 1955. (Public 
Law 757). 

Motor vehicle fuel tax.—Public Law 757 provides that the transit company will 
not have to pay the District of Columbia a tax on motor vehicle fuel, if it is unable 
otherwise to earn, after income taxes, a 644-percent return on its rate base or 
614-percent return on gross operating revenues, if the operating ratio method is 
being used to fix the rates of the company. (Public Law 757 calls for a shift to 
the operating ratio method of ratemaking “as promptly as possible and as con- 
ditions warrant; and if conditions warrant, not later than August 15, 1858.’’) 
(In 1954, the District motor vehicle fuel tax cost Capital Transit $395,392 and 
in 1955 the figure was $348,416.) 

Real estate tax.—After D. C. Transit System has fully converted to an all-bus 
operation, the company, under Public Law 757, no longer will be subject to real 
estate taxes, if it is unable to otherwise earn a 644-percent return. (Capital 
Transit Co. paid $127,751 in real estate taxes for 1954 and $126,036 for 1955.) 
(Source: Passenger Transport, August 31, 1956, p. 1.) 





MINIMUM WAGE PROTECTION 673 


Portsmouth (Va.) Transit Co. 


Gross receipts tav.—Tax relief was tentatively granted by city council which 
reduced the present 3 percent gross receipts tax to 1% percent effective Septem- 
ber 1, 1956. (Source: Passenger Transport, August 17, 1956, p. 1.) 


Tulsa (Okla.) City Lines, Inc. 


Gross receipts tax.—City council reduced the gross receipts tax from 2 per- 
cent to 1 percent effective October 21, 1956. This is the minimum under the 
statutes of Oklahoma. (Source: Letter from Mr. K. E. Totten, vice president, 
National City Lines, dated October 25, 1956.) 


Omaha (Nebdr.) Transit Co. 
Occupation taxr.—On November 27, 1956, city council eliminated the 1%4-percent 
occupation tax. 


Snow removal.—On November 27, 1956, company was relieved of this obligation. 
(Source: Moody’s, December 4, 1956, p. 1781.) 


D.C. Transit System (Washington) 


Snow removal.—The District has agreed to pay the company a flat fee of $3,500 
for using its 15 giant trucks and to pay the company $15 an hour for each unit 
used during snow removal work for abrasive spreading or plowing on a “portal 
to portal” basis, for the first 100 hours of work. The rate will drop to $10 an 
hour per unit thereafter. 

The contract states that the District will buy all materials. (Last year, mate- 
rials used by the old Capital Transit Co. cost $6,900.) (Source: Passenger 
Transport, December 28, 1956, p. 1.) 

Huntsville Transit, Ine 


Motor fuel tax.—County of Madison reduced gasoline tax from 3 cents to 1.5 
cents per gallon purchased. (Effective date not reported.) (Source: Company’s 
reply to A. T. A. data sheet No. 611 received March 9, 1956.) 


1957 

Seattle (Wash.) Transit System 

Utility tar.—City council’s 1957 budget report calls for elimination of a 2 per- 
eent utility tax, which has netted the city about $225,000 a year, and the imposing 
of a “revised flat charge” for services provided the transit system by other city 
departments. Estimated to save Seattle Transit System $100,000 annually. 
(Source: Passenger Transport, September 21, 1956, p. 4.) 
Fort Wayne Transit, Ing. 

Snow removal.—City has agreed to reimburse company for all labor costs, all 


sand, chemicals and trucks used in snow removal. (Source: Agreement signed 
January &, 1957.) 





Exuipit C 


RELIEF FroM TAXES AND IMPosSTS GRANTED TO LOCAL TRANSIT COMPANIES BY 
STATE (PROVINCE) AND LOCAL AUTHORITIES 


BRIDGE TOLLS AND RENTALS 
Cooperative Transit Co. (Wheeling).—Bridge tolls paid to the State of West 


Virginia for crossings on the Wheeling bridges were reduced on May 1, 1952, as 
follows: 


Former Rate on 
rate May 1, 1952 
(cents) (cents) 
Bus under 40-passenger capacity._..._--__--_-_-_-- 4 30 25 
Bus over 40-passenger capacity___.__________________ 45 30 


No reduction was granted on the Steubenville Bridge, which costs 40 cents 
and 60 cents for same vehicles as above. (Source: Company’s replies to American 
Transit Association data sheet Nos. 602 and 611 received March 5, 1953 and 
December 27, 1955, respectively. ) 








674 MINIMUM WAGE PROTECTION 


Cooperative Transit Co., (Wheeling).—Bridge tolls of 25 cents for buses under 
40-passenger capacity and 30 cents for buses over 40-passenger capacity paid 
to the State of West Virginia for crossings on the Wheeling bridges were elimi- 
nated June 15, 1953. (Source: Company’s replies to American Transit Associa- 
tion data sheet Nos. 602 and 611 received March 5, 1953 and December 27, 1955, 
respectively. ) 

Pittsburgh Railways Co—By action of the board of commissioners of Alle- 
gheny County taken on December 6, 1955, company was relieved from the pay- 
ment of bridge rentals due the county for the calendar year 1956 and thereafter 
from year to year until reinstated by the county. (Source: Company’s reply to 
American Transit Association data sheet No. 611 received February 1, 1956.) 


EXCISE TAX 


Metropolitan Transit Authority, Boston (Local tar reduction in cities and 
towns).—Metropolitan Transit Authority became exempt from motor vehicle 
excise taxes after August 29, 1947 (Chap. 544, Mass. Acts of 1947). (Source: 
Metropolitan Transit Authority’s reply to data sheet No. 602, received March 16, 
1953. ) 

Canada-General.—In April 1955, Parliament relieved Canadian bus operators 
from paying a 10 percent excise tax on tires. (Source: B. T., May 1955, p. 117.) 


FRANCHISE TAX 


Kansas City Public Service Co., Kansas City, Mo—Committee substitute for 
ordinance number 14326, adopted by city council January 22, 1951, authorized 
city to assume cost during the period commencing October 1, 1950, and termi- 
nating December 31, 1951, of certain franchise requirements heretofore imposed 
upon the company. The items included and the approximate cost for the year 
1951 are as follows: 

Estimated cost 
year 1951 


Salaries of street railway commissioner and assistants $21, 200 


2aving as provided in the agreement_____________ Da ete 2, T00 
Sweeping snow and ice, sanding and cindering_______-________-_______ 60, 000 
Dineen Meee vcieci  c cl ested eu Miiecoecsenes laces 3, 288 
Bus zone markings_______-__- Settles at besncwiaculsoddvcces =|) GRD 

Total estimated normal cost for year 1951_______-_____________- 133, 108 


The cost for the last quarter period of 1950 was paid ($18,085.37) by the city. 
(Source: Report of the street railway commissioner, December 1950 and year 
1950, pp. 10, 11.) 

The Cincinnati Transit Co.—No longer is required to pay a franchise tax of 
$100 per year on operations through the village of Elmwood Place. (Source: 
Company’s letter dated November 13, 1953.) 

Greater Lafayette Bus Co., Inc.—Cities of West Lafayette and Lafayette re- 
duced franchise cost of $25 per regularly scheduled bus to a $1 token franchise 
cost. (Ordinance effective March 16, 1953.) (Source: Company’s reply to 
American Transit Association data sheet No. 611 received December 5, 1955.) 

Triple Cities Traction Corp., Binghamton, N. Y.—Effective January 1, 1955— 
Town of Union reduced local ordinance requirements from $500 to $225 annually. 

Effective March 1, 1955—City of Binghamton reduced local ordinance require- 
ments covering fees for buses operated ranging from $25 to $125 per bus to a 
uniform annual fee of $25 per bus in service. 

Effective June 1, 1955—Village of Johnson City reduced local ordinance re- 
quirements covering fees for buses operated ranging from $25 to $50 per 
bus to a uniform annual fee of $15 per bus in service. (Source: Company’s reply 
to American Transit Association data sheet No. 611 received December 8, 1955. 

Zanesville Rapid Transit Co., Inc.—On January §, 1955, company was relieved 
of annual franchise payment to the city if earnings do not exceed $10,000. 
(Source: Company’s reply to American Transit Association data sheet No. 611 
received December 9, 1955.) 

City Bus Co., Oklahoma City.—City council agreed during February 1955 to 
substitute a 2-percent levy on gross revenue in place of the $50,000 annual fee. 
The new fee, on the basis of 1954 revenue, is expected to amount to about $25,000. 
(Source: Passenger Transport February 25, 1955, p. 1.) 

Klamath Bus Co. (Oreg.).—City council has relieved bus company of a $2,000 
franchise tax payment. (Source: Passenger Transport February 25, 1955, p. 6.) 





MINIMUM WAGE PROTECTION 675 


GROSS RECEIPTS TAX 


Portland Traction Co.—City of Portland repealed a 2-percent gross revenue tax 
on April 11, 1948. (Source: Company’s reply to American Transit Association 
data sheet No. 602, received March 3, 1953.) 

Ohio (statewide).—The Ohio Supreme Court ruled that a “street railway 
company” not operating on rails was a corporation and not a public utility. 
As a consequence, the Ohio excise tax of 1.2 percent of gross revenue does not 
apply to companies operating trolley coaches or buses in the various cities. Cer- 
tificates of abatement were issued refunding taxes paid from 1947 to 1950 
inclusive. (Source: Various companies operating in the State, 1953.) 

Privately owned bus companies in New York City—The New York State Legis- 
lature, on March 23, 1950, passed a measure giving the city of New York full 
authority over the rates of fare charged by privately owned transit companies in 
that city. In subsequent years the Board of Estimate of the City of New York, 
an elective body having jurisdiction over franchises within the city, has amended 
the franchise payments exacted from franchised transit companies within the 
city. 


| Franchise payments as adjusted by resolution of the New York 
|Payments| City board of estimate (actual rates paid after return of moneys 

















| asre- | held in escrow) 
|quiredin| ss od LA he ae ce = 
Company name | franchise | | 
| as origi- From | From From From | From From 
| nally July 1, Apr. 27, | July 1, | Dee.2, | Jan.1, | Jan. 1, 
granted | 1952,to | toJune | to Dec. | to Dec. | to Dec. | to Dec. 
Apr. 26, | 30, 1953 1, 1953 31, 1953 | 31, 1954 | 31, 1955 
1953 | 
} | 
| | 
Avenue B & East Broad- | Percent Percent | Percent | Percent | Percent Percent | Percent 
way Transit Co., Inc... | 10 | 10 3 3 | wofl 4 2 
Fifth Avenue Coach Co.!___-| 5] 5 | 14} 1% Wwofl } 2 2 
Green Bus Lines, Inc. _-- 7 6 | 6 24 3% of1 | 7 7 
Jamaica Buses, Inc 5 5 | 3 46 of 1 | 5 | 5 
New York City Omnibus | | | | 
Corp._-.- Sid 3s | 3-8-10 [444-914-1144 1-68 | 1-68 16 of 1 | 5 | 5 
Queensboro Bridge Ry. Co., | | 
Inc__. ; 5 § | 2 5 | ofl 45 2 
Queens-Nassau Transit 
Lines, Inc 5 5 3 3 4 of 1 8 | 8 
Steinway Omnibus Corp 5 5 1 1% 4 of 1 ‘5 2 
Third Avenue Transit Corp 5 ofl | 16 of 1 WYofl | Mofl 14) 3 
Triboro Coach Corp- -- | $7 1% 1% ofl 6 6 
| 








1 Now New York City Omnibus Corp.-Fifth Avenue Coach Lines, effective Nov. 5, 1954. 

2 From July 23 to Dee. 16, 1953. 

3’ From Dee. 17, 1953. 

45 percent to Apr. 30, 1954; 2 percent from May 1, 1954, 

5 In January 1951, franchise payment was reduced from 5 to 246 percent. In January 1952, payment was 
further reduced to \% of 1 percent. 


6 In 1948, franchise payment was reduced from 7 to 5 percent. 


The Youngstown Municipal Railway Co.—The Ohio Supreme Court in Decem- 
ber of 1950 put an end the city of Youngstown’s attempt to levy a 3 percent tax 
against Youngstown Municipal Railway Co. trackless trolley gross receipts, 
ruling that the State already levies such a tax. The Supreme Court affirmed 
earlier rulings made by the Mahoning County Common Pleas Court and the 
Seventh District Court of Appeals. (Source: Passenger Transport, December 
15, 1950, p. 7.) 

Rochester Transit Corp.—The county tax of three-tenths of 1 percent on gross 
earnings was replaced by a 2 percent sales tax. (Source: Company’s reply to 
data sheet No. 602, received May 19, 1953.) 

The Miami Beach Railway Co.—City discontinued all gross receipts tax (rate 
of 6 percent) collected from the company, effective February 1, 1952, unless profits 
exceed 5 percent of rate base. (Source: Company’s letter dated January 29, 
1952, and data sheet No. 602, received March 8, 1953. ) 

New York (statewide) —New York State utility tax on gross earnings of 2 
percent, which had been levied on revenues derived from school bus transporta- 
tion under contract with board of education, including revenue from special 
charter bus service to such school districts, was abrogated effective June 1952. 
(Source: American Transit Association data sheet No. 611 from Schenck Trans- 
portation Co., Inc., received Deceember 7, 1955.) 
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Springfield (Ohio) City Lines, Inc.—Effective December 1952, franchise tax 
which had averaged about 2 percent per year on the gross passenger revenue 
(being 1 percent on the first $300,000 of annual gross receipts and 2.35 percent 
on the balance) was reduced to a straight 1 percent tax on gross passenger 
receipts. (Source: Company’s letters dated November 19, 1952 and November 
12, 1953.) 

Muskogee Electric Tractor Co.—In 1953 franchise tax was reduced from 2 
percent to one-half of 1 percent of gross revenue. (Source: Bus Transporation 
July 1953, p. 51.) 

Jackson (Mich.) City Lines, Inc.—-Effective January 25, 1953, the gross receipts 
tax of 2 percent on the first $400,000 of gross revenue and 1 percent on amounts 
in excess of $400,000 was reduced to 2 percent of gross when the accumulative 
operating ratio was no greater than 93% percent. (Source: Letter from Na- 
tional City Lines, Inc., date November 13, 1953.) 

Houston Transit Co.—Houston City Council reduced gross receipts tax from 
3 percent to 2 percent effective January 30, 1953, a saving of about $100,0000 
a year for the company. (Source: Passenger Transport November 14, 1952 and 
company’s reply to data sheet No. 602, received March 17, 1953.) 

Greater Winnipeg Transit Commission—On May 31, 1953, property passed 
from private ownership to public ownership and a 5 percent gross revenue tax 
in Winnipeg was replaced by a seai-mile tax of one-thirtieth cent per mile op- 
erated. (Source: Company’s reply to American Transit Association data sheet 
No. 611 received December 1955.) 

Portland Tractor Co.—The company’s tax amounting to 5 percent of total 
revenue less certain taxes and imposts was reduced to 1 percent from and 
after July 1, 1953. (Source: Company’s reply to American Transit Association 
data sheet No. 611 received December 13, 1955.) 

Companies Operting in Dayton: (Trolley Coach Operations).—The City Rail- 
way Co., the Dayton & Xenia Railway Co., the Oakwood Street Railway Co. 
Effective August 8, 1953, the companies’ franchise taxes applicable to trolley 
coach operations were reduced from 5 percent of gross revenue to 1 percent. 
(Source: The City Railway Co.’s reply to data sheet No. 602 received November 
23, 1953.) 

Springfield (Ohio) City Lines, Inc.—1 percent on gross passenger receipts was 
reduced to six-tenths of 1 percent effective December 1, 1953. (Source: Com- 
pany’s letter dated November 12, 1953.) 

San Jose City Lines, Inc.—A gross receipts tax was reduced from 2 percent 
to 1 percent. (Effective date not indicated.) (Source: Letter from National 
City Lines, Inc., dated November 13, 1953.) 

Stockton City Lines, Inc.—Gross receipts tax was reduced from 1 percent of all 
revenues to 1 percent of revenues derived from operations within the city. 
(Effective date not indicated.) (Source: Letter from National City Lines, Inc. 
dated November 13, 1953.) 

Tulsa City Lines, Inc——Gross receipts tax reduced from 4 percent to 2 percent. 
(Effective date not indicated.) (Source: Letter from National City Lines, Inc. 
dated November 13, 1953. 

Georgia Power Company (Rome, Ga.).—Municipal gross receipts tax was dis- 
continued during 1954. (Source: Comnany’s reply to American Transit Associa- 
tion data sheet No. 611 received December 9, 1955.) 

Santa Barbara Motor Coach Co.—Effective in February 1954, franchise require- 
ment of 1 percent of revenue from fares was eliminated. (Source: Company’s 
reply to American Transit Association data sheet No. 611 received December 8, 
1955. ) 

Jackson (Mich.) City Lines, Inc.—Effective July 1, 1954, the 2 percent gross 
receipts tax (paid only when accumulative operating ratio was no greater than 
9314 percent) was replaced by a yearly license fee of $10 per bus for each bus in 
use or available for use. (Source: Letter from National City Lines, Inc. dated 
March 24, 1954.) 

Kalamazoo City Lines, Inc—Effective July 1, 1954, the 2 percent of gross tax 
was replaced by a yearly license fee of $10 per bus for each bus in use or avail- 
able for use. (Source: Letter dated March 24, 1954 from National City Lines, 
Inc.) 

Pontiac City Lines, Inc.—Effective July 1, 1954, the 2 percent of gross tax was 
replaced by a yearly license fee of $10 per bus for each bus in use or available 
for use. (Source: Letter dated March 24, 1954 from National City Lines, Inc.) 

Portsmouth Transit Co.—The company’s gross receipts tax was cut from 5 per- 
cent to 4 percent effective July 1, 1954. (Source: Passenger Transport April 30, 
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1954 and company letter dated October 20, 1955, and company’s reply to American 
Transit Association data sheet No. 611 received January 25, 1956.) 

Dallas Railway & Terminal Co—REffective July 7, 1954, company’s gross re- 
ceipts tax (2 percent on rail and 4 percent on motor bus operations) was cut 
50 percent. (Source: Passenger Transport July 9, 1954, pp. 1, 8 and company’s 
reply to American Transit Association data sheet No. 611 received January 30, 
1956. ) 

Nueces Transportation Co—New franchise granted in August 1954, allows com- 
pany a 6 percent return on equity capital (capital stock plus earned surplus) 
before the 2 percent gross receipts tax becomes operative. Previously, the com- 
pany had been required to pay the 2 percent tax irrespective of its net earnings. 
(Source: Company’s letter dated August 30, 1954, and company’s reply to Ameri- 
can Transport Association data sheet No. 611 received January 9, 1956.) 

Spokane City Lines, Inc.—2 percent gross receipts tax eliminated October 6, 
1954 to March 31, 1955. (Source: Passenger Transport October 8, 1954, p. 1). 

The Miami Beach Railway Co—Under a new 20-year franchise granted De- 
cember 5, 1954, company pays 1 percent of gross receipts annually within the 
city of Miami Beach. Previously, a 6 percent gross receipts tax was in effect 
but was paid only when profits exceeded 5 percent of rate base. (Source: 
American Transit Association data sheet No. 611 and company letter dated 
February 28, 1956.) 

California (statewide) —The earnings of a bus company operating just outside 
an incorporated city will be taxed on a mileage basis, with the 3 percent State 
tax applying only to the proportion outside the city. Previously, the earnings 
both within and outside the city were subject to the tax. (Senate bill No. 1636; 
1955.) 

(State-Los Angeles area): Gross receipts tar —Companies entering or crossing 
so-called islands created by annexations (communities within the external 
boundaries of the city but not a part thereof) were exempted from the 3 percent 
State tax on gross earnings. (Assembly bill 1217; 1955). (Source: Copies of 
legislative bills on file with American Transit Association.) 

Battle Creek Coach Co.—KEffective January 1955, annual city license 
fee per bus reduced to $10 in lieu of former franchise tax of 1 percent on first 
$200,000 revenue; 114 percent on next $50,000 and 2 percent on all additional 
revenues. (Source: Company's reply to American Transit Association data sheet 
No. 611 received March 5, 1956.) 

Portsmouth Transit Co—The company’s gross receipts tax was cut from 
4 percent to 3 percent effective January 1, 1955. (Source: Passenger Transport 
April 30, 1954 and company letter dated October 20, 1955 and company’s reply 
to American Transit Association data sheet No. 611 received January 25, 1956.) 

Springfield (lil.) Transportation Co.—Beginning January 1, 1955 and for the 
balance of the franchise period of 9 years, company will pay only a 2 percent 
gross receipts tax to the city in lien of the former 4 percent tax. (Source: Pas- 
senger Transport July 15, 1955)—page 1 and company’s reply to American Tran- 
sit Association data sheet No. 611 received December 12, 1955.) 

Gadsden Transit, Inc—Effective January 1, 1955 city waived franchise re- 
quirement of 3 percent of gross revenue derived from operations within city. 
(Source: Company’s reply to American Transit Association data sheet No. 611 
received March 9, 1956.) 

Tacoma Transit Co.—Effective January 1, 1955, company was granted a 1 per- 
cent reduction from 4 to 3 percent in gross earnings tax paid to the city of 
Tacoma. (Source: Company’s reply to American Transit Association data sheet 
No. 611 received December 27, 1955.) 

Wichita Transportation Corp.—City commission on February 1, 1955 “forgave” 
$33,671 in franchise tax owed the city for the last half of 1954. (Source: Clip- 
ping from “The Evening Eagle’ February 1, 1955.) 

The city commission approved an ordinance by which the company will pay 
no franchise tax until after it has first earned $90,000 net. If earnings should 
exceed this amount, company will pay 4 percent tax on any excess above $90,000. 

Because the State law makes it mandatory that company pay some franchise 
tax, it is paying a $10 license fee per vehicle per year to conform to the State 
law. (Source: Company letter June 24, 1955.) 

Tennessee (statewide) .—The gross receipts tax repealed by the 1955 session 
of the State legislature. (Source: Knoxville Transit Lines’ reply to American 
Transit Association data sheet No. 611 received January 30, 1956.) 

New York (statewide).—Cities and villages in New York State were given the 
right to exempt bus companies from paying the 1 percent utilities tax on gross 


iu 

: 
i 
fi 
a 
i 
‘i 

i 

i} 

5 








678 MINIMUM WAGE. PROTECTION 


receipts, (Ch. 844 of laws of 1955; Senate bills No. 3133 and 3119, April 
29, 1955.) 

North Carolina (statewide).—Effective July 1, 1955 motor carrier fees for 
common carriers (franchised bus carriers) were reduced from 6 percent to 3 
percent of gross receipts. (Source: American Transit Association data sheet 
No. 611 received March 7, 1956 from White Transportation. ) 

Des Moines Transit Co.—City Council relieved company of paying 2% percent 
gross revenue tax from July 4 to December 31, 1955. (Source: P. T. August 5, 
1955, p. 1.) 

The council agreed to waive a 114 percent gross revenue tax against the trolley 
bus lines. (Source: P. T. August 19, 1955, p. 2.) 

In April 1955, the Polk County board of supervisors suspended the 2% percent 
gross revenue tax for one year from April 21, 1955 to April 21, 1956 inclusive. 
(Source: Company’s reply to American Transit Association data sheet No. 611 
received January 20, 1956.) 

Albuquerque (N. Mex.) Bus Co.—A franchise tax of 2 percent of the gross oper- 
ating revenues was temporarily suspended by resolution of the City Commission 
on July 26, 1955, amending the Albuquerque Municipal Code No. 776, paragraph 
13, subparagraph E. (Source: Company’s reply to American Transit Association 
data sheet No. 611 received March 7, 1956.) 

Iowa (State-Des Moines area).—The 1955 State legislature passed an amend- 
ment providing that the city council could forgive such part of the 2% percent 
gross revenue tax as it warranted. (Source: P. T. August 5, 1955—Page 1 and 
company’s reply to American Transit Association data sheet No. 611 received 
January 20, 1956.) 

Waco Transit Co.—Effective November 1, 1955, 2 percent gross receipts tax re- 
quired under franchise was reduced to 1 percent. (Source: Company’s reply to 
American Transit Association data sheet No. 611 received December 6, 1955.) 

Miami Transit Co.— New franchise makes mandatory franchise payments up 
to 5 percent of gross receipts only if company earns up to 7 percent return on 
its rate base after the determination of Federal income taxes on the year’s 
earnings and all other taxes. If a 7 percent return on its rate base does not 
amount to at least $150,000 after such taxes, then company shall have the right 
and privilege of receiving up to 344 percent of its gross operating revenues to 
reach a maximum earning of $150,000 after such taxes. (Ordinance No. 5472; 
November 18, 1955.) 

Hempstead (N. Y.) Bus Company (and 4 other local companies).—Local law 
No. 4 of 1955, adopted December 20, 1955, exempts “persons engaged in the 
omnibus corporation business” from paying the village 1 percent tax on gross 
receipts. 

Avenue B and East Broadway Transit Co., Inc.—Effective January 1, 1956, the 
board of estimate reduced franchise payment from 2 percent to one-half of 1 
percent. (Source: New York City board of estimate, approved December 29, 
1955. ) 

Jamaica Buses, Inc.—Effective January 1, 1956, New York City franchise tax 
will be 4 percent instead of 5 percent. (Source: Company’s reply to American 
Transit Association data sheet No. 611 received February 9, 1956.) 

New York City Omnibus Corp.—Effective January 1, 1956, the board of estimate 
reduced from 5 percent to 3 percent the franchise tax on gross receipts of 
the eorporation, except on the corporation’s Fifth Avenue Coach Lines, where 
the franchise tax remains at 2 percent. (Source: Company’s reply to American 
Transit Association data sheet No. 611 received February 3, 1956.) 

Third Avenue Transit Corp., New York.—Effective January 1, 1956, the board 
of estimate reduced franchise payment from 3 percent to 2 percent. (Source: 
New York City board of estimate resolution—approved December 29, 1955.) 

Triple Cities Traction Corp. (Binghamton, N. Y.).—Effective January 1, 1956, 
city of Binghamton will eliminate the 1 percent gross revenue tax. (Source: 
Company’s reply to American Transit Association data sheet No. 611 received 
December 8, 1955. ) 

Virginia (statewide).—Effective January 1, 1956, the State repealed both the 
2.1 percent State franchise tax and the 0.2 percent evaluation tax on gross 
revenue derived from operation within a city or town. (Source: American 
Transit Association data sheet No. 611 submitted by the Virginia Transit Co. 
January 18, 1956.) 

Houston Transit Co.—City of Houston 2 percent gross receipts tax reduced to 
1 percent effective February 3, 1956. (Source: Company’s reply to American 
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Transit Association data sheet No. 611 received March 1, 1956, and Passenger 
Transport January 13, 1956, p. 1.) 

New York (statewide)—Omnibus companies in New York were exempted 
from the 2 percent State tax on the first $125,000 of gross receipts in each quarter- 
year period. (Maximum $500,000 annually.) (Senate bill No. 3776, February 
29, 1956. ) 

Galveston Transit Co.—City council in March 1956 reduced the gross receipts 
tax from 2 percent to two-tenths of 1 percent. (Source: Passenger Transport 
March 30, 1956, p. 1.) 

Gary Railways, Inc—Company has discontinued the payment of the 154 per- 
cent revenue tax on intracity passenger revenue. City of Gary has filed suit for 
its continuance. (Source: Company letter dated March 26, 1956.) 

City Bus Co. (Oklahoma City).—City council agreed to forego collection of the 
2 percent tax on gross receipts. (Source: Passenger Transport April 6, 1956, 
Doi.) 

D. OC. Transit System, Inc., (Washington, D. C.)—formerly Capital Transit 
Co.—The new company has been freed entirely from a 2 percent gross receipts 
levy that cost the old Capital Transit Co. $421,001 in 1955 (P. L. 757). (Source: 
Passenger transport, August 31, 1956, p. 1.) 

Portsmouth (Va.) Transit Co.—Tax relief was tentatively granted by city 
council which reduced the present 3 percent gross receipts tax to 14% percent 
effective September 1, 1956. (Source: Passenger transport, August 17, 1956, 
p. 1.) 

Tulsa (Okla.) City Lines, Inc.—City council reduced the gross receipts tax from 
2 percent to 1 percent effective October 21, 19856. This is the minimum under 
the statutes of Oklahoma. (Source: Letter from Mr. K. E. Totten, vice presi- 
dent, National City Lines, dated October 25, 1956.) 





INCOME TAX 


Springfield (Ohio) City Lines, Inc—Company was exempted from paying city 
income tax of 1 percent of net income (effective date not reported.) (Source: 
Company reply to American Transit Association data sheet No. 611 received 
December 1, 1955.) 

Canada-General.—Reductions of from 49 to 47 percent made in corporation 
income taxes, effective July 1, 1955. (Source: B. T. May 1955, p. 117.) 


INSPECTION FEES 


Tennessee (statewide) (interstate companies) .—Inspection fees reduced from 
$2.50 to $1.25 a year per seat. (Source: Knoxville Transit Lines’ reply to Ameri- 
can Transit Association data sheet No. 611 received January 30, 1956.) 

Pittsburgh Railways Co—On December 12, 1955, city of Pittsburgh relieved 
company from payment of charges theretofore made for pole and wire inspec- 
tion, street cleaning, bridge rentals and similar franchise contract and ordi- 
nance charges for a period including the last quarter of 1955 and annually there- 
after until the suspension and waiver thereof are revoked by the city. (Source: 
Company’s reply to American Transit Association data sheet No. 611 received 
February 1, 1956.) 

LICENSE FEES 


ilbuquerque Bus Co.—License registration fee to State of $10 per coach seat 
plus $50 minimum per coach was reduced by 50 percent. (Approved by State 
legislature July 1, 1951.) (Source: Company’s reply to data sheet No. 602, re- 
ceived March 3, 1953.) 

Rochester Transit Corp.—IiIn 1952, the Rochester city license on buses in regu- 
jar service was reduced from $200 per bus annually to $50 per bus. 

The town of Irondequoit license fee, flat rate of $450 annually, was discon- 
tinued. (Source: Company’s reply to data sheet No. 602, received May 19, 1953.) 

Gary Railways, Inc—In lieu of a flat license fee of $70 per bus, the city of 
Gary imposed a revenue tax of 154 percent on monthly intracity transportation 
revenue. (Source: Company’s reply to American Transit Assn. data sheet No. 
602 received March 30, 1953.) 

Paducah Transit Corp.—City commissioners in December 1954, granted Amer- 
ican Transit Corp. a 10-year operating permit which waived license fees for 
5 years. (Source: Passenger Transport, December 31, 1954.) 

LaCrosse Transit Co.—City bus license of $100 per year per bus licensed for 
operation eliminated for year 1955. (Passed by LaCrosse city council October 
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14, 1954.) (Source: LaCrosse “Tribune” October 15, 1954, and company’s reply 
to American Transit Assn. data sheet No. 611 received December 5, 1955.) 

Wausau Transit Lines, Inc.—A special city license fee of $100 per unit per 
year was eliminated January 1, 1955. (Source: Company’s reply to American 
Transit Assn. data sheet No. 611 received January 23, 1956.) 

Inter City Coach Line Co.—Effective April 1, 1955 annual city license fees 
were reduced from $100 per bus to $30. (Source: American Transit Assn. data 
sheet No. 611 received February 28, 1956.) 

Texas (statewide) (intercity buses) —In 1955, the annual license fees of 
intercity motor buses were set at 67% cents per 100 pounds or fraction thereof 
for buses up to 6,000 pounds. Fees per 100 pounds or fraction thereof for heavier 
buses are as follows: 6,001 to 8,000 pounds, 70 cents; 8,001 to 10,000 pounds, 
75 cents ; 10,001 to 24,000 pounds, one dollar ; 24,001 to 31,000 pounds, $1.25; and 
31,001 pounds and up, $2. 

Previously rates for interurban buses varied from $1.25 per 100 pounds for 
vehicles weighing 4,000 pounds or less to $4 per 100 pounds for those over 
28,000 pounds. (Source: Passenger Transport, May 20, 1955, p. 4.) 

Wisconsin (statewide): Effective June 15, 1955, transit firms were exempted 
from municipal license fees and the charge for annual license fees was fixed at 
$1 per vehicle. Previously a graduated license fee based on weight of the 
vehicle was imposed. (Source: Passenger Transport, June 24, 1955, p. 1.) 

Browning Bus Line Co. (New Castle, Ind.).—City council reduced bus license 
fees from $75 to $15 per bus. (Source: Passenger Transport, July 22, 1955, p. 7.) 

Monroe (Mich.) City Lines.—City commission reduced license fees for buses 
from $40 to $20 per vehicle. (Source: Passenger Transport, March 23, 1956, 
p. 3.) 

MOTOR FUEL TAX 


Georgia (statewide).—Fuel tax reduced from 7 cents to 6 cents per gallon; 
reduction applies to all purchasers or users of motor fuel. (Fuel tax reduction 
resulted from new State sales tax effective 1951). (Source: Savannah Transit 
Co.’s reply to data sheet No. 602, received March 18, 1953.) 

Michigan (statewide).—QGompanies operating passenger vehicles under a 
municipal franchise entitled to a refund of 1% cents per gallon on gasoline and 
1 cent per gallon on diesel fuel. While this relief was passed in 1952, partial 
refunding of such taxes paid during the calendar year 1951 was also provided. 
(Michigan Public Acts Nos. 11 and 12; 1952.) 

Chicago Transit Authority (state tax reduction ).—Granted an exemption from 
paying about $1,300,000 a year in motor fuel taxes. (H. B.505,1955.) (Source: 
Company letter dated August 10, 1955.) 

Texas (statewide).—The transit industry was exempted from a one-cent-per- 
gallon increase in the State motor fuel tax under House bill No. 660 passed in 1955. 

Under the legislation the exemption is applicable to a transit company “(a) the 
greater portion of whose business is the transportation of persons within the 
limits of an incorporated city or town in conveyance designed to transport 12 
or more passengers; (b) which holds a franchise from such city or town; (c) 
whose rates are regulated by such city or town; and (d) which pays to such city 
or town a tax on its gross receipts.” (Source: Passenger Transport, June 10, 
1955, p. 1.) 

Wisconsin (statewide). —Effective June 15, 1955, transit firms were exempted 
from State motor fuel taxes. (Source: Passenger Transport, June 24, 1955, p. 1.) 

Federal tax relief —Effective July 1, 1956, the Federal Road Bill exempted 
transit companies from paying the increase in the Federal motor fuel tax if 
company derived 60 percent of its gross revenues from operations where the 
10 percent Federal tax on transportation does not apply. (Source: 
Transport, June 26, 1956, p. 1.) 

D.C. Transit System, Inc. (Washington, D. C.), formerly Capital Transit Co. 
Public Law 757 provides that the transit company will not have to pay the 
District of Columbia tax on motor vehicle fuel, if it is unable otherwise to earn, 
after income taxes, a 614 percent return on its rate base or 6% percent return on 
gross operating revenues, if the operating ratio method is being used to fix the 
rates of the company. (P. L. 757 calls for a shift to the operating ratio method 
of rate making ‘“‘as promptly as possible and as conditions warrant ; and if condi- 
tions warrant, not later than Aug. 15, 1958.”) (In 1954, the District motor 
vehicle fuel tax cost Capital Transit $395,392 and in 1955 the figure was $348,416.) 
(Source: Passenger Transport, Aug. 31, 1956, p. 1.) 
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Huntsville Transit, Inc—County of Madison reduced gasoline tax from 3 cents 
to 1.5 cents per gallon purchased. (HEffective date not reported.) (Source: 
Company's reply to American Transit Association data sheet No. 611 received 
March 9, 1956.) 


OCCUPATION TAX 


Portland Traction Co.—The company was relieved of its occupational tax by 
the city from April 1, 1948, and tax was permanently suspended until further 
notice from January 1, 1949. (Source: Company’s reply to American Transit 
Association data sheet No. 611 received December 13, 1955.) 

Georgia (statewide).—A State specific tax, amounting to $100 annually per 
bus on hand as of January 1 was repealed July 1, 1951. (Source: Savannah 
Transit Co.’s reply to data sheet No. 602, received March 18, 1953.) 

Butte City Lines, Inc.—City of Butte business license at $50 per bus, and bus 
loading zone fees at $1,164, based on footage of curb were waived effective Jan- 
uary 1, 1952. (City ordinance No. 2125, Apr. 2, 1952.) 

City of Walkerville business license at $100 per year was waived effective 
January 1,1952. (Source: Company’s relay to data sheet No, 602, received April 
29, 1953.) 

Source: Company’s reply to data sheet No. 602, received April 29, 1953.) 

Albuquerque Bus Co.—Waived by the city in lieu of a 2-percent gross franchise 
tax provided in new franchise effective March 17, 1952. (Source: Company’s 
reply to data sheet No. 602, received March 3, 1953.) 

Lincoln City Lines, Inc.—2 percent city occupation tax waived. (Effective 
date not indicated.) (Source: Letters from National City Lines, Inc., dated 
November 13, 1953.) 

Omaha (Nebr.) Transit Co.—On November 27, 1956, city council eliminated the 
1%4-percent occupation tax. (Source: Moody’s December 4, 1956, p. 1781.) 


PAVING OBLIGATIONS 


The Cincinnati Transit Co.—Permanently relieved of paying obligation in 1953. 
(Source : Company’s letter dated November 13, 1953.) 

Portland Traction Co.—On June 24, 1953, company was relieved of its obliga- 
tion to pay for paving over abandoned street railway track area and maintain 
the same area for a 10-year period. (Source: Company’s reply to American 
Transit Association data sheet No. 611 received December 13, 1955.) 

Milwaukee & Suburban Transport Corp.—tin 1954 and 1955 the company was 
relieved of all track removal and repaving obligations in connection with two 
streetcar conversions. (Source: Company’s reply to American Transit Associa- 
tion data sheet No. 611 received January 9, 1956.) 

Denver Tramway Corp.—The city of Denver relieved company of the responsi- 
bility of repairing streets damaged by transit vehicles and of any obligation to 
remove tracks and ties and repair streets. 

During the years 1954 and 1955 the city had an agreement with the com- 
pany whereby the latter would pay up to $50,000 a year for street damage done 
by its vehicles. (Source: Passenger Transport, June 3, 1955, p. 1.) 


PROPERTY TAX 


Metropolitan Transit Authority, Boston (local tar reduction in cities and 
towns ).—Metropolitan Transit Authority became exempt from personal property 
taxes, after 1947 (ch. 544, Mass. Acts of 1947). (Source: MTA’s reply to data 
sheet No. 602, received March 16, 1953.) 

Tennessee (statewide).—The State real and personal property tax of $8 per 
$100 of assessed value was discontinued by the State legislature as of January 
1,1950. (Source: Knoxville Transit Lines’ reply to data sheet No. 602, received 
February 27, 1953.) 

Georgia (statewide).—Reductions made in the property tax in 1952. (Re- 
duction resulted from new State sales tax effective 1951.) (Source: Savannah 
Transit Co.’s reply to data sheet No. 602, received March 18, 1953.) 


REAL ESTATE TAX 


Metropolitan Transit Authority, Boston (local tar reduction in cities and 
towns ).—Metropolitan Transit Authority became exempt from real estate taxes 
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after 1949 (ch. 572, Massachusetts Acts of 1949). (Source: Metropolitan 
Transit Authority’s reply to data sheet No. 602, received March 16, 1953.) 

Hudson & Manhattan Railway Co. (New Jersey)—Agreements giving the 
Hudson & Manhattan Railway Co. a tax reduction of nearly $270,000 a year were 
signed July 19, 1956, in Jersey City. (Source: Passenger transport, July 27, 
1956, p. 1.) 

D.C. Transit System, Inc. (Washington, D. C.), formerly Capital Transit Co.— 
After District of Columbia Transit system has fully converted to an all-bus opera- 
tion, the company, under Public Law 757, no longer will be subject to real estate 
taxes, if it is un:ble to otherwise earn a 6% percent return. (Capital Transit 
Co. paid $127,751 in real estate taxes for 1954 and $126,036 for 1955.) (Source: 
Passenger Transport, August 31, 1956, p. 1.) 


REGISTRATION FEES 


Metropolitan Transit Authority, Boston.—Bus registration fees were reduced 
to $3 per bus, after August 29, 1947 (ch. 544, Massachusetts Acts of 1947). 

Chicago Transit Authority—In 1949 all State vehicle registration fees and 
license plates reduced from regular rates to $2 per vehicle. (Source: Chicago 
Transit Authority’s reply to data sheet No. 602 received March 3, 1953.) 

Massachusetts (statewide).—In 1953, registration fees applicable to common 
earrier buses operating under a certificate, license or permit from the Depart- 
ment of Public Utilities under chapter 159A, general laws, were reduced from 
$1.50 to 50 cents per seat. (Source: Various replies to A. T. A. data sheet No. 
611.) 

West Virginia (statewide).—State law permitting some bus companies to pay 
city taxes in lieu of the State-imposed seat-mile tax and registration fees was 
upheld in 1954 by Circuit Judge Frank L. Taylor, who stressed that city franchise 
ordinances are invalid which fail to stipulate that the money collected be used 
for street maintenance. 

About 10 bus companies in the State were affected by the ruling. (Source: 
Passenger Transport, September 3, 1954.) 

Tennessee (statewide) : (interstate companies ).—Interstate bus companies op- 
erating through Tennessee relieved in March 1955, of paying full registration fees 
for buses operating only a portion of their route in that State. Source: Knox- 
ville Transit Lines’ reply to American Transit Association data sheet No. 611 
received January 30, 1956.) 

SALES TAX 


Albuquerque Bus Co.—Exempted from 1 percent city sales tax on all sales and 
services which city of Albuquerque levied May 1, 1955. (Sourse: Company letter 
of Aug. 1, 1955.) 

SEAT-MILE TAX 


West Virginia (statewide)—State law permitting some bus companies to pay 
city taxes in lieu of the State-imposed seat-mile tax and registration fees was 
upheld in 1954 by Circuit Judge Frank'L. Taylor, who stressed that city franchise 
ordinances are invalid which fail to stipulate that the money collected be used 
for street maintenance. 

About 10 bus companies in the State were affected by the ruling. (Source: 
Passenger Transport, September 3, 1954.) 

City Lines of West Virginia, Ine—The city of Parkersburg set a fee for op- 
eration routes within the city of one-half cent per bus-mile instead of one- 
thirtieth cent per passenger seat mile as provided by State statutes (effective 
July 1, 1955). (Source: Company’s reply to American Transit Association data 
sheet No. 611 received December 7, 1955.) 


SNOW REMOVAL OBLIGATIONS 


Kansas City Public Service Co., Kansas City, Mo.—City council in January 1952, 
appropriated $60,000 in street maintenance funds to pay for removal of snow 
and ice and sanding and cindering bus routes. (Source: Passenger Transport 
January 19, 1952.) 

Springfield (Ohio) City Lines, Inc ~—Company’s obligation of removing ice and 
snow have been modified considerably. (Source: Company’s letters dated No- 
vember 19, 1952 and November 12, 1953.) 

United Transit Co. (Providence) :—On August 21, 1953, company sent letters to 
the individual cities and towns in which it operates that it intended to discontinue 
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the practice of plowing snow from the streets of the various communities during 
and after snowstorms which have been costing the company an average of $100,000 
annually in the past 10 years. 

When the letters were released by the municipalities to the press it apparently 
was there acceptance of this notice. 

However the city of Providence requested a conference with the company and 
the final agreement decided upon was that the UTC would immediately reduce its 
plowing schedule by one-half so that for the 1953-54 snow season the company 
reduced its plowing schedule from 70 miles of road to 35 miles ; that in the 1954-55 
season the company would again reduce the mileage this time from 35 road miles 
to 17 miles and that at the completion of the snow year about March 15, 1955, the 
company would no longer be responsible for any snow plowing and sanding work. 

Capital Transit Co.—District of Columbia commissioners agreed to reimburse 
Capital Transit Co. for the cost of sand and chemicals, the hiring of supplemental 
equipment, and up to a specific cash amount in actual labor costs for snow 
emergency work. (Source: Passenger Transport February 19, 1954.) 

Spokane City Lines, Inc-—Company has been relieved of the responsibility of 
providing 6 to 8 snowplows and from 4 to 6 cinder trucks. (Source: Passenger 
Transport, October 8, 1954, p. 1.) 

Omaha (Nebr.) Transit Co.—On November 27, 1956, company was relieved of 
show removal obligation. (Source: Moody’s, December 4, 1956, p. 1781.) 

D.C. Transit System (Washington) .—The District has agreed to pay the com- 
pany a flat fee of $3,500 for using its 15 giant trucks and to pay the company $15 
an hour for each unit used during snow removal work for abrasive spreading or 
plowing on a “portal to portal’ basis, for the first 100 hours of work. The rate 
will drop to $10 an hour per unit thereafter. The contract states that the 
District will buy all materials. (Last year, materials used by the old Capital 
Transit Co. cost $6,900.) (Source: Passenger Transport, December 28, 1956, 
p. 1.) 

Fort Wayne Transit, Inc.—City has agreed to reimburse company for all labor 
costs, all sand, chemicals, and trucks used in snow removal. (Source: Agreement 
signed January 8, 1957.) 


SUBSIDIES GRANTED 


Toronto Transit Commission.—The Metropolitan Council granted $2,500,000 
to the Toronto Transit Commission. (Source: Passenger Transport, September 
16, 1955, p. 5.) 

Brandon Transit Ltd. (Manitoba).—City council agreed to continue to subsi- 
dize the franchise holder for losses not exceeding $6,000 on operations for the 
next 5 months. (Source: Bus and Truck Transport, February 1956, p. 102.) 

Public Utilities Commission, Brantford.—The city council will underwrite the 
costs of continued operation for Sundays and evening service until a committee 
has investigated all phases of the transportation question. (Source: Bus and 
Truck Transport, March 1956, p. 116.) 

Greer Transportation Co., Ltd., Barrie, Ontario.—Bus service will continue in 
Barrie for at least another 4 months during which the company will receive 45 
cents for each mile the buses are operated in the town, and the town will be 
credited with all fares collected. (Source: Bus & Truck Transport, March 1956, 
p. 118.) 

Moose Jaw (Sask.) Transportation Co.—The city has agreed to increase its 
subsidy from $24,000 to $28,000 to keep the transit system operating for another 
year. (Source: Bus & Truck Transport, April 1956, p. 116.) 

Newmarket (Ont.) Bus Lines.—Payment of a $60 subsidy was authorized re- 
cently by the town council. (Source: Bus & Truck Transport, May 1956, p. 134.) 


TRANSPORTATION TAX 


Federal tax relief—Effective September 1, 1956, the Kean bill exempted all 
1-way transportation fares of 60 cents or less from the 10 percent Federal tax 
on persons. This tax was previously applicable to all fares in excess of 35 
cents. (Source: Passenger Transport, August 10, 1956, p. 1.) 


UTILITY TAX 


Jacksonville Coach Co.—Company is no longer required to pay a city utility 
tax amounting to 10 percent on invoices of $500 or less and 5 percent on amounts 
over $500. (Source: Company letter dated August 24, 1953.) 
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Seattle (Wash.) Transit System.—City council’s 1957 budget report calls for 
elimination of a 2-percent utility tax, which has netted the city about $225,000 
a year, and the imposing of a “revised flat charge” for services provided the 
transit system by other city departments. Estimated to save Seattle Transit 
System $100,000 annually. (Source: Passenger Transport, September 21, 1956, 


p. 4.) 
WEIGHT TAX 


Federal tar relief —Effective July 1, 1956, the Federal road bill exempted tran- 
sit companies from paying the new weight tax on vehicles having a gross weight 
of 26,000 pounds or over if company derived 60 percent of its gross revenues from 
operations where the 10-percent Federal tax on transportation does not apply. 
(Source: Passenger Transport, June 29, 1956, p. 1.) 


MISCELLANEOUS 


Metropolitan Transit Authority, Boston—State tag reduction: Permit for new 
buses.—Metropolitan Transit Authority became exempt from bus permit of $10 
for each new bus placed in service, payable to Department of Public Utilities, 
after August 3, 1949 (ch. 572, Massachusetts Acts of 1949). 

Metropolitan Transit Authority, Boston—Local tax reduction in cities and 
towns: License fees for new bus routes.—Metropolitan Transit Authority, be- 
came exempt from license fees for new bus routes after August 3, 1949 (ch. 
572, Massachusetts Acts of 1949). (Source: Metropolitan Transit Authority’s 
reply to data sheet No. 602, received March 16, 1953.) 

Metropolitan Transit Authority (Boston)—Tagres in general.—The tax law 
in Massachusetts which partially exempted the local taxes paid by the Metro- 
politan Transit Authority was amended effective January 1, 1951, as follows: 

SEcTION 14 (as amended by sec. 6 of Stat. 1949, ch. 572). The authority 
and all its real and personal property shall be exempt from taxation and 
from betterments and special assessments; and the authority shall not be 
required to pay any tax, excise or assessment to or for the Commonwealth 
or any of its political subdivisions; nor shall the authority be required 
to pay any fee or charge for any permit or license issued to it by the Com- 
monwealth, by any department, board or officer thereof, or by any political 
subdivision of the Commonwealth, or by any department, board or officer 
of such political subdivision ; and, so far as constitutionally permissible, the 
authority shall be exempt from tolls for the use of highways, bridges and 
tunnels. The authority shall be required to pay fees, duties, excise or 
license taxes for the registration, operation or use of its vehicles on public 
highways and for fuels used for propelling such vehicles in the same 
manner and to the same extent as other political subdivisions of the Com- 
monwealth pay such fees, duties, excise or license taxes. 

(Source: Metropolitan Transit Authority’s reply to data sheet No. 602, re- 
ceived March 16, 1953.) 

Paducah Transit Corp.: All city tares.—City commissioners in December 
1954, granted American Transit Corp. a 10-year operating permit which waived 
all city taxes for 5 years. (Source: Passenger Transport, December 31, 1954.) 

Greater Winnipeg Transit Comm.: Fired assessment tax.—City council voted 
to eliminate the fixed assessment tax which brought $81,000 to the city. (Source: 
Passenger Transport December 30, 1955, p. 5.) 

ExHrBit D 
1 


SUMMARY OF ACTIONS BY STATES AND CITIES RE STUDIES” OF THE LOCAL TRANSIT 
PROBLEM BY SPECIAL COMMISSIONS OR COMMITTEES 


Studies of the transit problem have been initiated in several States and cities. 
Following is a brief summary of the principal recommendations and notation of 
action taken pursuant thereto if any. 





1 Incorporating recommendations for relief from taxes or imposts. 


ae SS | h  lCU 


——_—~ were 


MINIMUM WAGE PROTECTION 685 


MASSACHUSETTS 


Special Commission Relative to Local Transit Companies, March 1953 
Recommendations 


1. Speed up action on applications for fare increases. 

2. Provide relief on charter and special bus operations for established transit 
companies from substandard competition. 

3. Reduce registration fee on buses. 

4. Permit cities and towns to subsidize marginal service. 

5. Reduce statute of limitations on actions arising from bus accidents from 
6 years to 1 year. 

6. Repeal service-at-cost provisions of street railway law which were adopted 
in 1918, and never operative, because they are “outmoded and impractical of 
operation under circumstances prevailing today.” 

The commission also considered measures to exempt buses from the motor 
vehicle excise tax and to exempt bus operators from the gasoline tax. Legisla- 
tion on these measures was deferred because questions of public policy were 
thereby raised, which were of such far-reaching importance that a definite 
recommendation was deferred. However, the Commission did state that these 
two measures were probably the next steps. 


Action 
Registration fee on transit buses reduced from $1.50 to 50 cents per seat. 


WISCONSIN 


Governor’s Commission on Urban Mass Transportation, November 1954 
Recommendations 


Action to be taken by transit operators: 
1. Maintain modern equipment. 
2. Merchandise public transit. 
3. Improve public relations. 
Action to be taken by municipalities: 
1. Consider use of mass transportation to help solve traffic congestion. 
2. Eliminate curb parking downtown and on heavy transit lines. 
3. Control traffic to permit free transit movement. 
4. Regulate on- and off-street parking in congested areas to eliminate all-day 
parkers. 
5. Assist in educational program to acquaint public with transit potentials 
in reducing tratlic congestion and lessening expenditures for street improvements. 
6. Limit pickup and deliveries to certain hours in congested areas. 
Action to be taken by business organizations and associations: 
1. Cooperate with transit in the elimination of curb parking. 
. Schedule pickup and deliveries during hours of light traffic. 
. Arrange for off-street loading and unloading facilities. 
. Offer inducement to transit users through fare refunds as is done in rebat- 
ing parking costs to automobile users. 
5. Assist in educational program described in item 5 applicable to transit 
operators. 
6. Cooperate in establishing a staggered-hours program. 
Action to be taken by the Public Service Commission : 
1. Expedite the handling of mass transit questions. 
2. Permit extension of routes and service on a limited time basis with auto- 
matic expiration, unless extension is requested by transit company. 
3. Permit fare changes to become effective on 5 days’ notice, as follows: 
a. All fare reductions 
b. Fare increases not resulting in operating ratio below 95 percent before 
income taxes, with proviso for hearings and possible modification after 90 
days’ trial. 
Action to be taken by the State legislature: 
1. Appropriate $250,000 to assist in the study and solution of traffic and transit 
problems. 
2. Provide sufficient funds to the Public Service Commission for expeditious 
handling of all problems involved in motor carrier regulation. 
3. Use staggered hours in State offices. 
4. Permit municipalities to contract for trial extensions of service. 
89646——57—_—45 
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5. Amend tax laws to exempt urban transit from all local and State taxes, 
including income taxes. 

6. If laws are not amended, provide exemption from all State or local taxes 
applicable to urban mass transportation, but not to other forms of transportation. 


Action 
State legislative act, June 15, 1955: 
1. Exempted transit from State motor fuel taxes and city license fees. 


2. Substituted a State tax of 50 percent of net income in excess of 8 percent 
on depreciated value of plant. 


DALLAS, TEX. 
The Business Executives Research Committee, 1955 


The business executives research committee of Dallas is a committee of ex- 
ecutives and Southern Methodist University faculty members that conduct 
research investigations of specific economic problems. After studying the Dallas 
transit problem, they recommend the following program: 

. Prohibition of daytime curb parking in the central business district. 

. Provisions of parking space outside downtown area. 

. Staggered work hours in the downtown area. 

. Elimination of some transit stops, with increasing use of skip stops. 

. Special facilities for transit operation on expressways. 

Strengthen the financial position of the transit company by: 

(a) Further reduction or removal of remaining fuel taxes. 

(b) Eliminate gross receipts tax of 2 percent on streetcars and 4 percent 
on buses. 


Action 


1. Exempted from 1-cent increase in State motor fuel tax. 
2. Reduction of 50 percent in gross-receipts tax. 


Om OOD 


TOLEDO, OHIO 
Citizens transit study committee, appointed by the mayor, March 12, 1955. 


Recommendations 


1. Eliminate on-street parking in central area. 
2. Strictly enforce traffic rules and regulations. 
3. Enforce construction of adequate off-street parking facilities in new and 
remodeled buildings. 
. Relocate bus stops, where needed. 
. Institute pay-leave system of fare collection. 
. Improve traffic signal coordination. 
. Bliminate more left turns on heavily traveled streets. 
. Create better understanding on part of downtown business interests as 
to their stake in transit. 
9. Place more emphasis on street traffic safety education. 
10. Reduce or eliminate poorly patronized owl (all night) service. 
11. Reduce State license, gas and oil taxes. 


Action 


1. Onstreet parking eliminated in central area. 

2. Pay-leave fare collection system instituted, with 24-block neutral zone in 
in which no fares are collected. 

3. Owl service eliminated. 


AID Ol 


NEW YORK 


Special committee appointed by the governor for the study of the problems of 
the privately owned motorbus industry, 1954 and 1955 


Recommendations 


1. Eliminate State gross receipts tax. 


2. Permit operation of buses with maximum length of 40 feet and width of 
8 feet 6 inches (102 in.). 
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8. Eliminate the additional 2-cent diesel fuel tax imposed in 1951 for all such 
fuel consumed in city limits. 

4. Forego imposition of any further taxes on local transit companies. 

5. Give greater attention to measures for relief of traffic congestion. 


Action 
Two percent gross receipts tax eliminated on first $500,000 of revenue. 


NEW ENGLAND 


Report of the governor’s committee on public transportation. Title, “Local 
Public Transportation in New England,” July 17, 1956 


Recommendations 


1. Exempt from payment of fuel taxes. 

2. Reduction of registra] fee to a nominal amount sufficient merely to reimburse 
the State for the cost of the license. 

3. Elimination of gross receipts tax. 

4. Greater freedom and managerial discretion in adjusting fares and services 
to particular conditions. 

5. Continued use of operating ratios in adjusting transit fares and service. 

6. Traffic regulations which will assist transit by increasing its average speed. 

I. As to existing highways, we recommend as follows: 

A. Traffic regulation and traffic signal timing should be adjusted where possible, 
to enable transit to move with the highest possible speed, and thus enhance the 
ability of the most economic user of street space to carry passengers. The reser- 
vation of transit lanes for exclusive use of buses should be given consideration, 
especially in rush hours, in areas of heavy traffic density. 

B. Parking should be restricted on all transit thoroughfares where it interferes 
with the optimum operation of transit vehicles. Turning movements by private 
vehicles should be prohibited where such movements unreasonably interfere with 
transit or through traffic by automobile. Freight-carrying vehicles should be 
permitted in transit areas during rush hours only when no alternative appears 
feasible. 

C. Transit loading zones or areas should be marked off and protected against 
other unauthorized use. 

II. As to new construction, we recommend as follows: 

A. The planning of new highways should take into account their availability 
for use as transit thoroughfares and transit vehicles should be permitted 
access to them. 

B. The planning of new highways to take into account the possibility of 
locating routes so that private cars may feed into railroad, rapid transit or 
through-bus terminals at interchange points. 

7. Staggered hours. 

8. Private ownership. 

9. Transit management must anticipate the need for improved transit service, 
and, through cooperation of municipal authority and local business interest, 


take forceful steps to push forward and adapt their operations to modern-day 
needs. 


Action 
None. 
MASSACHUSETTS 


Report of the special commission relating to local transit companies, in the 
Commonwealth of Massachusetts, December 31, 1956 


Recommendations 


1. That the local board of assessors may abate in whole or in part the excise 
on any motorbus garaged in its municipality provided the application for 
abatement is accompanied by a certificate from the department of public utili- 
ties showing that the “operating ratio” of said company is 93 percent or greater. 

2. That the tax commissioner upon petition of a company shall reimburse said 
company from the excise paid on motor fuels such amount as will not reduce 
the “Operating Ratio” below 93 percent with the requirement, however, that no 
such relief will be granted unless the said company furnishes to the ecommis- 
sioner a certificate from the department of public utilities showing that the 
“operating ratio” is not less than 93 percent and the commissioner shall not reim- 
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burse in an amount greater than that which could bring the “operating ratio” 
down to 93 percent. 

3. That upon a petition for an increase in fares accompanied by a rate schedule, 
the rate schedule shall be put into effect at the expiration of sixty (60) days 
after the filing thereof if the department of public utilities has not rendered a 
decision prior thereto. If subsequent to the sixty (60) days the department of 
publie utilities renders a decision setting the rates lower than those in the 
proposed schedule then the company shall be required to reimburse its riders 
for the difference between the rates in the schedule and the rates approved by the 
department of public utilities. 


Action 
None. 
IOWA 


Report of the Iowa Governor’s Transit Study Committee, January 1957 


Recommendations 


1. Adoption by the State legislature of a system of joint regulation of bus 
companies by the Iowa Commerce Commission and individual municipalities. 

2. Elimination of the motor fuel tax imposed on transit vehicles. 

3. Elimination of motor vehicle license fees, including the compensation tax, 
for transit vehicles and the substitution of a $25 per vehicle registration fee. 
This would save the State’s transit companies about $45,000 annually. 

4. That cities be authorized to spend up to 25 percent of their gross annual 
parking meter revenue to improve transit service. 

The action recommended for transit companies included : 

1. Expanded advertising and public relations programs. 

2. Establishment of zone fares where possible, in an attempt to attract short- 
haul passengers. 

3. Study the possibility of express runs and reduced number of bus stops. 

Recommendations for the chamber of commerce include : 

1. To do all in their power to bring transit companies, merchants, school 
leaders and industrial officials together to ease local transit problems. 

2. Encourage schools, industries and downtown businesses to consider staggered 
hours. 


Action 
None. : 
PENNSYLVANIA ~* 


Citizens Advisory Committee to Study Mass Transportation ’roblems in Pennsy! 
vania, January 1957 


This committee, recently appointed by the governer, to study the survival 
problems of transit companies in Pennsylvania has not, as yet, issued and formal 
report or recommendations. 

MICHIGAN ” 


Report of the committee on bus company failures, Michigan House of Repre- 
tatives, February 7, 1957 

Recommendations 

(a) Private industry performing local transit or intercity motor bus trans- 
portation service in this State be granted tax relief by local governmental units 
of this State and by this State to the same extent as such relief is granted to 
bona fide municipal operations by specifically relieving the gasoline tax and 
diesel fuel tax ; weight tax, and that portion of the Michigan Public Service Com- 
mission mileage tax not used to defray the cost of operating said Michigan Publie 
Service Commission (this course has been followed in certain other States) ; or 

(b) A formula be established so as to provide a net operating ratio which is 
reasonable and fair after payment of all taxes, provided, however, that no such 
private carrier may be permitted under such formula to take tax credits in estab- 
lishing such operating ratio in excess of the total amount of all taxes paid by it to 
local units of government of this State and to this State (which formula may be 
established upon a tax accrual basis, the tax, if any, to be patd upon the deter- 





2 Addenda Sheet No. 1, February 26, 1957, to Special Report of Law Committee Re Pub- 
lic Law 757, 84th Congress and Related Matters. 
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mination of a given carrier’s operating ratio after making provision for the pay- 
ment of all taxes). The operating ratio approach to the problem has been put 
into effect in the District of Columbia. 


BALTIMORE, MD.” 


Mayor’s Committee on Mass Transportation, December 5, 1955 
Recommendations 


1. Create Metropolitan Transit Authority with full authority for effective 
supervision of traffic, mass transportation, highways, and parking. 

2. City to purchase Baltimore Transit Co. and other smaller transit facilities 
for operation by authority. 

8. Appoint interim transportation coordinator while steps 1 and 2 are being 
prosecuted. 
Action 

None. 


Statement of position by the Baltimore Association of Commerce (in response 
to inquiry by mayor) February 15, 1957 
Recommendations 


1. The Baltimore Association of Commerce holds the maintenance of adequate 
mass transportation to be essential to the economic welfare and social well-being 
of the city of Baltimore and its metropolitan environments. 

2. It recognizes that the operations of the mass-transportation system are 
hampered by conditions beyond the control of private ownership, causing con- 
tinuing deterioration in service to the public. 

3. The mayor’s committee on mass transportation, composed of persons of high 
standing, after elaborate and detailed study of mass transportation in Balti- 
more and other cities, has proposed a single overall transportation policy and 
program integrating into a unified system all elements of vehicular movements 
necessary to provide adequate service. 

The association of commerce believes that creation of an agency to function 
on an area basis, vested with the power to regulate and coordinate the use of 
public streets and highways by all private and public vehicles, is essential to the 
solution of this problem. 

4. Recommendations of the mayor’s committee on mass transportation include 
public ownership of the transit system. The association does not agree that 
such a course is necessary or desirable. Instead, the association recommends 
that the mayor, in conjunction with his financial, budgetary, and traffic advisers, 
and the officials of the Baltimore Transit Co., proceed at once to enter into 
realistic negotiations dealing with the problem of traffic control and the question 
of tax relief and related measures necessary to the preservation of an adequate 
mass-transportation service in the Baltimore area, self-supporting under private 
ownership. 


Mr. Matmer. The exemption should be continued, mainly because 
of the nature of the transit business. It is a business ‘that varies as to 
the time of day. In most transit companies they run twice as many 
vehicles in the rush hour as they run in the daytime and night. 

We also have a peculiar complexity in our schedules, in that we have 
split-shift jobs. A man will work in both the a. m. and p- m. rush 
periods, and what we call swing in between, where he doesn’t get paid. 

We are required by franchise to operate on a 7-day week. We have 
increasingly, of late, had labor contracts of 2 and 3 years duration 
many of w hich specify a 6-day workweek. Many of them, one of 
which I am familiar with, provides for reopening if the transit exemp- 
tion is changed in any way, and so the hard work that went into set- 
tling a wage » contract would be nullified and might even result in some 
ty = of labor disturbance. 


enator KenNEpy. You say you have a 6-day week in many of these 
contracts ? 





2 Addenda Sheet No. 1, February 26, 1957, to Special Report of Law Committee Re Pub- 
lie Law 757, 84th Congress and Related Matters. 
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Mr. Mater. The workweek varies. The bulk of the employees, 
due to the fact that the municipal companies and the large companies 
are nearly all on a 5-day week already, the overwhelming bulk of the 
companies, many of which are small and medium, and upon a 6-day 
week. But the big cities like New York, Chicago, for example, are on 
a 5-day week. Those happen to be municipal operations. The city of 
Philadelphia, which is a large private operator, is on a 5-day week. 
The city of Cleveland, for example, which is near my operations, is 
on a 6-day week. That is municipal also. The city of Detroit is on 
an alternating 5- and 6-day week. It varies. The small companies 
almost universally are on a 6-day week. We are a service industry 
not a production industry and if you are going to try to cover 7 days 
a week, 20 hours a day, the long workweek is standard. 

Senator Atsorr. May I inquire, does your association represent 
both the municipally owned and privately owned transportation 
companies ¢ 

Mr. Mauer. Yes, Senator. The municipally owned, as I under- 
stand it, either have partial or complete exemption. 

Senator Atiorr. I mean, your own association. 

Mr. Maumer. That is right, sir. 

Senator Attorr. Thank you. 

Mr. Matmer. Fares are fixed which means that if there is increased 
cost as a result of the removal of the exemption, this would result in 
a lag until new fares could be negotiated with proper regulatory 
bodies. 

Our business is going down, and the costs are continually going up. 
There are many casualties—and I listened respectfully to the previous 
speakers—in our business there are 150 small transit companies, and 
that is an incomplete tabulation, that have been forced to quit since 
\-J day due to reduced volume of riding and the impact of high costs. 

We can’t control costs. Industry, throughout the Nation, and in- 
creased productivity, is able year by year, to mitigate the effect of 
these increased costs but in our case we are slowed down by urban 
traffic congestion with which you are familiar, and our service cannot 
be ednadd proportionately to the reduced volume of passengers. 

We are still a necessary service in the large and the medium and 
even many small sized communities. Our business carries the aged, 
it carries those who do not own cars. We carry the bulk of the school 
children attending schools inside municipal limits. 

The problem has been recognized, the fact that we are a necessity. 
In the attachment is a tabulation of all the various kinds of relief 
that have been granted at the Federal, the State and the local level 
to try to keep this necessary service in being. 

For example, Senator Kennedy, there is a report on Section (d) 5 
of action in Massachusetts where they are trying to bring the costs 
in balance. Unfortunately, there has been no action on this very fine 
recommendation. The State of Massachusetts and the other New 
England States went into a New England governors’ transit study 
committee. A summary of that is on the opposite page on D-4, where 
the main purpose was to relieve transit of many of the burdensome 
taxes and conditions under which it operates. 

Senator Allott, for example, in Denver, in B-12, if my memory 
serves me right, of the attachment, the Denver Tramway Corp. was 





e 


J 
t 


rh 


— a 


omy, an Le ci ch 26 


ee 


MINIMUM WAGE PROTECTION 691 


relieved of some of the paving expense. The intent of these tax 
alleviations or tax reductions is to maintain as much service on the 
streets as possible for the riders. I don’t think the regulatory bodies 
worry too much about the net profit position of our companies as they 
do about maintaining service for the people who find our service 
necessary. 

I am from Ohio. I operate two companies directly in Akron and 
Youngstown and our house of representatives in the State, for 
example, by vote of 120 to 13, voted to approve a bill reducing our 
license fees from $300 to $10. We had a hearing just yesterday before 
the Ohio Senate and they spent a full day listening to the story of 
the transit operators, and it is just a plain statement of fact that 
every single transit operator in the small towns is in the red in Ohio. 
And any increased costs would push them over the line. 

We appreciate this opportunity of presenting our case, and we will 
answer any questions that you desire. 

Senator Kennepy. Do you have any questions, Senator Allott. 

Senator Attorr. No questions. 

Senator Kennepy. How many employees in the transit industry 
do you think now receive less than $1 an hour? 

Mr. Mater. Senator, I believe that would be a very small figure as 
far as the operating employees, that is, those who are directly driving 
buses. To my knowledge, I know of none, but there may be a few in 
the south. The only employees that would be in the $1 an hour bracket, 
in my opinion, would be those who perform clerical functions in the 
small transit companies. 

Senator Kennepy. Is it the overtime feature that—— 

Mr. Mauer. That is correct, sir. In fact, I think your committee 
has a telegram from Mr. Pawley, of the Miami, Fla. operation. It 
is a 3-page document, and he states very, very clear that he is inter- 
ested in the maximum hours provision. (See p. 1154.) 

Senator Kennepy. Thank you very much. 

Mr. Mater. Thank you, sir. 

Senator Kennepy. Tht last witness this morning is Mr. W. W. 
Marsh, executive secretary of the National Tire Dealers and Re- 
treaders Assn., of Washington. 


STATEMENT OF WINSTON W. MARSH, EXECUTIVE SECRETARY, 
NATIONAL TIRE DEALERS & RETREADERS ASSOCIATION, INC., 
WASHINGTON, D. C. 


Senator Kennepy. Will you proceed, Mr. Marsh. 

Mr. Marsu. My name is Winston W. Marsh. I am the executive 
secretary and general manager of the National Tire Dealers and 
Retreaders Assn. Our membership is composed of tire dealers and 
retreaders in all 48 States who own their own business and are all 
basically small businessmen. These members are not connected in 
ahy way with tire manufacturers, chain stores or other factory-type 
outlets for tires. The association is a nonprofit organization and is 
the only trade association which represents the independent. tire 
dealers and retreaders in the country. These small independent busi- 
nessmen are engaged primarily in furnishing retail services incident 
to the sale of new and retreaded tires. 


asec 


rere URS aT 


IERIE ASI SIE RES ES SO 


cersrat 


———- 


ee a ee 








692 MINIMUM WAGE PROTECTION 


A number of bills have been introduced in the Congress which would 
accomplish a number of changes in the Fair Labor Standards Act; 
however, the majority of the bills seek to amend section 13 of the act, 
as amended in 1949, with respect to the exemption for retail organiza- 
tions as well as the provisions with respect to the minimum wage. 

The independent tire dealers have, for the past 25 years, been losing 
a progressively larger share of the retail tire, battery and accessory 
business to the major rubber manufacturers who sell direct to some 
consumers, the large oil companies whose activities in this field are 
presently the subject of proceedings before the Federal Trade Com- 
mission, and to large chain retail outlets. 

The proposals submitted by Secretary of Labor Mitchell on behalf 
of the administration request a modification of section 13 of the act 
to include employers doing at least $1 million worth of business a 
year and employing a minimum of 100 employees. However, the 
form of the amendments to section 13 which are now pending before 
the committee would go much further than the administration has 
requested and would include a great majority of small independent 
tire dealers, many having only 5 or 6 employees. It is most impor- 
tant, therefore, that covaial consideration be given to the amendments 
to section 13 and that the status of many small businessmen be not 
inadvertently changed with respect to the act. A brief review of 
this section will clarify the problem areas in this section for the inde- 
pendent tire dealers. 

When the act was first passed in 1938, employees in executive capac- 
ities, those in a local retailing capacity and those engaged as outside 
salesmen were exempt from the coverage of the act. After 10 years 
of experience under the act, section 13 was amended in 1949 to define 
the conditions under which the exemptions would apply. This clari- 
fication was necessary to obviate the sweeping rulings of the admin- 
istrator which extended the act far beyond the intent of Congress. 
We make reference to H. R. 1543, 81st Cong., 1st sess. 

The 1949 amendments defined a retail establishment as one 75 per- 
cent of whose annual dollar volume of sales was not for resale. This 
Ag pt an independent tire dealer to conduct some business through 
ocal gasoline service stations without losing his status as an exempt 
retail establishment. Subdivision 4 of section 13, as amended, recog- 
nized that many independent tire dealers conducted retreading oper- 
ations, and the administrator has subsequently classified retreading 
as a service function. 

The reasons for these provisions are even stronger today than they 
were in 1949 when the amendments were approved by the Congress. 
Independent tire dealers today are faced with keener competition 
from large retailing and manufacturing companies than they were 
in 1949. The cost of doing business has increased. 

Not even Secretary Mitchell has suggested that the small local 
retail business be brought within the provisions of the act. Although, 
it should be noted that organized labor is seeking to include all retail 
businesses, regardless of size, within the scope of the act. Any amend- 
ment to section 13 which would eliminate section 13 (a) (4) or modify 
13 (a) (2) by prohibiting the exemption from applying to a retail 
business which engaged in any sales for resale would bring practically 
every tire dealer in the country under the act. Such a result would 
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have very serious consequences to the tire dealers. The cost of record 
keeping alone required under the act would impose a serious drain 
on the tire dealers. Outside salesmen who are used by some small 
dealers on a straight commission basis could not remain if they were 
included within the terms of the act. A guaranteed hourly wage not 
only destroys the incentive for an outside salesman but would increase 
the tire dealers’ overhead without regard to income and require the 
termination of many of the persons now employed in that category. 

There may be a question in the minds of some members of the com- 
mittee as to whether these local retail businesses affect interstate com- 
merce and, thus, whether these tire dealers are within the jurisdiction 
of the act. The court decisions under the act and the rulings of the 
administrator clearly illustrate that most tire dealers perform some 
indirect service which could be construed as affecting interstate com- 
merce and, therefore, place them under the jurisdiction of the act. 
For example, in the case of AfeComb v. Robertson, (101 Fed. 2d 1018), a 
tire dealer who retreaded tires for customers engaged in interstate 
commerce was held to be within the scope of the act. The United 
States Court of Appeals for the Fifth Circuit held in the case of 
Mitchell vy. Royal Baking Co., Inc., (219 Fed. 2d 532), that a bakery 
which sold baked goods to a cafeteria which, in turn, sold the products 
to an airline for use in serving meals to passengers was within the 
scope of the act. 

A tire dealer who retreads a tire would not necessarily know whether 
his customer engaged in interstate commerce, but, certainly, retread- 
ing for any trucking company, bus line or similar organization would 
bring the tire dealer within the scope of the act even though practically 
all of his business be entirely local in nature and though he engaged 
only 3 or 4employees. Most tire dealers sell in relatively small amount 
tires to gasoline service stations for resale. This outlet has been 
curbed by the activities of the major oil companies who have been 
paid overriding commissions by the tire manufacturers. Neverthe- 
less, some independent service stations still remain as outlets for the 
independent tire dealer. If the term “retail establishment” is defined 
without permitting the retailer to sell some portion of his goods for 
resale, most tire dealers will fall out of the retail exemption though 
their sales for resale be only 5 or 10 percent of their gross business. 

Without repeating the extensive testimony previously made before 
your committee on the probable effect of changing the retail and sery- 
ice exemption, let me say just this: We believe that the extension of 
coverage of the minimum wage law to retail and service employees will 
very definitely have an inflationary impact on the Nation’s economy 
and will at the same time bring about another increased cost in the 
operation of the Federal Government. We request that any amend- 
ments to section 13 retain the exemption in section 13 (a) (4) as well 
as the exemption for outside salesmen and retail establishments who 
do a small part of their business through sales for resale. This prob- 
lem is a serious one to the tire dealer, and any additional burdens on 
the business operation of these small- business men may contribute sub- 
stantially to his departure from the American business scene. 

We sincerely appreciate this opportunity to bring to the attention 
of the committee these problems of the independent tire dealers. 

Senator Kennepy. Senator Allott? 
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Senator Atxorr. I have no questions, Mr. Chairman. 

But before you adjourn the session, Mr. Chairman, I have a short 
letter I would like to read into the record respecting some further 
testimony I haven’t had a chance to discuss with you. 

Senator Kennepy. First, I would like to thank you, Mr. Marsh. 
Your statement is very precise and I think it has everything the sub- 
committee might need to consider. 

Mr. Marsu. I might add one brief thing. This wage and hour 
thing has been very close to us and I personally have spent a great 
deal of time on it in the past several years. I listened to the previous 
witness make a remark that the recordkeeping is not a problem and 
believe me it is one of the most serious problems I know. 

I might illustrate the point by a very hopeful illustration of what 
could possibly happen. A tire dealer may have an outside salesman 
who would pick up tires and deliver tires to little accounts, car dealers 
or agents around. If he spends more than 20 percent of his time in 
the manual labor of picking up or laying down those tires, he auto- 
matically comes under the wage-and-hour law and ceases to become an 
outside salesman. And it places a great strain and burden on the 
integrity of the man to have to query a salesman each day and ask 
“Now, did “tg spend more than 2 hours out of the 8 you worked 
this day picking up and laying down tires, and did you spend 6 hours 
in filling it?” And the complications of the act as it is now places 
tremendous burden on those people to stay within the scope of the 
law as now written. And in my opinion, any additional broadening 
of this act, as to coverage, would make it an impossible situation for 
the small-businesss man to accurately report the transactions of his 
own business. 

Senator Kennepy. Thank you. 

Senator Atnorr. Mr. Chairman, I would like to suggest, in view 
of the testimony that we have had, that we might get some opinion 
directly from small-business men. 

Now, the thing that has prompted this, as I notice all these large 
associations coming in here, I find very few people who are actually 
small-business people. In going over the list of the National Ad- 
visory Council to the Small Business Administration, I found two 
of them who are close to Washington. They are Mrs. Marjorie W. 
et? who operates a retail specialty shop at Wilmington, Del. ; 
Mr. Robert M. Winfree of Lynchburg, Va., who operates the Lynch- 
burg Steam Bakery there; and also the name of Mr. James S. 
Schramm, Burlington, Iowa; and Mr. Earl J. Benedict of the Hayes 
Lucas Lumber Co., Madison, S. Dak. Those names have been sug- 
gested to me as good examples of people who might give the benefit 
of their views to this committee, either by appearing before it, or by 
perhaps being asked to file their statements if they wouldn’t want to 
appear personally. I would like to see them have a chance to do it. 

think that if we do this we will get an expression and a point 
of view that really this committee needs, to determine if what the 
opponents of this thing say is true, that in many cases it would 
actually put people out of business and, No. 2, there are many peo- 
ple who could not be employed because of their limitations, and 
limitations of production and the rest of these objections, it seems 
to me, the recordkeeping just referred to by Mr. Malmer, those things, 
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it seems to me, could best be testified to by just a few people who are 
engaged in small businesses themselves and their views might be of 
great benefit to this committee. 

Senator Kennepy. Perhaps the staff could write them, and if it is 
possible, we could get their statements, or if they would be willing 
to come, we could hear them. 

(The statements referred to, with the exception of one which was 
not received by the subcommittee, appear in the appendix, pp. 1157, 
1160, 1161.) 

The hearing is adjourned. 

(Whereupon, at 12:45 p. m. the subcommittee adjourned.) 
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PROPOSALS TO EXTEND COVERAGE OF MINIMUM 
WAGE PROTECTION 


FRIDAY, MARCH 15, 1957 


Unirep States SENATE, 
SUBCOMMITTEE ON LABOR, OF THE 
CommiTree on Lasor AND Pustic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in the 
Old Supreme Court Chamber, United States Capitol, Senator Gordon 
Allott presiding pro tempore. 

Present: Senators Allott and Morse. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, 
assistant chief clerk; John S. Forsythe, general counsel ; Michael z= 
Bernstein, staff member; and Joseph M. Stone, special counsel to the 
Subcommittee on Labor. 

Senator Atiorr. The subcommittee will come to order. 

We have today seven witnesses to appear before this subcommittee. 
Other members of the subcommittee, because of conflicting committee 
engagements, will attend from time to time. 

We will start out this morning with the Western Oil & Gas 
Association; Mr. David Guntert 

Mr. Guntert. We are grateful for the opportunity. 

Senator Atiorr. May I say this to you and all the other gentlemen 
present. 

There is no effort to try to foreclose anybody from presenting their 
own views. We want you to do it in your own way, but at the same 
time do it with some eye on the clock because we have so many wit- 
nesses that we must not hold them up. 

If any of you gentlemen feel that the best way you can do it is to 
have your statement inserted in the record and comment on it, I will 
be very happy to have you do that, or if you feel that the only logical 
and good way you can present your views is to read your statement, you 
can do that, also. 

So, Mr. Guntert, that also applies in your case; so you develop your 
matter in your own way. 


STATEMENT OF DAVID GUNTERT, COUNSEL, WESTERN OIL & GAS 
ASSOCIATION 


Mr. Gunrerr. We appreciate very much this opportunity of pre- 
senting our views to this subcommittee of the Committee on Labor 
and Public W elfare, and also appreciate your taking me first because 
of plane reservations. I cineeaia appreciate that. 

My name is David Guntert. I ama member of the California State 
bar. Iam counsel for Richfield Oil Corp. I also represent some 12 
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small, independent employers who operate truck service stations 
in the 5 western States. 

I appear here today as a spokesman for the Western Oil and Gas 
Assn. 

In addition to that, I will speak for my clients individually. 

The Western Oil and Gas Assn. is composed of about. 140 oil rm 
panies. They operate in the States of Oregon, Washington, Cali- 
fornia, Arizona, and Nevada. Our membership is composed of all of 
the major oil companies and virtually all of the independents. 

Actually, volumewise, we represent about 78 percent of all the 
production, about 86 percent of the refining, mal 85 percent of the 
marketing activity in the area. 

Except for very few remarks about the general extension of the 
basic coverage, my remarks will be confined to the elimination of the 
so-called outside-salesman exemption and the modification of the re- 
tail and service establishment exemption. 

In summary, I will state that we are earnestly opposed to extension 
of coverage either by modification of the basic coverage or by chang 
ing or eliminating exemptions. 

We feel that the proposed extension of coverage is undesirable be- 
cause it will intrude into the local economy of the Nation and will 
disrupt basic wage patterns and relationships with disastrous effects 
particularly upon small business in those communities. 

I will have some specific examples on that for you in a moment. 

Legislated wage increases are inflationary because they do not 
take into account increased productivity or other economic changes 
or factors that bring about normal change. 

This type of legislated wage increase cannot help but be inflationary 
because very few of the small businesses affected would be able to 
absorb the additional costs if they wanted to and we do not feel that 
we have the right to ask them to do so. 

Even the larger enterprises which would be affected would undoubt- 
edly have to pass on most, if not all, the increased costs and therefore 
we would have increased prices. 

Thus, you would, in fact, be legislating price increases. Such legis- 
lated price inc rease, if you please, would come at a time when states- 
manship in industry and organized labor has been asked for repeatedly 
by the President. 

Now, as to the outside saleman’s exemption. When the act was 
passed i in 1938, Congress recognized that the outside salesman was dif- 
ferent from the sales clerk in a store. If you please, I am not follow- 
ing this statement completely. 

Senator Axxorr. Since you are just commenting on your remarks, 
your complete statement will be made a part of the record. 

(The statement referred to follows:) 


STATEMENT OF DAVID GUNTERT ON BEHALF OF THE WESTERN O11. & GAS 
ASSOCIATION 


INTRODUCTION 


We are grateful for this opportunity to discuss with you the proposed amend- 


ments to the Fair Labor Standards Act of 1938. 
My name is David Guntert. I am a member of the California State Bar and 
have specialized in the labor law field for more than 15 years. I am counsel 


RE 





MINIMUM WAGE PROTECTION 699 


for Richfield Oil Corp. and also represent 12 independent employers who operate 
truck service stations in the States of Washington, Oregon, California, Arizona, 
and Nevada. 

I appear here today as spokesman for the Western Oil & Gas Association, which 
is an association of some 140 oil companies operating in California, Oregon, 
Washington, Arizona, and Nevada. Members of our association inelude all of 
the major oil companies and virtually all of the so-called independent producers, 
refiners, and marketers in the area. Volumewise, the association represents in 
excess of 78 percent of all of the crude production, 85 percent of all of the refin- 
ing, and 86 percent of all of the marketing of petroleum and petroleum products 
in the area. In addition to speaking for the association, I am speaking for my 
clients individually. 

Except for a brief statement on the principles applicable to the proposed 
extension of basic coverage, my discussion will be confined to the proposed 
elimination of and changes in the “outside salesmen” and “retail and service 
establishment” exemptions. 

In summary, I will state that we are earnestly opposed to any extension of 
coverage, whether it be by extending the basic coverage of the act or by elimi- 
nating or changing existing exemptions. 


BASIC COVERAGE 


The extension of coverage to include all employees of employers whose opera- 
tions affect interstate commerce as that term is defined in the proposed legisla- 
tion, would be, in our opinion, an unnecessary and highly undesirable intrusion 
into and disruption of the local economies of the Nation. 

It is unncessary because of a number of very important reasons: 

First, there is keen competition between local exempt enterprises and 
companies now covered by the Fair Labor Standards Act for the available 
labor supply. In order to get and keep good employees, local exempt enter- 
prises cannot be too far below the wage standards of the subject companies. 
This is an ever-present stimulus to improvement in the local wage structures. 

Second, the constant pressure of powerful labor organizations in their 
organizational drives and in their drives for higher wages tends to keep 
the pressure on the local enterprises to improve their wage standards. 

Third, local and State governments are sensitive to local needs. In the 
past, local government has, and in the future it will, continue to provide 
the protection that is actually needed under the circumstances of the local 
community. 

There is no basis for the assertion that you cannot depend upon the States to 
protect their citizens. In all of the States in which we operate, the State legis- 
latures have provided protection for women and minors by limiting the hours of 
their work and by establishing minimum-wage standards. This is true in most 
of the other States in the Nation. 

The proposed extension of coverage of the act is an undesirable intrusion into 
the economy of the local community because it will disrupt established wage 
patterns and relationships with disastrous effect upon small business in those 
communities. I will have some specific examples for you in this connection. 

There can be little question that a legislated wage increase at this time would 
be inflationary. 

You will have a legislated wage increase whether you simply apply the min- 
imum wage to all local business throughout the Nation or make the overtime 
provisions applicable. 

It is no answer to say that the proposal to extend coverage is confined to the 
larger segments of local business—administratively, it is a foot in the door and 
in no time at all the extension will filter down to become all inclusive. Experience 
has shown that congressional action is not always necessary for this process to 
take place. Even if you put specific limitations in the law as to the size of the 
local business affected, those who advocate Federal control of everything will 
be back next year asking that the standards be lowered to further extend the 
coverage. 

It has taken us 20 years to find out what “engaged in interstate commerce” 
and “production of goods for interstate commerce” meant—How long do you 
suppose it will take to find the end of coverage when we start to apply a defini- 
tion like this one dealing with “affecting interstate commerce.” With such a 
definition, I predict that when the administrator gets through, the only businesses 
that will escape his Federal control will be those coming under a narrow inter- 
pretation of the specific exemptions. 
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Legislated wage increases are inflationary because they do not take into 
account increased productivity or other economic changes or factors that bring 
about normal changes. It will not do to say that this would not be a legislated 
wage increase for two reasons; first, whenever the minimum wage is applied 
where it did not exist before, it becomes a floor or starting wage and when you 
lift the floor, the whole structure is raised because it is necessary to maintain 
normal wage differentials. Second, whenever you require an overtime payment 
when it was not paid before, you have a direct wage increase. 

These legislated wage increases cannot help but be inflationary because very 
few of the small businesses affected would be able to absorb the additional cost 
if they wanted to and we have no right to expect them to do so. I will have 
specific examples for you in a moment. Even the larger organizations which 
would be affected would undoubtedly have to pass on most, if not all, of the 
increase to the consuming public. 

Thus, you would in fact be legislating price increases. Lastly, a legislated 
price increase, if you please, would come at a time when statesmanship in indus- 
trial and labor leadership is needed the most and has been asked for repeatedly 
by the President in recent months. 


OUTSIDE SALESMEN 


In 1938, When the Fair Labor Standards Act was passed, Congress recognized 
that the outside sales function would not lend itself to this type of regulation. 
The outside salesman as distinguished from the counter sales clerk in a store 
maintaining regular hours, must necessarily adjust his working hours to the 
needs and desires of the customers. The outside salesman works outside the 
employer’s place of business on his own and cannot be supervised during his 
working time. 

After 11 years’ experience under the Fair Labor Standards Act, this exemption 
was reviewed and actually expanded a little in 1949 to include the taking of 
orders for services. Thus, Congress continued to recognize that the sales func- 
tion was not properly susceptible to this type of regulation. 

We submit that nothing has taken place between 1938 and 1957 to change the 
nature of the outside sales function to require that it now be subject to Federal 
regulation of this nature. 

When you turn a salesman loose in his territory to develop it, he is on his 
own. Whether he works more or less than forty hours a week is up to him. 
He must adjust his work to suit the convenience of those upon whom he will 
call. He must adjust his traveling time to the location of his various customers 
within his territory. His work just cannot be performed under a rigid schedule 
like that of a factory worker. His success as an outside salesman depends on 
his own ingenuity in developing and covering his territory. Traditionally, a 
salesman is compensated in proportion to his production whether he is on a 
salary or commission basis. To subject this practice to rigid hours and over- 
time payments would, in my opinion, result in elimination of many very lucra- 
tive sales positions to the detriment of many employees. 

From the standpoint of the individual salesman, no outside or territorial 
salesman worth his salt would want to be subject to the wage and hour law for the 
very simple reason that he cannot be successful in his chosen work if he is sub- 
ject to the act. You cannot separate the sales function from the man and it 
stays with him as he progresses up the ladder of success even to sales manager. 

In the petroleum industry, we train our outside salesmen in many things. He 
knows something about real estate and the negotiation of leases, he understands 
the needs of commercial consumer accounts and solicits them, he knows the re- 
quirements of the farmer and solicits his business, he also assists local agents 
and distributors in their sales efforts. He is assigned a territory and is well 
compensated for his efforts in developing it. 

How successful do you suppose an outside salesman would be if he had to 
stop in the middle of an interview because it was 5 p. m. or was unable to call 
on his accounts during the dinner hour or in the evening because it was after 
working hours? 

To subject his operations to wage and hour regulations necessitating the 
payment of time and one-half for all hours of any work in excess of 40 in any 
given work week, would be to greatly increase the cost of operation under cir- 
cumstances over which the employer would have no control. Actually, in my 
opinion, it would make the type of operation prohibitive and it would be neces- 
sary to break up the territory into many small segments, thus destroying what 
are today very fine lucrative jobs in the petroleum industry. Moreover, close 
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supervision of this type of work as required in meeting the provisions of the 
act is impossible. The employer would have no way of telling whether the 
time reports submitted were proper or not. 

It is all well and good to theorize about how simple it would be to pay time 
and one-half for overtime. The reality is, however, that you have to control 
the hours worked if you are to meet the investigator’s requirements. 

We submit that the sales function by its very nature must be exempt from this 
type of regulation, if substantial injury to employer and employee alike is to be 
avoided. 


THE RETAIL AND SERVICE ESTABLISHMENT EXEMPTION 


The retail and service establishment exemption was established by Congress in 
1938 in recognition of conditions peculiar to the local store. Retail and service 
businesses are local in character. They depend upon conditions in their com- 
munities for their volume of business, for the type and character of employees 
and for the amount of wages they pay for the work done. We do not believe 
that the volume of stores’ business has anything to do with these basic principles. 
Whatever regulation is required in the public interest for the retail and service 
establishments should be on the local level where the legislators are close to 
the actual conditions that exist in the community. 

In this connection, it should be noted that in all of the States in which we 
operate, namely: Washington, Oregon, California, Arizona, and Nevada, the 
States have undertaken to regulate the wages and hours in the retail and service 
establishments to the extent that those State legislators deem appropriate. In all 
of these States we have ceilings on the number of hours women and minors may 
work and in all cases we have minimum wages established for wemen and 
minors. 

States generally have entered this field and we submit should be permitted 
to continue to regulate to the best interests of the public in the various com- 
munities. The conditions in one part of the country are different from the con- 
ditions in another part. Moreover, the conditions in rural and urban com- 
munities differ in the same State. 

Spokesmen representing organized labor keep repeating that the States cannot 
be depended upon to protect their citizens. We do not agree with that position 
but we do agree that it would be much easier for organized labor if they could 
lobby Federal regulation of local industry than if they have to lobby separately 
in the several States to get what they want. 

Federalization of local industry is not very far from socialization. Under 
our constitutional system, matters of public welfare at the local level are the 
problems of the State legislators and not the Federal Government. The power 
which is being exercised here is the interstate commerce power. There has been 
no evidence introduced here, in 1938, or at any time since then to show the need 
for Federal regulation of the retail store. The convenience of powerful unions 
is no evidence of need. 

Another factor which should not be overlooked is the widespread activity 
of powerful labor unions organizing on a local retail level. This organization ac 
tivity has been going on for years and the unions have made steady progress. 
Wherever you have a labor organization in the picture, there is constant pressure 
for the continual increasing of the wages and fringe benefits. 

The constant effort on the part of employers to improve their standard of 
service so as to be more competitive, particularly with the major firms is another 
factor which leads to increases in the wage structure in retail and service 
establishments. 

May I now give you some specific examples of the effect of the proposed legisla- 
tion contained in H. R. 4575 and 8. 1267. 

Under H. R. 4575 and S8. 1267, a “retail or service establishment” shall mean an 
establishment not more than 25 percent of whose annual dollar volume of sales of 
goods or services (or both) is for resale or is made to customers who are engaged 
in a mining, manufacturing, transportation, commercial, or communications 
business. 

It should be noted here that the language of this exemption is a bit tricky— 
in one breath it says that you are a retail establishment if your sales do not exceed 
$500,000 in a year. In the next breath, it says that regardless of how much 
your sales amount to, if more than 25 percent of them are to people engaged in 
mining, manufacturing, transportation, commercial or communities businesses, 
the exemption does not apply at all. This will mean that a great many of the 
little retail and service establishments will find that they do not qualify under 

89646—57 46 











702 MINIMUM WAGE PROTECTION 


this definition, and as it is proposed to extend the basic coverage of all employees 
of employers whose business affects commerce as that is defined, this bill would 
be a blank check for the administrator, if you will pardon that expression. 

Certainly these bills and others like them would extend coverage of the act to 
cover all 12 of the small employers whom I represent and who operate truck 
service stations in the State of California, Oregon, Washington, Arizona, and 
Nevada. Their operations affect interstate commerce or are in competition with 
those whose operations do affect interstate commerce and they cannot qualify for 
the retail service establishment exemption because more than 25 percent of 
their retail sales are to people engaged in the transportation business. 

This proposed legislation would require each of these employers to pay time and 
one-half after 40 hours of work. All of them are now paying well above the 
minimum wage required by the Fair Labor Standards Act. 

This would amount to a direct legislative wage increase for all of the em- 
ployees in these stations. Notwithstanding the fact that 10 of these employers 
have contracts with the teamsters union providing for payment of time and 
one-half after 48 hours of work in each workweek. 

I submit that the teamsters union does not need your help in negotiating a 
proper wage level for the employees it represents. 

But somebody will argue that the employer should be able to stand the 
increased cost. In the case of the 12 employers I am speaking of, extension of 
the Fair Labor Standards Act to their operations would increase their payroll 
costs on an average of $3,000 per station. To some, the costs would be as high 
as $5,000 or $6,000, and to others as low as $2,000. 

In not one of these cases could the employer afford such an increase in his 
labor costs today. I have had each of these employers report the effect in 
percentage of reduction in his profits and these are the figures: 

Blythe, Calif., a reduction of 16.7 percent of profits. 
Brawley, 33.8 percent. 

Eugene, 15.5 percent. 

Indio, 38 percent. 

Las Vegas, 9.5 percent. 

Los Angeles, one station 55.5 percent : another station 65.5 percent. 
Medford, 11.8 percent. 

Oakland, 26.1 percent. 

Phoenix, 6.8 percent. 

Redding, 38.6 percent. 

Salinas, 26.6 percent. 

Sunnyvale, 32.1 percent. 

By way of explanation, in the 2 cases where more than 50 percent of the 
profits would be lost, I feel that their present payrolls are perhaps unreasonably 
high. In the 2 cases where the reduction of profits would be less than 10 
percent, I have ascertained that the payrolls are substantially below normal 
because in both cases, 4 or 5 partners or members of the immediate family are 
performing work in the stations. 

These operations are typical and will give you specific examples of the impact 
of this proposed legislation. 

In closing, I earnestly urge that you do not change either of these exmeptions, 
but allow the local retail and service establishment to be regulated by State law 
and to permit the outside salesmen to perform this sales function which is 
wholly unsuited to rigid regulation. 

In short, while industry has absorbed the impact of the Fair Labor Standards 
Act including its most recent amendment, it cannot be questioned that the act 
and its latest amendment contributed substantially to our current inflation. 
Moreover, it cannot be doubted that any further increase in costs will necessarily 
be passed on to the consumer and will, therefore, be inflationary. We urge you 
to permit the law to stand as now written. 


Mr. Gunter. The outside salesmen are distinguished from a 
counter salesman in a store with regular working hours. They are 
entirely different. The outside salesman must necessarily adjust his 
working hours to the desires and the needs of his customers. He 
works away from the office or the plant of his employer and therefore 
the employer cannot control or regulate his working hours. 


_ After 11 years experience, Congress actually extended this exemp- 
tion to include additional coverage. 
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Thus, we feel that Congress recognized in 1949 that the function 
was one that could not be subjected to this type of regulation and we 
submit that nothing has happened since 1938 to change the nature of 
this operation which would make it subject or make it desirable to 
cover it with the act. 

When you turn the salesman loose in your territory to develop it, he 
isonhisown. Whether he works more or less than 40 hours a week is 
up to him. He must adjust his work to the needs of his customers. 
He must adjust his traveling time to the location of those customers 
in his territory. 

He just cannot follow a regular schedule like a factory worker, and 
his suecess as an outside salesman depends on his own ingenuity in 
developing and covering his territory. 

Traditionally, salesmen are compensated on the basis of their pro- 
duction. That goes whether he is on a salary or a commission basis. 

Senator Antorr. A great many of them are paid on a salary plus 
commission, is that right ? 

Mr. Gunverr. That is right, Mr. Chairman. In the oil industry 
generally the salesmen of the type of salesmen we are talking about 
are highly salaried. Very highly paid salaried people. I do not be- 
lieve any of them make less than $400 or $500 a month and go up as 
high as $600 or $700 or more a month. These are men that are very 
specialized parts of our organization. And that goes for all the 
companies. 

A salesman in our industry is trained in many different fields. He 
knows something about real estate and negotiates leases. He knows 
about the needs of commercial consumers. And he calls on them, tries 
to get their business. He knows about the farmer's requirements. 
He solicits his business. He assists agents and distributors in the 
territory in their sales efforts. 

In other words, he is a very well compensated direct representative 
of the companies. A salesman who is worth his salt, would not want 
to be subject to the act because he could not be successful. You can- 
not stop in the middle of an interview because it is 5 p.m. Or you 

cannot refuse to call on a customer because it is after dinner hours. 

Senator ALvorr. Let us look at it from a practical standpoint. Sup- 
posing you had a man in a specific situation. Do you feel that this 
particular type of job tends to attract a man because what he earns is 
up to his own efforts? 

Mr. Gunrert. I think that has a great bearing on it. 

Senator Attorr. To the extent that a legislative limitation would 
cause him to stop at a given time, or -ause him to be watching the clock, 
it would limit, then, the thing which we contend is one of the essential 
qualities of American business, would it not? 

Mr. Gaunrerr. Yes; moreover, it would eliminate most of these 
lucrative jobs because the recordkeeping requirements and the investi- 
gation provisions of the act the employer must have some control over 
the hours. You just cannot accept a statement of hours worked and 
have it go at that. That would not satisfy the recordkeeping require- 
ments. 

So the practical thing, it would seem to me, would be that you would 
have to break your territories down into small segments where you 
would have much less freedom on the part of your men and you would 
take away from them the opportunity that they have today. 
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Senator Atiorr. Thank you, sir. 

Before you leave that, may I ask one other question that has been 
of concern to me, and I am not sure that it has been adequately pointed 
up here. It has been talked about, but when you get into the wage- 
hour, or to the hour situation, is it not true that the concern of whether 
or not a man is working 40 hours and whether you have control over 
that, is something much greater than the mere argument ? 

For example, particularly in the outside salesman categories and 
people who are in that general classification, wouldn’t this constitute 
a real specter, perhaps not so much to the larger businesses, but to the 
smaller businesses, where they would always be wondering whether 
they should be subjected to a suit for punitive damages, or for back 
wages which could very easily wreck a small business, especially if a 
group of employees decided all together that they had been working 
overtime and then immediately got together and all sued a small em- 
ployer together ? 

Mr. Gunrerr. It would have a great bearing, Mr, Chairman. It is 
a fact that you cannot meet the requirements of this act from a practi- 
cal standpoint unless you can actually control your hours. That is, 
management control and supervision of the hours for the very reasons 
you mention—you can go over a period of 2 years, the period of this 
statute of limitations at the present time, and at the end of that time 
a claim can be made for back time and you have no way of disprov- 
ing it. 

Senator Aniorr. Sort of like when the Egyptians told the Israelites 
to make bricks but would not give them any straw to do it with. 

Mr. Guntert. That is right. 

Senator Atiorr. Because you have no control over what their hours 
are. You do not know when you send a salesman out whether he has 
worked 2 hours or 8 or 10, except in a general way you can tell by his 
productivity. If he only produces 10 percent of the sales that you 
would normally expect him to produce, then you would assume that 
he did not devote much time to it. 

Mr. Gunrert. That is correct. Another thing, too, that has not 
been pointed up enough is that there is no proof that these men are 
having to work more than 40 hours normally. We know that they 
do, on occasion; we know they adjust their hours to the needs of their 
customers. I have seen nothing in the record to show so far that there 
is need for coverage of these people. I do not think they want it as a 
matter of fact, individually. 

I know from our standpoint it would be impossible for us to con 
trol it. 

Senator Auxorr. All right. Thank you, sir. I wanted to empha- 
size that one point. 

Mr. Gunvert. As to the retail and service establishment exemption, 
this was adopted originally by Congress in recognition of the local, 
peculiar requirements of the local store. The local store is really local 
in its character. A classic example is the service station. The retail 
store depends upon the local community for the type and volume of 
its business. It depends on the local community for the number of 
people or the type of people it can employ; and it depends on local 
competition as to what is paid for salaries. 

We do not believe that the volume of the store’s business has any- 
thing to do with these basic principles. And whatever regulation is 
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required in the public interest for the retail and service establishments 
should be on the local level. 

Where the legislatures are close to the picture and know the needs 
that exist in the community, that is. 

hays this connection, it should be noted that in all the States in which 

e operate, our legislatures have entered this field. We have maxi- 
mum hours for women and children. We have minimum wages, in 
California particularly, established administratively for women and 
minors. States generally across the Nation have entered the field. 

Now, because these legislatures have not kept pace with the demand 
of organized labor does not mean that they are not protecting their 
citizens. 

Statements has been made here repeatedly by representatives of 
organized labor that you cannot depend upon the States to take care 
of their people. I do not believe that is so. We do not agree with 
that position. 

We do agree that it would be much easier for organized labor to 
lobby through some legislation here in Congress than having to go 
to the various States and make repeated efforts to get what they want. 
But the convenience of powerful unions is not ev idence of need. We 
feel that the legislatures in the States are the proper ones to determine 
what is needed locally. 

Another factor which should not be overlooked is the widespread 
activity of powerful labor organizations organizing on the local 
retail level. 

This organizational activity has been going on for years and there 
has been steady progress and wherever you have that situation you 
have a constant pressure on local industry to continually improve its 
wage standards and its fringe benefits standards. 

Also, there is a constant effort on the part of employers, and believe 
me this is true, to improve their standards of performance, their 
standards of service, to be competitive. That is necessary, and par- 
ticularly necessary in competition with large department stores and 
chain org: anizations. 

That effort on the part of employers which I do not think is stressed 
nearly enough, is a constant pressure and has a tendency to improve 
wage standards throughout the country. Those are natural 
phenomena that will result in a proper wage level. 

Senator A.uorr. Wouldn’t your local service stations come into 
this picture? 

Mr. Guntert. Yes. 

Senator Atiorr. Under that category. 

Mr. Guntert. That is correct. 

Senator Atxorr. Do you know of anything that is more competitive 
than those service stations ? 

Mr. GUNTERT. No, sir: Ido not. 

I would like to give you some specific examples of the impact of 
these bills, particularly Ss. 1267, on the employers which I represent 
that are operating service stations. 

Now, all of these 12 stations I represent are so-called truck service 
stations. They are a little larger in construction than the ordinary 
corner service station. They cater to truckers, truck servicing. 
E very one of these stations would be brought under the act because 
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of the definition of retail establishment. More than 25 percent of 
their business is to commercial consumers. So they would not come 
under the exemption. 

Senator Atxorr. Just a moment. Let us explore that just a bit. 

The average truck coming into a station of that size will pick up 
mostly diesel, I presume? 

Mr. Guwrerr. That is correct. 

Senator Atuorr. And how many gallons at a time? 

Mr. Gunterr. Fifty to 100, something of the kind. I do not know 
the exact measurements. 

Senator Atsorr. So, although he just puts the nozzle in 1 or 2 or 3 
tanks, as the case may be, in the truck, you quickly run the sales of 
such an organization or such a place of business up to a very high 
amount of money, don’t you? 

Mr. Gunrerr. That is correct. I know that much more than 25 
percent—it would be more like 70 or 80 percent of their business in 
some of those stations on main highways would be to people engaged 
in the transportation business which is referred to in this prepared 
exemption. 

Now, it is a fact that in 10 of these service stations whose owners I 
represent we have contracts with the Teamsters’ Union, in which 
we provide for overtime after 48 hours. That is based on the local 
requirements. I submit that the Teamsters’ Union do not need this 
committee to help them establish proper wage levels for their people. 
But that is exactly what is happening. We have got labor contracts 
which recognize the local situation where these stations are operated 
and not one of these employers could stand the impact of extension 
of this act to their operations. 

I had them each submit to me statements of their 1956 operations. 
We projected them to see what would happen if they had to pay time 
and a half after 40 hours. This would result in an increased labor 
cost in these stations on an average of more than $3,000 a year. In 
some it would run as high as $5,000 or $6,000. 

These are the specific reductions in profits for 1956 which would have 
resulted if the act had been extended to cover these stations. 

The station in Blythe, Calif., would have a reduction of 16.7 percent 
of profits. 

That in Brawley the reduction would have been 33.8 percent. 

In Eugene, 15.5 percent reduction. 

And Indio, 38 percent reduction. 

While Las Vegas would have 9.5 percent reduction. 

In Los Angeles one station would have had a 55.5 percent and 
another station would have had a 65.5 percent. 

Then in Medford, 11.8 percent. 

Oakland would have 26.1 percent. 

Phoenix would show 6.8 percent. 

And Redding, 38.6 percent. 

Salinas, 26.6 percent. 

Sunnyvale, 32.1 percent. 

Now, I might explain that in these two Los Angeles stations that 
looks like a pretty high figure. I have ascertained that they have 
perhaps more a at those stations than was needed. One of the 
stations was run by a woman. In those 2 stations where the reduction 
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in profits would have been less than 10 percent, I find that there are 
4 partners in one of them and there are several] partners and members 
of the immediate family at work in the other. So they have an abnor- 
mally low payroll. 

‘These operations are typical. In addition some companies have 
company-operated stations such as the Standard Stations, Inc.; all of 
those would be brought under the act. 

The men in those stations, I understand, are paid not only salaries 
but a commission as well. 

In closing, I earnestly urge that you do not change either of these 
exemptions but allow the local retail and service establishment to be 
regulated by State law and to permit the outside salesman to perform 
his sales functions which is wholly unsuited to rigid regulation. 

In short, while industry has absorbed the impact of this act and 
particularly its last amendment, it cannot be questioned that the act 
and the last increase in the minimum wage has been inflationary. It 
has contributed to the current inflation. 

Moreover, it cannot be doubted that any further increase in cost 
will necessarily be passed on to the consumer and therefore will also 
be inflationary. 

I urge that you let the law stand as it is. 

Thank you. 

Senator Auiorr. Thank you. 

A majority member of the subcommittee is now present. He will 
take over. I have no further questions, Mr, Guntert. 

Senator Morse (presiding). Let me first say that I appreciate the 
Senator from Colorado proceeding with the hearing this morning. I 
am only sorry that I was late because of other official business and 
could not hear the entire statement, Mr. Guntert. 

Mr. Guntertr. I understand that, sir. 

Senator Morse. So I will read with great interest your statement. 

I may say that I am familiar with “the point of view you have 
expressed. 

Let me refer you to where you say, “It he as taken us 20 years to find 
out what ‘engaged in interstate commerce’ meant. How long do you 
suppose it will take to find the end of coverage when we start ‘to apply 
a definition like this one dealing with ‘affecting interstate commerce. 
With such a definition, I predict that when the administrator gets 
through, the only businesses that will escape this Federal control will 
be those coming under a narrow interpretation of the specific exemp- 
tions. 

I think there is a great deal to what you say in that paragraph. 

I will be very much surprised if, in the not-too-distant future, the 
minimum wages will be applied to any employee who, under the 
Constitution, Congress has jurisdiction to apply them to. What you 
predict here is therefore undoubtedly just about right. 

We have to determine as a Congress the policy from the standpoint 
of the public interest as to how far we should go in applying minimum 
wages to employees that are engaged in businesses that do affect in- 
terstate commerce. And I think you can count on this committee to 
try to work out a bill this year which compromises the conflicting 
points of view before it. 

T have no further questions or comment. 

Mr. Guntert. Thank you very much. 
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Senator Morse. Now, Senator Allott, I presume we start from the 
top of the list ? 


Senator Atsorr. I think it is the plan now to start with the list in 
regular order, Mr. Chairman. 


Senator Morse. We have Mr. LeSauvage, of the National Res- 
taurant Association. 


Would you please come forward, sir? We will be pleased to hear 
you at this time. 


STATEMENT OF GEORGE R. LeSAUVAGE, CHAIRMAN, GOVERNMENT 
AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSOCIATION 


Mr. LeSavvaee. Mr. Chairman, we have placed in the record our 
main brief. 


Senator Morse. It will be printed in the record at this point, the 


full statement prepared by Admiral LeSauvage. It is dated March 
15, 1957. 


( The statement referred to follows :) 


STATEMENT BEFORE THE SENATE SUBCOMMITTEE ON LABOR AND PUBLIC WELFARE 


Mr. Chairman and gentlemen of the subcommittee, my name is George R. 
LeSauvage. I am actively engaged in the restaurant business. I have served 
on five New York State Industry Minimum Wage Boards. I am chairman of the 
Government Affairs Committee of the National Restaurant Association. Our 
association represents 70,000 restaurants in the United States, and, in addition, 
65 State and local restaurant associations have authorized us to represent them 
in national matters. Therefore, I am appearing before you on behalf of 190,000 
restaurants which do about 80 percent of the total dollar volume of business. 
Included in this group of restaurants is every conceivable type of food service: 
Table service, counter service, cafeteria, drive-in, in-plant food service, depart- 
ment stores, variety stores, drug stores, food facilities in national parks, just to 
name a few. Of this group, 90,000 are small business establishments consisting 
of single restaurants doing an annual dollar volume of business of less than 
$100,000 a year. 

CAUSE AND EFFECT 


As individual businessmen, and as an association, we are vitally concerned with 
the proposed amendments to the Federal wage-and-hour law you are considering. 
We have made an objective study on this problem and look at it not only from 
the standpoint of the impact on our industry but of the impact on the economic 
condition of our country. If the retail and service exemption, exempting retail 
and service establishments, as it now exists is expanded, the immediate effect 
would be (1) decreased employment, (2) increased menu prices, and (3) speedup 
of the inflationary spiral. 

While these are three separate results, they are entwined and cannot in reality 
be separated one from the other. They constitute a vicious circle and are as 
inevitable a result of extended coverage of the Fair Labor Standards Act as the 
unique characteristics of the business itself are inevitable. 


THE PRETENSE OF SMALL-BUSINESS EXEMPTION 


Many of the bills on which your committee is holding hearings now purport 
to exempt the entire group of small-business establishments from the proposed 
extended coverage of the Fair Labor Standards Act. Yet these owners and 
small-business men are perhaps even more concerned than the larger establish- 
ments in our field. They know from past experience that they will by the nature 
of things be forced to meet the standards of the proposed laws. This would be 
an untenable position for them, but one that is completely unavoidable. They 
know that bills which seem to concern only the larger outfits are unrealistic— 
that such bills give lip service only to a concern for small business. They know 
that it is not morally or intellectually honest to pretend to cut our field into 
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segments—for what affects one segment inevitably affects another—because: 
(1) Allrestaurants draw from the same labor pool; 
(2) Cost factors in our business are constant regardless of the size of 
the operation. 

The 1938 act very wisely exempted “any employee engaged in any retail 
establishment—the greater part of whose service was in intrastate commerce.” 
This is just as sound thinking today from both a constitutional and economic 
principle as it was in 1938. 

FAIR COMPETITION 


Fair competition was the basis of the original law as it was passed in 1938. If 
we assume that this is still one of the bases, then at the outset we establish 
the need for continuing the restaurant exemption. This is one business where 
competition is not between one company and another in the same field. Our 
competition comes instead from the housewife and her family budget, and from 
the widespread increase in frozen food and frozen complete dinners produced 
and merchandised on a low-cost, mass-production basis through supermarkets. 
No possible definition of competition encompasses the situation in our industry. 
Two restaurants even though they be across the street from one another are not 
necessarily competitive. One may be a cafeteria, while the other offers conti- 
nental meals and full and lavish service. Their clientele, day in and day out, 
is entirely different. 

INVASION OF STATES RIGHTS 


This is but one of the many variables that make it not only unwieldy but impos- 
sible to establish one wage law to cover all. Here, if ever, is a business that is se 
local in character that individual States in establishing minimums have invariably 
set one minimum for service workers, one for nonservice workers, and another for 
one city within the State and still another for a village or hamlet. To attempt to 
federalize legislation of this sort is not only unrealistic, but constitutes a danger- 
ous precedent of invasion of the rights of each State to determine for itself the 
conditions and laws regulating business within that State. Corporate structure 
and dollar volume are not the keys here. The key lies in the strictly local char- 
acter of each restaurant operation regardless of its bookkeeping and record- 
keeping method. 

Further, the very basis of the law which assumes that dollar volume or number 
of units can establish a business status in interstate commerce is highly ques- 
tionable. Restaurants do not affect the flow of commerce and are not competitive 
across State lines. In the matter of wage structure, the variables that affect 
restaurant wages have not even been taken into consideration. The matter of 
uniforms furnished and laundered by the employer, the question of tips, the value 
of meals, are not only variables from the norm in other industries, but variables 
within the industry. State minimum-wage boards who are certainly closer to 
the local situation have given varying values and, rightly so, to each of these 
benefits inherent in restaurant employment. They are the only groups who 
could hope to estimate local situations. To place this on a Federal level would 
compound not only confusion but bureaucracy. 


DISRUPTIVE PRESSURES AND BUMPING EFFECT 


Should the act be amended to take jurisdiction of any local retail or service 
establishments restaurant costs of doing business and menu prices will imme- 
diately skyrocket. Many of our employees are currently receiving over the 
minimum wage. They hold a sensible wage differential over the service people 
who may be below the minimum due to the variables affecting their income. 
If we are now forced to pay service people the minimum, we must automatically 
hold that wage differential and give nonservice workers an increase, too. This 
is the first inflationary step. 

In some cases, where a union contract has already set the nonservice wages 
above the minimum, it may be argued that these contracts would hold and our 
argument not be justified. This must be rejected. It is axiomatic that when 
minimums are increased they exert an escalator effect on going wage scales. 
Indeed, this is the very effect hoped for and has been so stated publicly as the 
position of the Hotel and Restaurant Employees and Bartenders International 
Union. I quote directly from their official organ, Catering Industry Employee, 
which says, “It appears that the higher the legal minimum is, the higher the wages 
which we can bargain from our employers. * * * We still hope to secure cover- 
age for our industry under the Fair Labor Standards Act. * * * Having this 
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there can be no doubt that for the members of our union we will be able to negoti- 
ate better wages.” This is the inflationary threat exposed. 


THE WINDFALL EFFECT 


The average business organization when it faces increased costs may pass the 
burden along at several layers of our economy. This is not the case in our 
field. 

Goods that reach our premises are converted on the premises into salable 
items which are sold and consumed on the spot. There is only one place where 
we can pass on the increased cost; this is at our one point of sale—to Mr. and 
Mrs. Public who eat in our establishments. It is Mr. and Mrs. Public who will 
eventually pay the bill for the proposed increase. 

Service employees of restaurants or those receiving tips generally receive less 
than $1 an hour wages from the employer. Their tips make up the greatest 
portion of their income, and wages plus tips are substantially above $1 per hour. 
If an employer were required to raise the wages he pays service employees 
and thereby proportionately increases other nonservice employees’ wages, it 
would require him to pass these increases on to the consumer in the form of 
higher menu prices. One restaurant operator whose establishment employing 
18 people is located near Washington, has analyzed the immediate effect of the 
proposed legislation on his business. He reports that the bill would mean an 
increased wage cost to him of 50 percent. This in dollars and cents is nearly 
twice what the business earned last year. This man goes on to say that to meet 
this added cost, he would have to increase menu prices 25 to 35 percent. 

On the basis of current operating figures of a group of typical restaurant com- 
panies, it is reliably estimated that this 25 percent to 35 percent increase would 
be national and immediate in all classes and types of restaurants. 

In raising menu prices to meet increased costs of doing business it is not 
customary in the industry to make the adjustments over the entire menu. 
Usually it is the practice to ascertain how much additional income is needed, 
and then obtain this additional income by raising the selling prices of popular 
items such as coffee, potatoes, hamburgers, or those items which would have an 
immediate effect on a cost-conscious customer. 


CUMULATIVE INFLATION AT THE POINT OF SALE 


This menu increase was arrived at on the basis of the proposed minimum wage 
only. It does not take into consideration increased costs in material that will be 
felt by the restaurant businesses as other retail, farm, and service organizations 
who supply the restaurants are also forced into price increases due to the new 
minimum. 

One restaurant man, employing 18 people, had this to say about the overall 
effect of the minimum wage on his establishment : 

“While I am contemplating these price changes, the small businesses that 
supply me with such essentials as paper, china, glassware, silver, detergents, 
staple goods, cooking equipment, maintenance services, are also contemplating 
their price changes. It is very unfortunate to the restaurant operator that in 
this chain of sales and distributions, he is the last man to handle the goods 
before it reaches the consumer. In fact, in the restaurant business, the goods 
are manufactured, sold, and consumed on the premises. All of these costs due 
to rising prices compound themselves upon reaching my business. * * * The 
dine-out public who buy their meals in the popular-priced food market will not 
patronize an establishment that increases at this rate. Regardless of what 
my justification might be, the customers feel outraged at having been asked to 
pay price increases of this size.” 

This is another inflationary step—one that would be felt by every single man 
and woman who eats out. One organization alone serves 40 million meals a 
year; every one of their patrons would feel the pinch. Forty million times each 
year the inflationary effect of increased menu prices would be felt by Mr. and 
Mrs. Public in a comparatively small geographical area. As 70 million people 
dine out each day, this impact would be felt by that many people immediately. 


RETURN OF THE LUNCH BUCKET 


Still another vital area that would be affected by such price increases is the 
working man and woman who eat daily in the cafeteria or dining facilities pro- 
vided by the company for which they work. There is an ever-increasing tendency 
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to provide this “business feeding or in-plant service.”” Sometimes this is simply 
an added benefit for the employees. On other occasions it is a real necessity for 
the workers, due to the location of the plant or offices in rural or suburban areas 
where restaurant facilities do not exist. The in-plant operator will face exactly 
the situation of increased costs as outlined. So the people affected by this in- 
crease will be the men and women serviced by these in-plant operations. It will 
not be long before these workers will be requesting appropriate wage increases 
to meet the new pressure on their weekly wages. And so the inflationary spiral 
grows. 
STATE OF THE UNION 


That inflation is a very real danger at the present moment comes to us from 
the President’s recent state of the Union message. These direct quotations from 
that statement are worthy of serious consideration in connection with this pro- 
posed legislation : 

“This danger requires a firm resolution that the Federal Government shall 
utilize only a prudent share of the Nation’s resources; that it shall live within 
its means, carefully measuring against need alternative proposals for expendi- 


tures. * * * But the Government’s efforts cannot be the entire campaign against 


inflation. * * * I urge leaders in business and in labor to think well on their 
responsibility to the American people. * * * Business in its pricing policies 
should avoid unnecessary price increases especially at a time like the present. 
* * * Tf our economy is to remain healthy, increases in wages and other labor 
benefits, negotiated by labor and management, must be reasonably related to 
improvements in productivity. * * * Wage increases that outrun productivity 
* * * are an inflationary factor.” 

And certainly the proposed legislation brings into existence wages that outrun 
productivity. 

PRODUCTIVITY IN THE RESTAURANT BUSINESS 


Productivity in the restaurant business is not like productivity in any other 
field. It cannot be increased beyond a certain very definite point. The situation 
of our industry is simply this: We must be open for very long periods of service 
in order to satisfy the demands of our customers and to conform to the eating 
habits of the American people—habits which cannot be changed by legislation. 
This means simply that we need a full complement of workers at peak service 
periods and less than a full complement during long hours of the day. During 
those quiet periods our workers “stand by.” They are not, cannot be, produc- 
tive. There is money going out in payroll—nothing coming in to the cashier’s 
desk. There is, of course, an answer to this—the split shift. But this is some- 
thing we would like to avoid and certainly something that the workers want to 
avoid at all costs. 

Further, we must have a full force every day in the expectation of business. 
Yet if the weather turns bad, we have no business. I know of one operator 
who had a full force of 100 men and women at work at a seashore restaurant. 
The weather turned cold, rainy and blowy and although under the terms of his 
agreement with the resort management he had to keep open in case anyone should 
want service, he did not actually have one single customer during an S8-hour 
period. Productivity was nonexistent—through no fault of the operator—through 
no fault of the workers. 

Nor can we increase productivity by automation in our industry. No machine 
has yet been invented to replace the waitress, the bus boy, the cook. 

There is, of course, a type of automation—the vending machine. They are 
operated with a bare minimum of service and are a definilte depressant to 
employment within our industry. 


KEEPING EMPLOYMENT HIGH 


One more word about inflation. The Fair Labor Standards Act was originally 
passed during a time of depression and a large labor market. Today’s labor 
market is a tight one. It was the hope of the original law to spread employment. 
Today’s employment is at an all-time high; the vast majority of employable 
people are hard at work. Now, in the face of this employment situation, in order 
to meet the hours of service required of a restaurant by the public, many of 
our people work overtime. This will have to continue in many parts of the 
country. And thus the effect of the legislation will not be to raise the wages of 
i great many workers but to provide windfalls in high overtime pay for a few. 
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And speaking of the labor market, it is here that the pinch would come om 
the small business, the individual owner. He draws his help from exactly the 
same source as does the chain or larger organization. If Mr. Chain is paying the 
minimum of a dollar Mr. Small must pay it, too, or he will not get any help or 
at best inefficient, substandard help. That is where competition does enter the 
picture—and in direct opposition to the aim of the law which is to create fair 
competition; the loss of exemption would create entirely unfair competition. 


CURTAILING OF EMPLOYMENT OPPORTUNITIES 


Further, our business currently employs many men and women and young 
adults who cannot find employment—suitable employment—in any other field. 
Because work in our field only rarely requires specific education, many people are 
able to make a living in it who would otherwise be unemployable. There are two 
large groups currently in our industry who would be adversely affected. These 
are the older people who have retired on small incomes provided by industrial or 
governmental pensions, and the youngsters in schools who are able to put them- 
selves through college or to take other advanced work with the aid of the 
money they make in part-time employment in our field. 

Pensioners whose income is fixed are adversely affected by today’s rising cost 
picture and more and more have turned to us for assistance. Fortunately be- 
cause of our ability to use untrained people and the fact that we may pace 
our work to their lessened capabilities, we have been able to help many people. 
who would otherwise become public charges, to maintain a decent standard of 
living and to feel of use to the community. 

As for the youngsters, we have only to look about us in almost every pro- 
fession to discover successful men and women who were able to get an educa- 
tion by working in our business. Again, training was unimportant, and hours 
could be arranged for the convenience of the student. The average of two meals 
furnished free of charge every day plus tips added to the basic salary fills a very 
real need in the lives of many students. 

Yet forcing us to pay the minimum wage will virtually eliminate the pos- 
sibility of our employing either of these two groups of people. If we must pay 
the higher rate we must get dollar for dollar as does heavy industry. We must 
insist on trained people who plan to make a full-time career of our industry 
and who can work at a quickened pace. We will be forced to find ways and 
means to eliminate these marginal jobs, and we will dump on the job market a 
group of people who simply will not be able to find other work. 


THE WIDESPREAD IMPACT 


The influence of the restaurant field on economics is wider than would appeat 
at first glance. Not only are inflation and decreased employment a certain re 
sult of the proposed legislation, but the buying power of the restaurant business, 
curtailed by the increased costs of the legislation and the consumer resistance 
to advancing prices, would affect many other areas of our economic structure. 
Notable in this affected group would be the farmers of America. It is interest- 
ing, and vital to the question here, to note that although the restaurant business’ 
annual sales account for only 4 percent of the gross national product, they ac- 
count for exactly 26 percent of all the food consumed in the entire country. 
Increased costs to the consumer will mean decreased use of food by the industry) 
that will be felt immediately by the food-producing farm areas right straight 
across the country. Further, our business, by inventive menu planning and 
modern merchandising methods, has been able to help move some of the farm 
surplus items. There would be a noticeable drop in this contribution, too. 


THE VICIOUS CIRCLE 


Here again we have evidence of the vicious circle ever-widening from the neces- 
sity of increasing costs and the inflationary rise in prices to the loss of patron- 
age and the subsequent decreases in employment. Even cutting the number 
of employees would not help in many instances, for our business as a whole is 
up against a very different profit picture right at the moment than are other in- 
dustries. 

ECONOMIC STATUS OF OUR INDUSTRY 


The national average profit in our business runs only between 1 and 3 per- 
cent. A slim margin, indeed, and one which may have been found inadequate. 
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Witness that 1956 was the most critical year for our business since 1941. By 
actual record, 1,149 restaurants actually were forced into bankruptcy pro- 
ceedings with a resulting loss to creditors, and it is reliably estimated by a 
leading financial statistical house that these “legal failures” represent only 
2 to 5 percent of the total number that were actually unable to continue business 
because they had for so long operated in the red that their owners could not 
continue. It is a matter of record that of the total number of restaurants 
which start operation in a given year, 50 percent fail in 1 year, and of the total 
number inaugurated in any 5-year period, some 66 percent fail. 

The reasons for this situation are many. The increasing costs of materials 
is one. Another is the increasing tendency to suburban shopping areas where 
most of the shopping-center restaurants are those of large chain operations. 
They are draining off revenue from the small-restaurant man. Further, the 
new road system and throughways that route transient traffic around towns 
and villages are siphoning off still more. Nor can he hope to recover this by 
opening on the throughway as in every known instance throughway contracts 
are awarded on the assumption that hundreds of miles will be serviced by one 
management requiring chain operation, or even in some cases, Government or 
National Parks Department operation. 


LEGISLATING SMALL BUSINESS OUT OF EXISTENCE 


During recent years there has been a trend of consolidation and mergers. 
Smaller companies are going by the wayside or have consolidated with multi- 
unit operations. The restaurant industry primarily is small business and a 
fine example of free enterprise. If costs of operation become too big, a burden 
for the sinall operator, he will either cease doing business or be absorbed by 
the large multiunit concern. As the restaurant industry is a highly personalized 
service, this seems to be a most undesirable trend. 

So once more the single operator is taking it on the chin, in this direction. 
Compound his problems by increasing his labor costs, and you have really put 
him in a vulnerable position, dissipating still more of that narrow margin 
of profit. 

THE GREATEST GOOD 


Surely the intent of any well-made Federal law is for the greatest good of 
the greatest number of people. A sane and reasoned examination of our situa- 
tion will show that only by continuing our exemption under the Fair Labor 
Standards Act can the greatest good for the greatest number be achieved. En- 
couraging inflation, increased prices, and decreased employment—the inevitable 
results of the proposed legislation—cannot be twisted by any befogging of the 
facts to be classified as “the greatest good.” It becomes a clear-cut case of 
robbing Peter to pay Paul—of establishing false standards, of creating unfair 
competition in the labor market, and of burdening an already overburdened 
business on which the firm foundation of much of our national economy rests. 

When the Fair Labor Standards Act of 1938 was amended in 1949, Congress 
clarified the various exemptions and selected wording in the act so that business 
people knew exactly where they stood with reference to the Federal wage and 
hour law. Because of ambiguities in the language of the original wording, 
there were some administrative departures from congressional intent. Any 
change in the act as it now stands would again create the confusion and doubts 
which existed prior to the 1949 amendments. 

The restaurant industry wants to prevent raising menu prices and contributing 
tu the inflationary spiral; it wants to keep employment at a peak level. In order 
to maintain these objectives, we recommend that the exemption to retail and 
service establishments under the present Fair Labor Standards Act be continued 
and that no amendments be made to the existing law. 


Senator Morse. You may proceed, Admiral, in your own way to 
cover the statement as you see fit. 

Mr. LeSavuvace. What I have prepared is a digest of the main brief 
and I will proceed along with it as quickly as I can. 

However, I do want to say this, that we have tried to divide up our 
time here before you so there will be an effort to conserve time. As 
there is a great deal of concern in the country as to the effect on the 
small operator, we have taken the liberty of dividing my time up 
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with 3 very small operators in our line, 1 from Maine, 1 from Massa- 
chusetts, 1 from Georgia. 

If you do not mind, I will proceed with this and stop to answer 
any questions that you might want to ask me. Then I will call on 
each one of these people and I have asked them not to extend more 
than 5 minutes each. 

Senator Morse. You have complete charge of your case. 

Mr. LeSavvace. My name is George R. LeSauvage. I am actively 
engaged in the restaurant business. I have served on five New York 
State Industry Minimum Wage Boards. I am chairman of the Gov- 
ernment affairs committee of the National Restaurant Association. 
Our association represents 70,000 restaurants in the United States 
and in addition, 65 State and local restaurant associations have 
authorized us to represent them in national matters. Therefore, | 
am appearing before you on. behalf of 190,000 restaurants which do 
about 80 percent of the total dollar volume of business. Included in 
this group is every conceivable type of food service: table service, 
department stores, counter service, cafeteria, drive-in, food facilities 
in national parks, just toname a few. Of this group, 90 000 are small- 
business establishments consisting of single restaurants doing an 
annual dollar volume of business of less than $100,000 a year. 

As individual businessmen and as an association, we are vitally con- 
cerned with the proposed amendments to the Federal wage- -and-hour 
law you are considering. Rather than go into too much detail, I am 
going to point up the highlights and then ask. you to hear three small 
restaurant operators in our industry, w ho, though they might be exempt 
under the law, know they will not be exempt in practice and this 
concerns them. 

We have made an objective study of the problem of cause and effect. 
If retail and service exemption is changed it would decrease employ- 
ment, increase menu prices and speed up ) the inflationar y spiral. 

We feel small business exemption Is a pretense because bringing 
big operators under the law indirectly affects all operators large and 
small because all restaurants draw from the same labor pool, and 
cost factors in our business are constant regardless of size. Small 
operators know that once the exemption is changed even slightly, it is 
only a question of time before they would be under the Federal law 
directly. 

As to fair competition, the Fair Labor Standards Act of 1938 v 
designed to prevent unfair competition between manufacturers of 
goods crossing State lines. Restaurants of one State do not compete 
against restaurants of another State. Our competition comes from 
the housewife. 

With respect to invasion of States rights, our business is so local in 
character that even States with minimum wage laws vary minimums 
within their own borders. Further, the question of value for tips, 
meals, lodging, and uniforms is very local. ‘To attempt to set a national 
value would compound both confusion and bureaucracy. 

May we point out disruptive pressures and bumping effect: Many 
restaurant employees have an income higher than the wage require- 
ments of the present Fair Labor Standards Act. If any wages for 
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restaurant employees would have to be raised, then all wages would 
be bumped up proportionately. This certainly is an inflationary step. 

Now about the windfall effect—the effect of these windfall increases 
caused by bumping up would be felt at our one point of sale, the dining- 
out public. We estimate, on actual laeatinndn gures, that menu prices 
must immediately increase as much as 25 to 35 percent. 

Now, the cumulative effect at the point of ike while we are raising 
prices, so will our suppliers. We are the final point of increase and 
must willy-nilly pass on every cent of this accumulation to the public. 

This may well bring about return of the lunch bucket and paper 
bag. If restaurants both in factories and in the cities had to raise 
menu prices too high, factory workers would again bring their lunches 
in a bucket and office girls would carry their lunches in a paper bag. 
We see a lot of that right today. The restaurant industry, one of the 
biggest employers in the country, would suddenly need fewer workers 
because of decreased customers. 

Our President, in his state of the Union message, stated that , “wage 
increases that outrun productivity are an inflationary factor.’ 

It is clear that in our business, productivity cannot ‘be controlled by 
automation or change in operational methods. We face long hours 
when workers are paid and no customers ring the cash registers. 

Because of a tight labor market we now work many ov ertime hours 
in our field. The proposed exemption would increase the take-home 
pay of present workers rather than spreading employment as was 
the original intent. 

Now, on curtailing employment, pensioners and young adults 
attending school both currently supplement their incomes by work in 
restaurants. We could no longer offer such work as both hours and 
work methods would speed up and change beyond the capabilities of 
both gr — 

The widespread impact is apparent when you consider that restau- 
rants currently use 26 percent of the food ‘consumed in the United 
States. Customer refusal to pay price increases and a resultant loss 
of business will drop this percentage so noticeably and so fast that it 
will be felt through the entire food producing farm area of the 
country. 

As to our economic status, we operate nationally on an average of 1 
to 3 percent profit. Withdr awals from business were alarmingly high 
last year. That is a high-sounding phrase for “he went broke.” It 
was the worst year since 1941 for our industry. 

On legislating small business out of existence, changing shopping 
and traffic patterns drain revenue from the small operators. Increas- 

ing costs will only increase the current tendency to mergers. 

The intent of any Federal law is to create the greatest F good for the 
greatest number of people. As encouraging inflation, creating un- 
employment and increasing prices would accomplish no good for any- 
one, we urge that the wording of the present law be kept and that the 
exemption “of the retail and service establishments be maintained. 

Senator Morse. Thank you very much, Admiral. 

Mr. LeSavvaee. I am going to ask Mr. Cross from Massachusetts, 
a very small operator in the city of Boston, to make a brief statement. 
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STATEMENT OF LAURENCE J. CROSS, OWNER AND OPERATOR, 
CROSS’S RESTAURANT 


Mr. Cross. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

My name is Laurence J. Cross, owner and operator of Cross’s 
Restaurant, Franklin Street, right in the center of Boston, Mass. 

About 99 percent of my business is at a fountain and counter and 
I have a few tables—a total seating capacity of 125. I have 40 em- 
ployees, 14 of whom are service employees. We are open for break- 
fast and lunch from 8: 30 to 5: 30, 514 days a week. 

Our big problem, if the proposed legislation came about, would be 
to cut service to the bare essentials. We would have to because as 
sure as you force me to pay $1 an hour to my people who are now 
below that, I will be asked for a corresponding increase from those 
who are already over that. They would be crazy if they did not ask. 

And if you gentlemen tell me that because I am a small operator 
I am exempt and would not have to pay the minimum, let me tell you 
that I would have to meet the minimum or I would have no help at 
all. There are a lot of operators in and near Boston who would come 
under any one of the bills you are considering and when one-half of 
the city pays a wage the other half has to follow. 

Of course, in the end it would not be me who did the paying; it 
would be my customers. I serve bank and insurance employees who 
are on fixed weekly salaries and they cannot take the 26-percent menu- 
price increase I would have to make to meet the proposed minimum 
and the bumps upward on the rest of my payroll. 

If our Cross special at 99 cents goes to a dollar and a quarter, I 
would hold on to my head if such a thing happened. 

As the chairman, Mr. Kennedy, knows, we have a labor board in 
our State and a minimum-wage law. They know what workers need 
in Massachusetts better than anyone outside the State or on a national 
level. They review the law regularly and they just finished settling 
this away. Our minimum there is so high right now that it has 
already eliminated jobs for people that cannot give a dollar’s worth 
of work for a dollar paid. I don’t hire anybody who isn’t a good, 
fast, efficient worker. Why should I when I have to pay the same 
price as the fellow that can get a full day’s work? 

This proposed legislation is going to give a lot of extra money to 
people who are already well above the minimums; it is going to take 
jobs away from a lot of people and it is going to take a big bite out 
of the fixed income of a lot of working men and women. It is going 
to take me into a higher cost bracket whether you name my name or 
not, and I am against it. 

I ask you to keep the wording of the present law and retain the re- 
tail and service exemption. 

Senator Morse. Thank you very much for a very able presentation. 

Senator Atnorr. May I ask a question, Mr. Chairman ? 

Senator Morse. Go right ahead. 

Senator An.torr. There are one or two things that I have just had 
occur to me. 

How do you treat tips in your wage computations? Are you 

rganized ? 
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Mr. Cross. You mean unionized ? 

Senator Atxorr. Yes. 

Mr. Cross. No, sir. 

Senator AtLorr. Do you consider tips as a part of the compensation ? 

Mr. Cross. Definitely not, as far as I am concerned, but, of course, 
the employee does. 

Senator ALLorr. Considers it a part of his compensation. Of course, 
I think it goes without saying that a tip is a gratuity or presumably 
so. It has gotten to the place where it is mandatory. But what a tip 
or the tips that you employees receive be considered as applying to the 
minimum wage in the event a dollar was applied to you? 

Mr. Cross. We pay the minimum wage and more to those who do 
get tips. 

Mr. LeSavvace. But that is a differential. There is quite a differ- 
ential between those who get tips and those who do not, as shown in all 
the minimum-wage laws in the country, and the 26 States that have 
minimum-wage laws there is differential in every one of them. 

Senator Atxorr. I understand the Department of Labor has several 
complicated formulas that they use in this area. It just occurred to 
me that since the employer does not pay this, yet the employee receives 
the benefit of it as a result of his employment. 

What the status of these tips are—and I do not want to go into it 
too deeply here, but it seems to me it raises a very good point. The em- 
ployer does not pay it, but the employee gets it as a result of his em- 
ployment, and I presume he also gets certain other benefits such as, in 
many instances, food. 

Do your employees get food ? 

Mr. Cross. Yes, sir. 

Senator Atiorr. Uniforms, I presume your waitresses——— 

Mr. Cross. That is correct. 

Senator Axuxorr. Do you furnish any other people such as your 
service employees with uniforms? 

Mr. Cross. Yes, we do; that is correct. 

Senator Atxorr. I just wanted to ask you these questions because 
I think they raise interesting points as to how this matter could be 
made workable. 

Senator Morse. I would like to ask either one of you this question 
in regard to tips that the Senator from Colorado has raised. 

In some of your restaurants and dining establishments, do arrange- 
ments exist between the waiters and the waitresses on the one hand 
and the service employees back in the kitchen on the other where the 
tips are pooled and then the tips are divided among all the employees? 
Not only the waiters and waitresses but the chef, and the dishwashers 
and all those that participate in restaurant work ? 

Mr. LeSavvaee. Senator, that occurs in very few places. Occa- 
sionally, in dining rooms, the waitresses do have a pool or sometimes 
on counters they have a pool. But in the great majority of cases the 
waitress keeps what tips she receives. That has always been a great 
question, and as I just said a moment ago, every minimum wage in 
this country, and I have been on five of them myself, I think I know 
something about the problem, this question of tips is a very impor- 
tant one because these girls will come in and within a couple of weeks 
training and counting her wages and her tips, she is making more 
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money than the experienced people in the back of the house, and 
anything that is going to change that status is going to make a lot 
of trouble in the restaurant business. 

Senator Morse. Where there is some arrangement for the pooling 
of tips, is that handled on an individual basis in the particular estab- 
lishment and not considered part of any wage contract that the 
management has with the employees ? 

Mr. LeSavuvacer. That is true. There are 1 or 2 exceptions to 
that and perhaps I should say it so as to make a very clear picture 
in your mind. 

In some of the large places where they have catering to large din- 
ners, and things, the tips are included in the cost of the meal and 
those tips are assigned to the various people who are employed in 
the dining room. 

Senator Morsr. Are there some instances in which there is an ar- 
rangement that not only do the people in the kitchen get a share of 
the tips, but the management gets a share of the tips? 

Mr. LeSavvace. No; I never heard of it. 

May I say just one more word about that? This question of tips 
has always been a great question. Tips come from more than just 
the personality of the waitress—the atmosphere of the place, the kind 
of food that is served; all of that has a great influence on the amount 
of tips received. We do not know what those are. But of course we 
do find this: In our industry, that it is very difficult to get a good 
waitress to take a job as hostess or usher on a weekly salary. You 
cannot get them to take those kind of jobs so that would have some 
indication, apparently, as to the value of the tips received. 

And of course, you know, Senator, that there has been a lot of 
talk that tips are un-American. Well, my company tried hard, very 
hard, to eliminate them in our soda fountains. We had to give it 
up in a couple of weeks because the tips were under the dishes and 
under the napkins and we were firing people all day long for taking 
them. We just quit it. I don’t think—I do not know any large 
concern in this country now that prohibits the giving of tips. 

Senator Morse. I don’t know very much about this particular phase 
of the problem. I have been told that in some of your big hotels, and 
particularly some of your big hotels in New York, your more or less 
expensive dining rooms, tips are pooled and the man who makes 
the reservations, takes you to your table, as well as the chef, and the 
people out in the kitchen, get a certain percentage of the total amount 
of tips. I was wondering 

Mr. LeSavvace. No, I don’t know about that. 

Senator Atiorr. Do you believe it is the general practice on large 
dinners and that type of business ? 

Mr. LeSauvace. That is on the bill and distributed by the 
manager. 

Senator Atiorr. That generally is pooled ? 

Mr. LeSavvace. Ithinkso. As far as I know. 

Senator Atxorr. All right; thank you, sir. 

Mr. LeSavvace. I would like to have Mrs. Longino, of Atlanta, 


Ga., who runs a very small restaurant in that town, make a brief 
statement. 
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STATEMENT OF DOLLY LONGINO, RESTAURANT OPERATOR, 
ATLANTA, GA. 


Mrs. Lonaino. Mr. Chairman and gentlemen of the subcommittee, 
my name is Dolly Longino. I operate a restaurant known as Longino’s 
Luncheon, formerly Black’s Tea Room, located at 29 Forsythe Street, 
Atlanta, Ga., a small restaurant in the heart of the city of Atlanta, 
and one of the oldest in that city. 

This restaurant is a table service restaurant with 250 seats. My 
restaurant is only open for the luncheon business from 11 o’clock 
to2 p.m. I employ approximately 42 people in the following cate- 
gories: 15 waitresses, 4 bus boys and 3 clear girls, 20 helpers, cooks, 
dishwashers, and preparation people. I pay the waitresses $1 in 
wages for working from 11 to 2 o’clock during the luncheon period. 
Each of them serves from 30 to 40 people at noon, and average from 
$3 to $4 in tips, or an average of $1.25 per hour in tips alone. Ten of 
my employees receive 75 cents an hour, and the remainder receive 85 
cents per hour. 

In addition to these cash wages and tips, my employees receive two 
meals if they serve full time, and the waitresses receive one meal. 
During the noon luncheon period we serve from 400 to 500 customers. 
These customers are equally divided between men and women, and 
most of the customers are employed by newspapers, insurance com- 
panies, banks, the cotton goods industry, and other typical business 
from this area. ay: luncheon prices range from 85 cents to $1.25. 
The average check is 95 cents. 

As a small restaurant operator I am greatly concerned about the 
proposal to bring retail and service establishments under the Federal 
wage and hour law. I know that many of the bills now before you 
state that they are only bringing in the large operators, and we are 
told that small operators are exempt. If the Federal W age and Ifour 
Law were amended so that it brought any of the retail and service 
industries under this provisions, then all of us are covered indirectly, 
and we know that it would be only a question of time before we would 
be covered directly. At any rate, we would have to compete for labor 
with the larger operators who would be under the act so that we would 
have to meet their rates. 

Toshow how weare affected indirectly, let me give you an experience 
which just happened last week. Two of my waitresses came to me and 
said: 


“You are not complying with the wage and hour law. We are supposed to get 
a dollar an hour. If you don’t start paying us a dollar an hour, you are going to 


be forced to do it. 

No doubt this occurred because these employees had read about the 
Federal Wage and Hour Law requiring $1 an hour in interstate busi- 
ness and wrongfully concluded that they would be entitled to this 
same hourly wage. 

If I were required to raise wages for any employees, any raise I 
gave would have to be reflected in increased menu prices. Because of 
increased costs of doing business, I recently had to raise some of my 
prices 5 cents. I immediately ran into customer resistance, as many 
of my patrons told me that their budget would not allow them to pay 


any more for their luncheon and they would have to start carrying 
their own lunches. 
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If I were required to increase my wages, I would immediately have 
to raise my menu prices approximately 20 percent. I can’t offset this 
by decreasing the number of employees for, although I am open for 
3 hours a day, the bulk of my business is done within an hour and my 
present staff is handling all that they can. 

As a small restaurant operator i do not think the restaurant busi- 
ness should be brought under the Federal Wage and Hour Law, and 
I know that if you change the law to bring only the big ones under 
this law, I am immediately confronted with the increased rate and it 
would be only a question of time before I am directly under the law. 

Thank you, gentlemen, for the opportunity to appear before you. 

Senator Morse. Thank you very much. 

I want to say about your statement, that I don’t think that we, as 
legislators, cold possibly justify fooling ourselves into believing that 
if we adopt the language that would exempt the so-called operator, we 
would in fact exempt them. Whatever course of action we take, we 
have to keep in mind the fact that in a labor market area, the imposi- 
tion of a wage on one group of employees covered under the law is 
bound rather directly to press the employers of a group of employees 
not covered by the law to pay almost the same wages and I think in the 
admiral’s statement, his point on the so-called bumping effects are 
borne out by the history of wage increases. 

I am not going to sit here and adopt any rationalizations if J vote 
for any wage increase that I am affecting only the people to whom the 
wage increase is applied by law. I know that much of it is going to 
be applied to those not covered by the law. So I think we have gotten, 
as I said to the earlier witness, we have a question here of public policy 
as to how far we want to go, if any way at all, beyond the present law. 

Thank you very much. 

Senator Attorr. Mrs, Longino, I would like to ask a couple of ques- 
tions. You say that you serve from 400 to 450 customers and the 
average check is 95 cents; that would put your gross sales for a year 
in what category, roughly ? 

Mrs. Lonatno. I really don’t have those exact figures with me. I 
will be glad to furnish them to you but I am certainly under $100,000. 
I will say that. 

Senator A.torr. Now, I know that if what you have to pay out is 
raised, as you have pointed out here, you are going to have to raise 
your prices. I am just wondering what effect this would have not only 
upon you, but what effect that would have upon your customers. 

One suggestion that has been made is that with these people who get 
tips that the employer would estimate the amount of the tips that 
these people would receive and that it would be considered as a part of 
the remuneration. Do you think that any such method would be 
practical at all? 

Mrs. Lonerno. Well, I believe that the tips are certainly a part of 
the wages but it is not a part of the hourly wage—lI will put it that 
way. I have no way of knowing definitely what the tips would be. 
As a rule, most people, they don’t tip less than 10 percent and I just 
more or less base that figure and consider the amount of employees, 
customers that they serve in a day and I have a pretty good idea about 
what the tips run but I have no way of knowing definitely. You still 
have to pay them a wage for the amount of hours that they spend, that 
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they put in, but so far as their tips, I think it is entirely on the indi- 
vidual as to what kind of waitresses they might be. 

Senator Attorr. The best you could do would be to estimate a 10 
percent on your gross receipts? 

Mrs. Lonatno. If you wanted to estimate it you possibly could say 
that, maybe. 

Senator Attorr. Do you think you could come near it by any prac- 
tical means? In other words, to put it another way, the way this 
looks to me, this is an area in which at the very best you would be 

asping at straws, so to speak, because you just have to guess that 
if, for example, you have gross sales of around $400 a day, according 
to your figures here, a minimum of $400 a day, about the best you 
could guess or estimate is that $40 of that would be tips? 

Mrs. Lonerno. I think that is up to the customer. I have no way 
of knowing. 

Senator Attorr. That is what I am trying to bring out; that you 
have no means of determining what it is. 

Mrs. Lonatno. No, sir; I don’t, really. 

Senator Axtorr. There is nothing to keep a girl, if she isn’t, for 
example—I am trying to explore the alternatives—having her report 
her tips in a place that does such a concentrated business as yours, 
with, I imagine, everybody pretty well flying around there for a couple 
of hours—— 

Mrs. Lonarno. Just about 1 hour it is. 

Senator Artorr. There would be nothing to keep her, if somebody 
put down a couple of dimes and a nickel, from keeping a dime in her 
ont or two dimes and reporting a nickel or vice versa, would there 


Mrs. Lonarno. They don’t report to me what they get. 

Senator Axtorr. I understand that. I am trying to explore the 
possibilities whereby these tips would be accurately estimated or de- 
termined and you have just about answered my question, which is, 
I don’t think there is a practical way. Would you agree with that? 

Mrs. Lonerno. Yes, sir; I agree with that, since I have no way of 
controlling it. 

Senator Attorr. While we are on this subject, I want to read— 
because I think it should be a part of the record in a fair considera- 
tion of this—I am reading from the Fair Labor Standards Act of 
1938, as amended, section 3 (m) provides as follows: 


“Wages”— 
which is in quotations itself— 


paid to any employee includes the reasonable cost as determined by the Secre- 
tary of Labor, to the employer, of furnishing such employee with board, lodg- 
ing, or other facilities, if such.board, lodging, or other facilities are customarily 
furnished by such employer to his employees. 

Now, the Secretary of Labor has Lproneniy to amend this as follows: 
Section 3 (m) of the Fair Labor Standards Act of 1938 be amended 
and is amended to read as follows: 

a ‘Wages’ 9. 1.. 
in subquotes— 


paid to any employee includes the value of tips and the reasonable cost as 
determined by the Secretary to the employer of furnishing such employee with 
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board, lodging, or other facilities (if such board, lodging, or other facilities are 
customarily furnished by such employer to his employee), provided that the 
Secretary is authorized to determine the fair value of such facilities and tips 
for defined classes of employees and in defined areas based on average cost to 
the employer or to groups of employers similarly situated, or, average value to 
groups of employees or other appropriate measures of fair value, such evalua- 
tions where applicable and pertinent shall be used in lieu of actual measure in 
determining the wages paid to any employee. 

I thought that the law as it is now and the recommendations of the 
Secretary of Labor, with which I am not sure that I agree in this 
instance, ought to be in the record here in the light of this witness’ 
testimony. 

And, I think another comment might be in order and that is: This 
lady has 40 employees of whom only 15 are waitresses and the greatest 
bulk of her employees, 27, are what I suppose you would call service 
people. 

Mrs. Lonetno. Nonservice people, hand dishwashers and things of 
that sort. 

Senator Atnorr. Thank you very much. 

Senator Morse. One more question: I am glad you brought the 
point up. If, as a result of a wage increase, it became necessary to 
increase the menu prices, as you suggest, has it been your observation 
that that would also have some reducing effect on the amount of tips 
that the waitresses would receive ? 

Mrs. Lonerno. Yes, sir; it would. 

Senator Morse. As the prices go up, the tips go down; therefore, 
we have to keep in mind the relationship between the menu prices and 
this subsidiary source of income for the employees. 

Mrs. Lonatno. I believe that what would affect me more than any- 
thing would be the labor side of it. I just would not be able to get 
them to work for me. I think that would be one of the biggest 
questions that I would have to solve, would be getting the labor. 

Senator Morse. I suppose it is true that at the present time when 
you come to determining what you will offer your waitresses, you take 
into account to some extent the fact that on the basis of your present 
menu prices, they will get tips within a bracket, at least, of certain 
amounts ¢ 

Mrs. Lonetno. Yes, sir; that is right. 

Senator Morse. If, for example, speaking hypothetically, the ad- 
miral and Mr. Cross have pointed out that it just doesn’t work, to 
prohibit tips. But let us assume the hypothetical that you were 
running an establishment in which you had the sign up, “Tips pro- 
hibited.” In such a situation, you would have to pay more wages to 
get the waitresses, wouldn’t you? 

Mrs. Lonatno. Yes, sir. 

Senator Morse. Thank you very much. 

Senator Attorr. May I inquire further? You raised a very inter- 
esting question there and that is this: That the persons who have told 
you that they could not afford increases in prices, it would have to be 
assumed that as far as the public is concerned, the man who pays the 
average of 95 cents for a luncheon, probably leaves a 10-cent tip, which 
means that he is just figuring that his luncheon costs him $1.05 or 
$1.10 or maybe sometimes $1.25. Would that be a fair assumption? 
But, certainly not usually less than 10 cents per individual check. 
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Mrs. Lonerno. As I stated before, I have no way of knowing defi- 
nitely, but I would not believe that anyone would tip less than 10 cents 
but how much over I would not have any way of knowing and it is true 
that some of them might not tip at all. 

Senator Morse. What really determines the price you pay your 
waitresses, would you say ? 

Mrs. Lonerno. Well, 1 think the time involved is one thing and it is 
just a general practice around that part of the country that they get 
$1 per day for doing waitresses’ work and then whatever tips they 
make, that istheir own. It depends entirely on whether they are good 
or bad waitresses or waiters. 

Senator Auxorr. It is the general wages paid for that type of work? 

Mrs. Lonetno. Yes, sir; for luncheon business. 

Senator Atxorr. I suppose a girl is always looking, then, for a place 
which is more attractive, where she has better food, which perhaps 
serves a class or clientele of people who are a little higher in the eco- 
nomic brackets, so that as she gets into that type of work she can also 
expect to receive increased tips. Would that be true? 

Mrs. Lonatno. Well, I would not have any way of knowing about 
anyone else’s business other than my own, but I think it is quite unusual 
for a person to go and pay much more than $1.25 for lunch when they 
consider the parking and what goes along with it. We will say 
“working people.” I do cater to working people and I would not 
have any way of knowing what the other people were doing other than 
my own. AsIsay,so far as the waitresses are concerned, throughout 
that area down there, they pay $1 per day and that has been for 
some time and it seems to be very satisfactory. That is for the better 
restaurants, I mean, talking about full-time restaurants. I am a little 
unusual because I am only open for luncheon so I would not have any 
way of knowing about the other restaurants because I have never 
operated that type of restaurant. 

Senator Atiorr. Thank you very much. 

Mr. LeSavvace. The next witness is Stanley Tyks of Bangor, Maine, 
another small operator. 

Senator Morse. We are very happy to have Mr. Tyks. You may 
proceed in your own way, Mr. Tyks. 


STATEMENT OF STANLEY TYKS, RESTAURANT OPERATOR, 
BANGOR, MAINE 


Mr. Tyxs. Mr. Chairman and gentlemen of the subcommittee, my 
name is Stanley Tyks and I operate Gene’s Restaurant and Catering 
Service in Skowhegan, Maine. I am a past president of our local 
chamber of commerce, rotary, and of the Maine Restaurant Asso- 
ciation. I have also had the honor of serving President Eisenhower 
at the home of our beloved Senator Margaret Chase Smith. 

We in Maine know that this committee is confronted with a very 
important decision regarding the amendments to the Federal wage 
and hour law. It is my desire as a small operator to help you reach 
a proper decision. 

It is quite apparent that the people of Maine, in general, are very 
much disturbed with this proposed measure. We have already seen 
what took place with some people who were affected by the Federal 
wage and hour law covering interstate commerce. Those who were 
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unable to produce more work to offset the increased wages were dis- 
charged. Fortunately, intrastate retail and service establishments 
were able to absorb many of these employees because they could pay 
according to the employee’s ability to produce. Thus, intrastate 
commerce created employment for these people and they did not find 
it necessary to seek community aid. 

At this time I would like to present three examples from my res- 
taurant which are typical throughout our State, and especially within 
the restaurant industry. 

A few years ago I hired a 55-year-old man who was discharged from 
factory work because he was unable to produce the amount of work 
necessary to compensate for the increase in salary under the Federal 
wage and hour law. This man is doubly handicapped. He is illiterate 
and has one bad leg so he cannot work constantly without some rest. 
I am now paying this man $40 per week plus meals for a 48-hour 
week and he is very happy with his job as sanitary technician. If 
I had to pay this man more money, I would have to replace him with 
someone who could be of more all-round value to our organization. 

Example number two represents a 56-year-old widow that I hired 
as a cashier several years ago. At that time she was retired as a tele- 
phone operator on partial pension. Because of her limited experience 
finding a job was not easy. Our business did not and does not require 
a second cashier. However, because I wanted to be relieved of this 
responsibility, I hired her. With the $30 per week which I am paying 
her, plus meals, and a telephone pension, she is free of financial 
worries. 

My last example and most important, is as follows: 9 months of 
the year I employ approximately 18 people. For the other 3 months, 
or during the summer season, I employ about 42 people. Therefore, 
I find it necessary to get as many experienced people from out of the 
State as possible, because most of our experienced natives are already 
gainfully employed when our season opens. 

Last year I was able to get only 8 experienced employees from out- 
of-town and out-of-State. The other 16 employees were college or 
high school students with little or no experience. Youngsters like 
this must be trained, require more supervision and consume twice 
the amount of food as required by adults. Actually, 7 experienced 
adult employees could produce the same amount of work, with less 
confusion, than all of the 16 teenagers. Last year I paid these young- 
sters an average of $24 per week plus meals. If I had to pay them 
according to the proposed minimum wage measure, it would have in- 
creased my payroll for the season by approximately $4,600. Adding 
an increase for the 2 employees mentioned earlier, it would have 
brought the total increased sum to about $6,000. This would increase 
my menu prices by about 20 percent and I am sure that many of my 
customers would find it necessary to eat at home again. 

Senator Morse. May I interrupt to call your attention to section 14, 
subsection 2 of the Wage and Hour Act which provides exemptions? 
Section 14 states: 

The administrator, to the extent necessary, in order to prevent curtailment of 
opportunities for employment shall by regulations or orders provide for the 
employment of learners and so on. In subsection 2, the employment of in- 


dividuals whose earning capacity is impaired by age or physical or mental 
deficiency or injury, under special circumstances issued by the administrator 
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that such wage is lower than the minimum wage applicable under section 6 and 
for such period as shall be fixed by such certificate. 

Let us assume that the law is passed which the courts will say 
covers your restaurant. As the law presently reads, you would be 
authorized to obtain a certificate for particular handicapped individ- 
uals which would exempt them—from the requirement of the mini- 
mum. Isn’t that the case? Isn’t that true? 

Mr. Tyxs. I would say that would be a lot of red tape and I would 
say it would be doubtful whether many people would go through that 
to get the exemption. If I 

Senator Morse. May I interrupt first? Would you like to be ex- 
cused for the time being ? 

Your point is, you think that the exemptions that would be pro- 
vided, if the law covered your restaurant, would be objectionable be- 
cause it would require getting the certificate from the administrator 
and you doubt if many proprietors would employ handicapped in- 
dividuals with those paper requirements ? 

Mr. LeSavvace. Mr. Senator, maybe I can help him out. I have 
had a great deal of trouble on exemptions that you have just read in 
minimum wage laws. 

What happens is that it is so difficult to get one of those, it takes so 
much time and effort and constant going down to the Labor Depart- 
ment and there is a resistance down there to issuing them, that you 
don’t bother with itany more. You just say, “It is too much trouble.” 
It is easier to get rid of the man than to go through all that. 

Senator Morse. I am glad to have that testimony because I am 
speaking now, really hypothetically. I have not reached any final 
judgment on this at all but if that is the experience of the industry 
and if the present provisions of the law results in that situation, then 
what we might direct our attention to is to modifying the procedure 
for getting the exemptions. 

Mr. LeSavvace. If you modify that so it makes it comparatively 
simple, then it helps us a lot. We don’t want to let these people down. 
We want to have them. My company has hundreds of them. We 
don’t want to let them go. That is the last place they can get a job, 
as porter or dishwasher, and people that are mentally not alert and if 
you could make that very simple in any law—lI am not talking about 
this because we are against any coverage at all—but in any law, if 
they can simplify it, that would be a help. 

Senator Morse. Ever since I have been in the Senate, and before, I 
have taken a very active interest in the rehabilitation problems of 
handicapped people. I have been very active, for example, in con- 
nection with a rehabilitation center out here at Arlington, so that it 
will be made available to Federal employees, and I want to say here 
for the record that if the experiences under the existing law is what 
you gentlemen point out, I, for one, would favor modifying the 
prpesbre viintis we trust the employer, if he is willing to hire the 

andicapped person, to hire the handicapped person in the first in- 
stance, and then place the burden not upon the employer to go and 
get the certificate, but the burden upon the Department of Labor to 
show cause in a case where they can prove that an employer is taking 
advantage of handicapped people. But what I think we need is 
greater inducement in our rehabilitation program for industry to 
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help these handicapped people readjust so that they can start again 


to make part of their living and eventually as their skills improve, 
their full living. 


(The following memorandum was prepared by the United States 
Department of Labor at the request of the committee :) 


SPECIAL SUBMINIMUM WAGE CERTIFICATES FOR HANDICAPPED WORKERS IN REGULAR 
InpustrY UNbDER THE FLSA 


AUTHORITY TO ISSUE HANDICAPPED WORKERS CERTIFICATES UNDER FLSA 


Section 14 of the FLSA authorizes the Administrator, to the extent necessary 
to prevent curtailment of opportunities for employment, to issue certificates 
which permit the employment of individuals whose earning capacity is impaired 
by age, or physical or mental disability at wages lower than the statutory mini- 
Inum wage. 


REGULATIONS 


Regulations, part 524, set out the terms and conditions for issuing special 
rate certificates for handicapped workers in regular industry. Separate arrange- 
ments are made for handicapped workers in sheltered workshops. The regula- 
tions are designed, on the one hand, to permit the issuance of certificates in 
appropriate cases, and on the other hand, to prevent exploitation of the handi- 
capped. <A copy of the regulations, together with copies of the application and 
certificate forms are attached. 

ADMINISTRATION 


Handicapped worker certificates are issued by the regional directors in their 
respective regions, upon a showing by the employer that the worker in question 
is in fact handicapped for the job for which he is employed. The application 
form which is signed jointly by the employer and the employee lists the job in 
which the employee is to be employed and gives a brief description of the 
handicap. 

A medical report by a licensed physician may be required if the handicap is 
not obvious. Such reports have been necessary in only approximately one-sixth 
of the applications. 

In addition to the descriptions of the job and the worker’s handicap, the 
application calls for the handicapped worker’s most recent 4-weeks average 
hourly earnings, and the hourly earnings range for the most recent 2-week period 
of the nonhandicapped workers employed in the same occupation within the 
establishment. It also calls for the number of nonhandicapped workers on the 
same work who were paid makeup during the most recent 2-week period and the 
average amount of such makeup. This information serves as a substantial 
objective guide for determining the degree of impairment in terms of comparative 
earnings and for setting a rate in the certificate that reflects the worker’s earn- 
ing capacity. 

If the worker is employed at piece rates, he is required to be paid the same 
piece rates as are paid nonhandicapped workers employed in the same occupation 
in the establishment. Under a piece rate system, the rate in a certificate is set 
a few cents an hour below the workers’ average earnings as a cushion to relieve 
him from worry of losing his job. 

Certificates are issued for 1 year and are renewable. Approximately 30 days 
before the expiration of a certificate, the regional office notifies the employer of 
the expiration date and sends him renewal application forms. If the employer 
makes application for renewal prior to the expiration date of the certificate, the 
certificate remains in effect until the regional office takes action on the renewal 
application. The purpose of the renewal application is to permit the regional 
director to review the facts and determine whether an adjustment in the sub- 
minimum rate is called for, either because of a change in the workers’ earning 
capacity or a change in the wage structure in the establishment. 

The expiration dates of certificates are spread over the year so that the volume, 
at any one time is not heavy. If the application form is reasonably complete, 
the application is acted upon within a few days of its receipt by the regional office. 
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To facilitate securing certificates, some few national associations have made 
a practice of sending application forms to their members, thus obviating delays 
in having the individual firm request the application forms from a regional office. 
This is particularly true in seasonal work. 


Statistical data on handicapped worker certificates in regular industry 


eee 





Volume: 
to a 4,666 | 1,909 | 2,355 | 3,148) 4,051 | 5,285 6, 869 
Certificates granted ...................... 4,513 | 1,865 | 2,253 > 3,660 | 4,704 6, 349 
Applications denied or withdrawn. --....- 153 44 102 322 391 581 520 
Basis for issuing certificates: 
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Mr. Tyxs. I would like to mention that those figures I gave did 
not include approximately 8 waitresses who would be subject. to this, 
and of course would probably bring up the increase in rate probably 
6 to 8 percent. 

Gentlemen, I know that some of the bills you are considering spe- 
cifically say that a place like mine will not be covered by the law. 
Legally that might beso. Practically, though, it will not be. I had a 
hard enough time getting seasonal help last year. If the amendments 

ass, I could not hope to offer less than the minimum and get anybody. 

will have to pay, so I urge you to make no changes in the retail and 
service exemption. It is vital for the economic health of the small 
operator that this exemption be kept. 

Thank you for listening. 

Senator Morsr. Thank you very much for your statement, Mr. Tyks. 

Senator Atiorr. No questions. 

Mr. LeSavvace. That concludes our presentation. 

Thank you very much for your courtesy this morning. 

Senator Morse. You were very helpful to the committee. 

Mr. LeSavvace. Thank you. 

Senator Morse. Our next witness will be Julian Brylawski, repre- 
senting the Theater Owners of America. 

Mr. Brylawski, do you have Mr. Lydon of Boston with you? 

‘ = Brytawsxi. He left the room but I think he is coming right 
ack. 


Senator Morssz. All right, then, you may proceed. 
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STATEMENT OF A. JULIAN BRYLAWSKI, REPRESENTING THE 
THEATER OWNERS OF AMERICA, NEW YORK, N. Y. 


Mr. BrrtAwskt. Senator, before I start, I want to say that I am 
very happy to have heard the preceding witness and your remarks 
about hiring the physically handicapped. As it happens, I am a mem- 
ber of the President’s Committee on Hiring the Physically Handi- 
capped and in fact, a member of its executive committee. We are very 
familiar with this employer resistance to getting these certificates and 
we are also very familiar with many of these other things but we try 
to place people, handicapped people in employment. I think we have 
been fairly successful. We try to get them standard wages but it isn’t 
always possible because some of their handicaps prevent them but 
there is just this case in mind, I think we would be very grateful to 
take further 

Senator Morse. Could I dwell on that further? I did not know this 
was coming but let me take just a minute and get your reaction to it. 
It strikes me that the procedure is back-end-to, if I may say it. The 

resent procedure would seem to be based upon the presumption—and 

think it is a false one—that unless you require the employer to take 
the necessary action to get a certificate, in other words, unless he makes 
an affirmative showing that the certificate is justified, it is to be pre- 
sumed that he is going to take advantage of something. I do not like 
that assumption. 

I take judicial notice that it is not justified in fact. Sure, we have 
got our bad employers as we are seeing these days. We have got some 

ad labor leaders, too. I think in both groups they are a small minor- 
ity. Now, what would be wrong in a modification of the procedure 
whereby all the employer has to do when he hires a handicapped 
person is just file with the appropriate agency his statement that the 
person has been hired. It ison record. Nobody can charge him with 
concealment. Then the appropriate agency in carrying out its duties, 
if it has any cause to believe that any exploiting is being done, has the 
affirmative duty of proceeding itself, rather than placing the affirma- 
tive duty for action in the first instance upon the employer. 

Now, do you think there would be any strong objection within a 
given industry to have the employer just simply write that X, Y, and 
Z are handicapped people and because they are handicapped people, 
his wages are different, his terms of employment are different under 
section 14 of the act. 

Is there anything wrong with that procedure? 

Mr. Brytawski. No, sir. We stress employment, not necessarily 
wages. We figure that the fact that a man is gainfully employed 
means a great deal to him, that he is no longer on the public rolls or 
he is not receiving full assistance. It restores his sell reaper. We 
think that is as important sometimes as the wages they receive. 

Senator Morse. It does more than restore their self-respect. My 
observation in this field satisfies me that the experts are right when 
they report time and time again the fine psychological effects of work, 
which in turn has tremendous physical benefits to these people. 

Senator Atxorr. I have been very interested in this myself. I am 
happy to say that my own State of Colorado is making great strides 
in the training and rehabilitation of the physically handicapped. I 
would like to refer to the testimony before this committee last year of 
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a man from California whose name, unfortunately, I have forgotten, 
a clothing manufacturer, who testified in opposition to the bills then 
pending, but whose testimony as far as his experience with the handi- 
capped and the aged was one of the most inspirational things I have 
ever heard. The members of the staff will remember it and contrary 
to what most people suppose, he apparently goes out and hunts for 
these people and they work on a piece-rate basis and his experience 
from an employment viewpoint is one which is so completely out- 
standing that he doesn’t worry about the young people at all. The 
record of absenteeism and that sort of thing and sickness and illness 
is so far beyond the average employer that he feels it has contributed 
greatly to his own business. 

I just wanted to put that in because it is a fact that a person who 
goes at it intelligently and handles it can make an asset out of it. 

It was Mr. P. Schuman, President of the San Francisco Coat and 
Suit Manufacturers Association. May I, for the sake of the record, 
Mr. Chairman, because I think this man deserves credit and it was 
a real inspiration to me to listen to his testimony before this com- 
mittee last year, suggest that 

Senator Morse. Just include some of the excerpts from that tes- 
timony. 

Senator Attorr. I would just suggest commencing on page 1349, 
beginning with his words, “To give you an idea in textiles” and down 
to the end of his statement, which is only one page—that his remarks 
on this subject ought to be included. 

Senator Morsr. So ordered. 

(The quotation referred to follows :) 


To give you an idea in textiles, if a man makes $1.50 an hour or $1.40 an 
hour, it is so minute per yard that if the skill or his morale is a little higher— 
and this is where my elderly people are tremendous, because the morale is so 
high and they are so encouraged and they are so experienced—their spoilage is 
nothing. 

Mayle they turn out 6 percent less—although I am not even willing to concede 
that much—than a younger person. But the amount of repairs is not there, 
to the point that I just do not feel that it is a point. 

I will tell you how far we carried it. I am going to give you an extreme 
example—I admit it is an extreme example: I have a woman working with me 
of my 1,000 employees. I am particularly fond of her. She fought me when 
I was 22 years old 20 years ago, when I had 3 machines in a basement in China- 
town. We have a real Chinatown in San Francisco. I had my own unskilled 
wages. 

She got to be very much older and she worked with me for 20 years. When 
she got to be an age where she should have retired—she is over 72—she had 
problems at home, being alone, and we did not retire her; but my foreman in- 
structed her and a few others that they must not push. In other words, there 
were to be no production charts. So we have never taken any production 
charts. 

Once a year I go through the production records of all my people just to keep 
myself in touch with them. The other day I found out that we really did her 
a fine favor. She is up 17.5 percent and she deserved a raise a year and a half 
ago and has not gotten it. She has gotten it now. 


Mr. Brytawskt. Perhaps the committee would be glad to know 
that the President’s Committee has sent an award to Mr. Schuman 
for his work, outstanding work in this line. 

Senator Atrorr. I am happy to hear that because honestly it was 


one of the greatest satisfactions to me I have ever had to hear that 
man’s testimony. 
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Mr. Brytawski. I happened to be chairman of that committee. 
I heard hin, too. 

My name is A. Julian Brylawski. I am vice president and chair- 
man of the legislative committee of the Theater Owners of America, 

a National Association of Motion Picture Theater Owners, with 
offices at 1501 Broadway, New York. 

I am also authorized to represent on this occasion Allied States’ 
Association of Motion Picture Exhibitors, located in the Dupont 
Circle Building in this city, whose general counsel, Abram F. Myers, 
has collaborated in the preparation of the statement I shall make. 

I would like to depart from my prepared statement for just a 
moment to note something that occurred to me this morning. You 
gentlemen may wonder shen the concern of the motion picture in- 
dustry in this proposed legislation. We are not specifically men- 
tioned in any of the bills under consideration and we may not be 
included, therefore, except by inference. But we are looking into 
the future when and if the precept of affecting Congress may be so 
expanded so as to include every little services establishment and 
every little theater. We are concerned with the survival of the little 
theaters, the tiny screens from whom flow the great river of enter- 
tainment. If they dry up, the whole stream may perish and that 
is what happened to vaudeville in the past, a great era of entertain- 
ment, and it no longer exists. 

I know you can remember the thousands of vaudeville theaters | 
spotted over the country. There isn’t one in existence today. They 
dried up. The little fellows dried up and when they did, so did the 
industry. : 

I appear in opposition to the bills you are now considering and : 
to any and all measures that would subject the motion picture the- | 
aters to a Federal minimum wage and hours law. 
Our opposition to any such regulation of the motion picture 
theaters is based upon essential differences between the theaters and | 
the mercantile and service establishments at which this legislation is | 
primarily aimed. 

The motion picture theater is not an industrial enterprise, except 
in a small way: to wit, the selling of candy and popcorn in its 
theater, which, by the way, is usually a concession and not operated 
by the theaters; and is by no means universal. 

It is not a mercantile business in any form. 

The motion picture theater does not purchase film. It only rents 
them. 

The motion picture theater does not manufacture anything and 
does not consume anything. It deals in lights and shadows and sounds, 
and in nothing remotely affecting interstate commerce. 

It is strictly a local enterprise, a service organization and is so con- 
sidered by the Department of Commerce, the National Labor Rela- 
tions’ Board and the Treasury Department in many decisions thereon. 

The theater, therefore, corresponds but dimly, if at all, to the kind 
of establishments these bills are aimed at. We would not think they 
were included at all if it were not for the broad definitions now sought 
to be imported into the wage and hours law by amendment. 

When Congress undertakes to regulate all employers whose opera- 
tions affect interstate commerce, it is projecting its regulatory power 
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deep into the local communities, and all enterprises not specifically 
exempted may be included. 

At this early point in this statement I desire to stress the differences, 
the basic, controlling differences between the motion picture theater 
business and the other businesses which are featured in all the discus- 
sions relating to this legislation. Among all American enterprises 
the theater business is wholly unlike any other. It is recognized that 
the motion picture industry is a communications industry, of which 
the theaters are a part. Yet, unlike other media of communication, 
the theaters publish nothing, and transmit nothing over State lines. 
Their entire operation is conducted within an enclosure. The theater 
business is what the lawyers call, “sui generis.” It is unique, peculiar, 
and in a class by itself. 

One of the reasons advanced for legislation of this kind is that it 
tends to prevent discrimination and to prevent unfair competition. 
Obviously, if one manufacturer pays higher wages for fewer hours 
than his competitor, the latter will be able to undersell him. The 
effect of such unfair competition is to lower standards, not to raise 
them. But, in the motion picture business competition between 
theaters is not affected by the wages paid. 

Competition between theaters is regulated by customs of the trade. 
The first of these regulatory customs is the classification of theaters 
by runs—first run, which has the first showings; second run, and so 
on. As I shall later point out, a subsequent-run theater may chal- 
lenge a first-run theater and seek pictures on the prior run by means 
of competitive bidding. But, by and large, as may be observed in 
any competitive area, theaters are classified by runs and a subsequent- 
run theater cannot play a picture until it has completed its engage- 
ment in the prior-run house. 

Unfortunately for the theater business, the public no longer merely 
goes to the movies. The public is selective and will go to see the hit 
pictures and shun the rest. A theater showing a hit picture and one 
showing a lesser one can be called competitive only by doing violence 
to the term. Experience proves that the public cannot be attracted 
to a poor picture even by reducing admission prices. Neither can it 
be discouraged from seeing the top pictures by high prices. Com- 
petition among theaters is governed by such factors as the attractions 
offered, runs, clearances, and sometimes, location. Wages paid the 
employees have nothing to do with it. 

Not only do the theaters differ from the other enterprises which may 
be included in the bills, but, these differences extend to the employees. 
We are familiar with the pleas that have been made to this committee 
as to the inadequacy of a minimum wage of $1 per hour. There are 
those who would increase this to $1.25 or $1.50. Witnesses have dram- 
atized the struggles of heads of families to raise and educate their 
families on such a pittance. But, gentlemen, the theaters do not em- 
ploy the heads of families at low wages or require them and their 
families to live in a substandard manner. Let me assure you that our 
permanent and technical employees are very well paid. Ninety per- 
cent of our employees the country over are not permanent employees 
and consist of part-time school boys and girls who serve as ushers, 
elderly persons in retirement from other jobs who add to their meager 
pensions by performing such light tasks as cashiers and doormen, 
partly disabled persons and persons with other part-time jobs. These 
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persons, for the most part are unable to compete for standard employ- 
ment at standard wages. The theaters, most of which operate only in 
the evening, some only a few days a week, afford these people the only 
kind of theater employment they are able to perform. In doing so, we 
feel that they are rendering a public service. 

We feel that this committee cannot help but be impressed by these 
basic differences between the theaters and the other enterprises that 
may be included in this legislation. It may be that definitions will be 
adopted which will accurately and clearly describe the enterprises to 
be regulated so as not to include motion picture theaters in broad 
generalizations. We respectfully ask that their exclusion be made 
abundantly clear. If, during the committee’s deliberations, there 
should be any doubt whether the theaters are included in the language 
employed, we ask that the purpose to exclude be made clear by listing 
motion picture theaters among the exemptions. 

The exemption in some of the bills of enterprises having neither 
more than four establishments, nor more than a total annual volume 
of sales of goods or services of $500,000, would limit the application 
of the legislation to the so-called theater circuits. But, we respectfully 
suggest that the dollar volume of business done is not a fair measure of 
an enterprise’s ability to stand the proposed legislation. Neither the 
number of theaters operated, nor the volume of the receipts constitute 
proof of a profitable operation. When the theaters are not making 
money, the more one operates, the worse off he may be. And, if a cir- 
cuit grosses $500,000 and its overhead and operating expense exceed 
that amount, it is in no position to take on any additional expenses. 

Another reason why multiple operation is not a satisfactory test 
in our business is that the circuits do not enjoy the advantages had 
by chains in other industries, and which they once had. The big cir- 
cuits exerted their buying power to secure special advantages in the 
leasing of films, and the obtaining of prior runs not enjoyed by the 
independent theaters. In 1946 the Government filed an antitrust 
suit which brought about a divorcement between the major film com- 
panies and their affiliated circuits and required those circuits to divest 
themselves of some of their theaters. 

Not only that, but the decree provided that thereafter films should 
be licensed picture by picture and theater by theater, thereby greatly 
reducing or completely obliterating circuit buying power and pitting 
one theater against another, as units in licensing films. Thus, no 
matter how many individual theaters may come under a common own- 
ership, each individual theater is a separate entity and must buy its 
attractions individually with no connections with any of the theaters 
that may be owned or controlled in a common ownership. It must 
compete for pictures and showings with every individual competitor, 
no matter how large or how small. It is frequently forced to bid 
competitively for its attractions against other theaters, a condition in 
which the distributors have taken advantage of to secure ruinous 
rentals and extravagant terms. And now in such competition with 
its larger overhead and expenses, it sometimes loses the best attrac- 
tions to the smaller, individually owned theaters. I don’t doubt you 
have seen that right here in Washington, Trans-Lux and Playhouse 
playing pictures that the large theaters would certainly love to have. 
This is a handicap which would only be increased by further oper- 
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ating costs to large chains of theaters which the smaller competing 
housing would not share. 

The Secretary of Labor in his testimony before this committee 
proposed a fairer test and one which bases the legislation more firmly 
on Congress’ power to regulate interstate commerce. His recom- 
mendation is that the legislation, as applied to retail and service 
establishments, be limited to enterprises in which “the total annual 
value of purchased merchandise, materials, or supplies, moved directly 
across State lines to its place, or places of business, is $1 million or 
more.” 

Thus, liability to regulation would depend not on the dollar volume 
of the business done locally but on the value of the goods, wares, and 
merchandise purchased in interstate commerce. We believe that 
such a test would exclude all, or most of the theaters since they do not 
purchase films, but lease them and their interstate purchases of con- 
cessions and supplies amount to but a small part of their business. 

The fact that the exhibition end of the motion picture business is 
in financial distress is too well known to Congress to require elabora- 
tion. It has received much consideration at your hands, for which 
we are profoundly grateful. Without the relief from the admissions 
tax which you gave us in 1954 and 1956, I doubt if many of us could 
have survived. But, our margin of profit, whenever there is any 
profit, is exceedingly small. We are a notable and lamentable excep- 
tion to the general prosperity of the country. Decreasing patronage 
and rising costs—especially film rentals—still plague us. We cannot 
stand any additional expenses and burdens. At the cost of being trite, 
I must advert to the old saying about “the straw that broke the camel’s 
back.” Despite the widespread national prosperity and despite seem- 
ingly large — and tremendous investments, the profits of motion- 
picture exhibition are down to fractions of 1 percent. 

Some 28 States and 4 territories have minimum wage laws of 
various kinds, none of which call for a flat minimum wage. Instead, 
the minimum rates in the various States are tailored to fit the ability 
to pay wages of the various industries of that State and in every 
case consideration has been given to the needs of the motion picture 
industry, varying even according to the population of the towns in 
which they are established. For instance, in the great State of New 
York, minimum rates for some employees are 50 cents per hour in 
small towns, 60 cents in larger towns, and 70 cents in New York 
City. 

The rates for Connecticut, Idaho, New Hampshire, Wyoming, New 
Mexico and Rhode Island are 60 to 75, while Massachusetts has the 
highest rate of all—80 cents per hour with many exceptions and 
exemptions. 

It is our hope that if the Congress passes any minimum wage ex- 
tension they will show us the same consideration. 

A great many of the State minimum wages apply to women and 
minors, ranging from 60 to 75, while Massachusetts has the highest 
rate of all, 80 cents per hour and that was only raised last year from 
75 cents. 

I have a list of States that have minimum wage laws, which in- 
cludes both Colorado and Oregon. 

Thank you very much. 
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Senator Morsr. Thank you, sir. 
Senator, do you have any questions? 
Senator Atxiorr. I don’t believe so. 


Senator Morsr. It was a very helpful statement and we are glad 
to have it in the record. 

Mr. Bryitawski. May I introduce Mr. Lydon, who comes from the 
New England States? He is executive secretary of the Allied States 
Association of New England. 

Senator Morse. Mr. Lydon, we will be very glad to have you testify. 
I understand that you are going to summarize your statement and you 
would like to have me have the statement printed in full in the 
record at this point. 


That statement may appear at this point in the record and also 
the list of States having minimum wage laws which Mr. Brylawski 
referred to. 


(The list and statement follow :) 


STATES THAT HAVE MINIMUM WAGE LAWS: FROM BUREAU OF LABOR STATISTICS, 
LABOR DEPARTMENT, WASHINGTON, D. C. 


Arizona, Arkansas, California, Colorado, Connecticut,’ Idaho,’ Illinois, Kansas, 
Kentucky, Louisiana, Maine, Massachusetts,, Minnesota, Nevada, New Hamp- 
shire,; New Jersey, New York,’ New Mexico,’ Ohio, Oklahoma,’ Oregon, Penn- 
sylvania, Rhode Island,’ South Dakota, Utah, Washington, Wisconsin, Wyoming.’ 

Also: Alaska, Hawaii, Puerto Rico, District of Columbia. 


STATEMENT BY FRANK C. LYDON, EXECUTIVE SECRETARY OF ALLIED THEATRES OF 
NeW ENGLAND, RELATIVE TO PROPOSALS TO EXTEND THE Fain Labor STANDARDS 
Act OF 1938 To SERVICE ESTABLISHMENTS 


My name is Frank C. Lydon. I am executive secretary of Allied Theatres of 
New England, a trade association with 190 member theaters located in the 5 
upper New England States. About 185 of our member theaters would, under 
certain conditions, become subject to the Fair Labor Standards Act in the event 
that proposals now before the committee were adopted. 

We are a regional trade association having no national affiliation—although 
some of our members maintain membership in one of the two national trade 
groups. 

For the committee’s information I shall provide your clerk with a record of 
our membership. 

Due to the distress conditions which continue to prevail in our business—we 
are vitally concerned with any proposal to revise our wage structure. 

Althou.h some of the proposals before your committee would maintain the 
status quo in service establishments such as our motion picture theaters, others 
would extend the act to employers having 5 or more units and to those having 1 
or more units, provided their annual gross, by volume, exceeded $500,000. 

As to the recommendations of the Secretary of Labor—Mr. Mitchell’s sugges- 
tions were directed toward 2 million people in retail trade and approximately 
450,000 people in other lines (indicated on page 8 of his statement) but not includ- 
ing employees of motion picture theaters. 

As to extending the act to those competing with any activity in commerce, it 
would appear that 12 or 15 thousand small theaters would thus be affected. 
In that case these small theaters would drop off like flles—6,000 similar theaters 
went out of business during the recent tragic transition due to television—and 
at least another 6,000 theaters in our cities, towns, and hamlets would also go 
out of business if the act were so extended. 

It would appear that our opposition should be directed first: to the expansion 
proposals in general—that is, as to whether or not they should apply to service 
establishments such as motion picture theaters, and second: the disastrous 
consequences, the practical effect, if the act is only applied to certain groups— 
said groups to be determined by an arbitrary 5 unit or $500,000 yardstick. 








2 Applies to men, as well as women, and minors. 
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Theaters have been exempt under the act for almost 20 years. No doubt they 
were so exempted on the theory that movie theaters do not affect the free flow 
of goods in commerce; that they are not responsible for labor disputes obstruct- 
ing commerce; that they do not interefere with or affect fair marketing of goods 
in commerce, etc. as outlined in section 2 (a) of the act. 

As to employers affecting commerce, assuming that to affect commerce means 
to influence commerce, we contend that our influence upon commerce is minute. 
Our motion picture theaters are service establishments. Not only that—but 
they are unique service establishments. We offer our patrons nothing tangible— 
we have no merchandise to offer—we merely purvey a privilege, that of admis- 
sion to an area or auditorium where we offer images and sound for a specific 
period of time. 

We do not purchase the pictures which we offer. We merely lease them from 
the copyright owners for limited periods. When a lease expires, all our rights 
expire. We have nothing left in inventory—other than our copy of the approved 
eontract. True, the pictures which we offer must be produced or manufactured 
and they must be sold and distributed to the theaters, and these branches of our 
industry, production and distribution, have always been subject to the act. 

On the subject of film distribution—it could well work out that exempt the- 
aters having numerous program changes would have the greatest number and 
volume of shipments, while those having the fewest shipments would be sub- 
ject to the act. I refer of course to larger theaters, some of which play the 
same picture in excess of a full year; or 1 local theater in Boston which only 
had 7 shipments—7 shows—in entire 1956. 

We are frank to admit that we are influenced in our thinking by our personal 
problems and prejudices—but it is rather difficult to believe that the authors 
of our Constitution ever contemplated that a 300-seat movie theater in Lubec, 
Maine, would be directly affected by a constitutional provision that the Con- 
gress shall have the power “to regulate commerce with foreign nations, among 
the several States, and with the Indian tribes.” 

It is on this premise, Mr. Chairman, that we would—with all due deference— 
appeal to your committee to explore the matter of constitutional limitations, ex- 
haustively, insofar as movie theater operations are involved. 

As to the practical effect, provided the expansion proposals are adopted 
and an arbitrary 5 unit or $500,000 yardstick is used. 

In substance, Mr. Chairman, in any such case a disastrously discriminatory 
decree will have been imposed upon the backbone segment of the movie in- 
dustry. 

If the suggested yardsticks are used—8,400 theaters, owned by 460 chains 
or circuits, will become subject to the act. 

Although these 8,400 theaters are less than 50 percent of all theaters numerical- 
ly, they are the backbone of the entire motion-picture industry. 

These theaters represent: 

80 percent of the 214 billion of capital investment in theaters; 
85 percent of all domestic film rental returns to the producers; 
80 percent of man-hours of labor required by all theaters. 

To burden these 8,400 backbone theaters and at the same stroke exempt their 
10,000 competitors would be manifestly unfair. 

The proposals discriminate against circuits or chains—possibly on the assump- 
tion that they are not necessarily big business, but rather that they, for some 
unexplained reason, can afford to pay higher rates. 

We feel that chains or circuits, as such, are not big business as that term is 
generally used. 

On the contrary—they are an amalgamation of many small service establish- 
ments which are competing directly with identical small-service establishments, 
and under identical local conditions. Although local theaters, chain or indi, id- 
ual—exempt or subject—are on equal terms as to local taxes, power, supplies, as 
well as availability and terms for manpower—the chain theaters, by their very 
association, must endure certain handicaps. 

Even as any chain is only as strong as its weakest link, so, too, with theater 
chains. A chain must have pictures in numerous theaters; so they are vulnerable 
aus to film-rental terms. They cannot afford to haggle, to bargain, ete., too much 

is at stake. The chain is also vulnerable in labor negotiations. Because of its 
very size and investments, it cannot afford to resist settlements. With a chain 
operation it is a case of trouble in many theaters if differences are not settled 
for the controversial theaters. We would like to add here that labor relations 
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with our crafts unions up in New England have, except for rare instances, been 
extremely good. 

One chain weakness that is prevalent is the “parasite operation,” the “red-ink 
theater,” or the “weak-link” situation. Most all chains have them, They either 
own them and have a capital investment involved, or they have them under long- 
term leases and they are just plain stuck with them. Although they are losing 
money they are kept open, maintaining a weekly payroll, and the deficit has to 
be made up in a profitable link which may be in sume remote area. This is a 
true case of the strong helping the weak—subject theater—which would go out 
of existence if it were an exempt, individually owned theater. 

The proposed yardstick also discriminates in fa\or of the “small seater” 
extended-run theaters, most of which are privately or individually owned. These 
theaters have the advantage of low capital investment and low overhead and, 
while they remain below the $500,000 annual or $9,600 weekly gross level, they 
remain exempt although they may be in direct competition with subject theaters. 
With this extended-run policy these particular theaters enjoy a larger profit 
ratio, on both receipts and capital investment, than their subject competitors. 

As to the extent of discrimination in the New England area, we would like 
your committee to have a directory of theaters in the Boston exchange area— 
that is the five upper States. 

his directory und recap show that 305 theaters would be subject to the act, 
398 theaters would be exempt under the act, and 99 of the exempt theaters would 
be direct competitors to the subject theaters. The recap shows that only 44 
percent of all theaters would be exempt in Massachusetts, in contrast with 77 
percent exempt in Vermont. 

As to a specific instance of discrimination, we would like your committee to 
have a copy of a survey of a particular chain where they would be subject in 
26 towns and would be required to compete in these very same towns with 49 
exempt competitors. 

One more example as to degree of discrimination—we would cite a chain 
which, since the inception of television, has been reduced from 26 units to 12 
units, would be menaced by 13 exempt competitors in 9 of the 11 towns where 
they have managed to stay in business. For this chain, application of the act 
would be an invitation to extinction. 

One final example of discrimination—in the event that the proposals prevail, 
in downtown Boston 6 subjected first-run theaters would be in direct competition 
with 4 exempt theaters. 

Mr. Chairman, our approach to this problem must, of course, be a realistic one. 
Therefore, we must consider certain avenues of escape. 

Although the smaller chains, owned by individuals and closed corporations, 
could be divided and subdivided into family or friendly groups to escape involve- 
ment, no such recourse is available to large corporate bodies. Their only avenue 
of escape is liquidation of their capital investment in unfavorable competitive 
areas, to their detriment and that of their shareholders. Unfortunately many 
of these subject chains occupy numerous theaters under long-term leases—leases 
which are guaranteed by the theater chain’s corporate integrity. On these they 
are trapped, there is no escape. 

In passing we might say that drive-in theaters—as a class—will be less affected 
than four wall or conventional theaters, because drive-ins are, for the most part, 
owned by newcomers to the theater field. 

We do not mean to belabor the committee concerning our financial plight. We 
have been, and we still are, recognized as a distress industry. The Congress 
has been most considerate in the relief which it has granted and we are sincerely 
grateful. We mention this factor because we, in the Northeast and particularly 
in New England, have been hit much harder than other regions of the country. 

We would like your committee to have a 1954 report on motion picture theaters, 
which we shall present to your clerk. It indicates that our (New England) 
decline of 40 percent in receipts, of 48 percent in number of admissions and 19 
percent in seating capacity (theaters closed) exceeded the national averages 
by about 8 to 15 percentage points. 

We would also like your committee to have a chart showing, by States, the 
decline in conventional theater operation of 220 theaters since 1948, which we 
shall hand over to your clerk. 

In our theaters we employ willing labor-eager, labor-intelligent, and inde- 
pendent individuals who come into our employ at their own free will, exercising 
their inherent right as free agents to contract for their own services. No duress, 
no compulsion is involved. 
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Our business depends upon public acceptance of the service we have to offer, 
and being subject to the whims of the public and the weather we experience 
almost fantastic fluctuations between feast and famine from one program to 
the next. With us every new show—every new day is a4 new gamble. 

Because of these fluctuations, these uncertainties, service wages in theaters 
have been, historically, somewhat less than those in mercantile lines where labor 
costs can be added directly to the cost of goods sold. Regardless of this con- 
dition, we have generally been able to obtain all required manpower and we 
have waiting lists for employment in most of our theaters. 

Most of our employees are students, part-time workers, and short-term 
workers. Most of them are interested in earning incidental or supplemental 
inconie for conveniences rather than for necessities, or, in the case of students, 
earning lunch money or book money that they may continue with their education. 
In most cases these workers are dependent deductions by the heads of their 
respective families. 

In addition to the supplemental income, these workers are attracted to theater 
employment by the— 

(a) convenience of local employment, handy to their homes, and the 

(b) convenience of working time which we can offer—as to time of day 
or night, days of the week, etc., and the 

(c) “atmosphere” of the theater—whether it be the surroundings, being 
in the public eye, the co-called glamour of the movies, or 

(d) they just like movies—especially when they get paid to watch them. 

We do not concede that we have been parsimonious with our service workers, 
and we are contident that they do not feel that way either. If they did we 
would have a much larger turnover and we would not have any waiting lists 
of ready and willing workers. I cannot think of any instance where we ever 
had labor troubles with service workers. 

Because we have been geared up in this manner we have been able to pay 
substantial salaries to our skilled workers, our men in the crafts, to whom 
theater employment is the main source or the sole source of income. These 
craft workers have always been paid substantial salaries. We have a splendid 
record of labor relations in this field, with unrest or disturbances held to an 
absolute minimum. 

The most important factor in our theater wage structure is that of customary 
differentials. 

Starting at the bottom, with ushers, customary wage increases (or differen- 
tials) apply for each category as we proceed to chief-ushers, cleaners, matrons, 
ticket sellers, ticket takers, doormen, assistant managers, managers, and, ut the 
top, the crafts, stagehands, electricians, and projectionists or operators. 

Now, in those 8,400 backbone theaters which would become subject if the 
proposals were accepted, differentials become a major problem, 

If ushers were brought up to the $1 per hour level—then each higher bracket 
would expect and demand proportionate increases and our entire wage struc- 
ture would be disrupted. Such a situation could easily lead to serious lubor 
disputes, curtailment of employment opportunities, and elimination of employ- 
ment possibilities due to theater closings. 

If the bottom bracket (for ushers) was increased to $1 per hour, it would 
amount to a 25 percent raise in Massachusetts—but in the remaining States the 
increase would range from 50 percent to 100 percent. 

Applying these percentage increases under the customary differential formula 
would be an utter impossibility, completely prohibitive and ruinous to our 
backbone theaters while 10,000 exempt competitors would be unaffected. 

As to overtime provisions, they would only apply to the bigger theaters in 
the backbone group unless they hired shifts to avoid overtime. 

Even as the proposal to extend the act discriminates against the backbone 
group, the overtime provisions further discriminate against a particular class 
within the backbone group. 

Mr. Chairman, experience compels us to take a long-range view of the ultimate 
effect in the event we are brought within the scope of the act. Today we are 
talking about $1 per hour, a 40-hour week, and an 8-hour day. But even now 
your committee has proposals providing for $1.25 per hour, and even $1.50 per 
hour. Also, proposals for a 37144-hour week and a 35-hour week. Those, too, are 
matters which must be considered. 

In our trade press or the general press, we have seen mention of a step rate 
or piecemeal approach to this problem. The ultimate results would be un- 
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changed—it would merely be a case of cutting the dog’s tail off one inch at a 
time in an effort to lessen the pain. 

Mr. Chairman, we fully appreciate the commendable and constructive ob- 
jectives of the proponents whose proposals are before you. However, for the 
reasons which we have submitted—in substance: 

That we are not engaged in commerce. 

That we do not substantially affect commerce. 

That the proposals, if adopted, would constitute the ultimate in discrimina- 
tion against the backbone of the motion picture industry. 


That the effect of the proposals would jeopardize the industry in all 
branches. 


That curtailment and elimination of employment would follow the loss 
of capital investments. 


That a condition with 10,000 exempt and 8,400 subject theaters violates 
the “half free—half slave” concept. 


That a you may, but the other fellow mustn’t policy is unfair and 
un American. 


We respectfully submit, Mr. Chairman, and members of the committee, that 
our theaters—that all motion-picture theaters—be continued in section 13, in 
the exemption category. 

Mr. Chairman, and members of the committee, for your time, your attention 
and your patience, may I express the appreciation of our membership. 

Thank you. 


STATEMENT OF FRANK C. LYDON, EXECUTIVE SECRETARY, ALLIED 
THEATERS OF NEW ENGLAND, BOSTON, MASS. 


Mr. Lypon. Thank you, Mr. Chairman. 

My name is Frank C. Lydon. I am executive secretary of Allied 
Theaters of New England, the trade association with 190 member 
theaters located in the five upper New England States. About 185 
of our member theaters would, under certain conditions, become 
subject to the Fair Labor Standards Act in the event that proposals 
now before the committee were adopted. 

We are a regional trade association having no national affiliation 
although some of our members maintain membership in one of the 
two national trade groups. 

For the committee’s information, I shall provide your clerk with a 
record of our membership, not for the record, but merely for reference 
purposes if they wish to have it. 

Senator Morsg. It is not a very long list. Let us put it in the 
record. 

(The list referred to follows :) 


Allied Theaters of New England membership list as of January 1957 











Massa- New Rhode 
Member chusetts | Maine Hamp- Island | Vermont} Total 
| shire 
American Theaters Corp.........------.-- 36 Ded icebd Souci thoasth 38 
New England Theaters__...._.....--..--- 20 7 1 2 1 31 
Interstate Theaters---_-_......- ili edil BFF las --=-| gine 4 27 
SE ere Dcceesent vas ecnn + sbeenre et 4 wonree-ee-]------2--| ie atte 5 
a  , aaa inbebaiiel 4 bawenscmen R Tict bee an 14 
ae WOOD. 2.3 kid sl lee. BRS. ded Gnsield kaon 11 


Smith Management Co___..........-.---- Be Bric aenckek 1 Di 
Maine and New Hampshire..._._......__|-------- 7 | 3 2 


Western Massachusetts_-_-___...- Te BD Mebetitcdi tse cgeadan eens ceniiad 1 15 
lise teamantion 2 13 

Dp phaeteaeaidaigell ao aitthieinted as dh ahs drbinne aap wih cc tooreigt alba 5 

eptiaphhe ns b4babenthes snackvcliuchobwube 1 


Bridgham Theaters.._-...........-..--- i Sere ehi 9 2 
EE hte. wae ben atakakbaukennhs 5 














OS Ree ee 135 25 13 | 8 8 
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Mr. Lypon. At this point I would like to condense my oral presenta- 
tion of the statement. The first phase of my statement was devoted to 
the constitutional limitations—not that I am an attorney. I am 
strictly a theater man. But the point of constitutional limitations 
have, I imagine, been most completely presented to you and, on page 4 
of my statement, in the second last paragraph, some of the matter of 
constitutional limitations by appealing to the committee to explore 
the matter of constitutional limitations exhaustively insofar as theater 
operations are involved. ; 

From there, Mr. Chairman and members of the committee, I would 
like to approach the second phase which is the proposed yardstick 
and the effect of the act upon us if this yardstick is used. The yard- 
stick I refer to is an annual $500,000 gross or a 5-unit chain or circuit 
operation. 

If those standards are adopted, Mr. Chairman, in any such case a 
disastrously discriminatory decree will have been imposed upon the 
backbone segment of the industry. If the suggested yardsticks are 
used, 8,400 theaters owned by 460 chains or circuits will become sub- 
ject to the act. 

Now, although these 8,400 theaters are less than 50 percent of all 
theaters numerically, they are the backbone of the entire motion- 
picture industry. 

These 8,400 theaters represent 80 percent of $2,250,000 of capital 
investment in real estate in theaters throughout the country. 

They represent 85 percent of all domestic film rental returns to the 
producers of motion pictures. 

They require about 80 percent of the man-hours of labor required 
in toto in our industry. 

To burden these 8,400 theaters, backbone theaters, and at the same 
stroke exempt their 10,000 competitors would be manifestly unfair. 

The proposals discriminate against circuits or chains, possibly on 
the assumption that they are not necessarily big business, much rather 
that they, for some unexplained reason, can afford to pay higher 
rates. 


We feel that chains or circuits as such are not big business as that 
term is generally used. 

On the contrary, they are an amalgamation of many small service 
establishments which are competing directly with identical local 
conditions. Although local theaters, chain or individual—exempt or 
subject—are on equal terms as to local taxes, power, supplies, as well 
as availability ae terms for manpower—the chain theaters, by their 
very association, must endure certain handicaps. 

Even as any chain is only as strong as its weakest link, so, too, with 
theater chains. 

May I, Mr. Chairman, stress one of the primary weaknesses of the 
chain, and one “chain” weakness that is prevalent is the parasite 
operation and the red ink theater or the weak link situation. Most all 
chains have them. Either they own them and have capital investment 
involved or have them under long-term leases and they are just plain 
stuck with them. Although they are losing money they are kept open 
maintaining a weekly payroll, and the deficit has to be made up in a 
profitable link which may be in some remote area. 

This is a true case of the strong helping the weak—subject theater— 


which would go out of existence if it were an exempt, individually 
owned theater. 
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The proposed yardstick also discriminates in favor of the small seater 
extended-run theaters, most of which are privately or individually 
owned. These theaters have the advantage of low capital investment 
and low overhead and, while they remain below the $500,000 annual 
or $9,600 weekly gross level, they remain exempt although they may 
be in direct competition with subject theaters. 

With this extended-run policy these particular theaters enjoy a 
larger profit ratio on both receipts and capital investment than their 
subject competitors. 

I would like to give you, Mr. Chairman, a few examples of the effect 
of the act if it were applied in our territory. 

I would like to give the committee, strictly for reference because it 
is rather extensive, a theater directory for the five upper New England 
States with a red symbol for those theaters which would be affected, 
and a blue symbol where they have immediate competitors who would 
not be subject. 

It will show the towns where you have both classes and will point up 
the fact that many theaters which would become subject would have 
a rough row to hoe with nonsubject competitors. 

Senator Morsx. The directory, as identified by the witness, will be 
received for the files of the subcommittee. 

Mr. Lypon. Thank you very much, Mr. Chairman. 

This particular directory and recap which goes with it indicates 
that in our 5 States, 305 theaters would become subject to the act and 
398 theaters would remain exempt and 99 of the exempt theaters would 
be direct competitors with the subject theaters. 

The recap shows 

Senator Morse. Let me interrupt just a moment. I think the recap 
should be made part of the record and I am going to have it inserted 
in the record at this point as part of your testimony. 

Mr. Lypvon. Thank you very much, Mr. Chairman. 

( The recap referred to follows :) 





Recap Five New ENGLAND STATES 


STATUS UNDER FAIR LABOR STANDARDS ACT IF AMENDED TO SUBJECT CIRCUITS OF 
MORE THAN 4 UNITS PLUS CIRCUITS ONE OR MORE GROSSING $500,000 


Massachusetts—194 subject, 44 percent; 152 exempt, including 56 direct com- 
petitors exempt. 

Maine—48 subject, 68 percent; 103 exempt, including 14 direct competitors 
exempt. 

New Hampshire—31 subject, 66 percent; 58 exempt, including 10 direct com- 
petitors exempt. 

Rhode Island—17 subject, 68 percent; 36 exempt, including 7 direct competi- 
tors exempt. 

Vermont—15 subject, 77 percent; 49 exempt, including 12 direct competitors 
exempt. 

Five States, 305 subject, 57 percent; 398 exempt, including 99 direct com- 
petitors exempt. 

Submitted by Allied Theaters of Northeast. 


Mr. Lypon. Thank you, Mr. Chairman. 

As I was about to say, the recap shows the variation that 44 percent 
of the theaters in Massachusetts would be exempt whereas in Vermont 
77 percent would be exempt, so it seems to be an unfair and unequal 
distribution of the burden. 

As to specific instances of discrimination, and its effect, I have one 
more record I would like to submit, Mr. Chairman. 
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This is for a particular circuit of theaters, one of the members of 
our organization. They have approximately 30 theaters in various 
towns. 

If they become subject to the act, 26 of their theaters will be in direct 
competition with 49 exempt competitors. 

Senator Morsp. The table as just identified by the witness, entitled, 
“Twenty-six theaters out of a total of thirty subject to act, 49 competi- 
tive theaters exempt,” the witness’ table identified as table C, will be 


incorporated at this time as part of his testimony, Mr. Reporter. 
Mr. Lypon. Thank you, Mr. Chairman. 
(The table identified as table C follows:) 


26 theaters out of total of 30 subject to act, 49 competitive theaters exempt 


City or town 





New England Theaters 
Corp. affected 


Immediate competitors, exempt 


Maine: 
GED... csaanddnnotdos ae a Bijou, Olympia, Drive-In. 
EL, cducaasganad CNN 4 5 ddepescedsegesebe Opera House. 
Fort Fairfield.........| Paramount-.........-....-.- Boundary Drive-In. 
Sek i icacukadinnsthannnnt Temple, Borderland Drive-In. 
Rockland .............. SOE osu och ba dodo eatddes Strand. 
ty). ere State, Opera House 
Weeneeee ...5..---- 46 8 Prides Drive-In. 


New Hampshire: Dover. 





Uptown. 





Vermont: Rutland_-_...--- Paramount__-._- Grand, Joy, Rutland Drive-In. 
Rhode Island: 
RRS 6 ocacnka sien ae ONE Sos settee Guaeccuns Paramount, Opera House, Drive-In. 
PINS. < ncnnioncan casa RiL Sia chstn tia labaaimsicnica lait scae arin Broadway, Dalton, Leroy. 
Massachusetts: 
gd a ae Metropolitan, Paramount, | Astor, Saxon, Beacon Hill, Exeter, Kenmore. 
Fenway. 
SN chtintinsisimigubage IE rorcndccanindeeesraceginearesations Coolidge. 
SPOUONORET . . <2... <0. Codman, Strand .._......-.-- Adams, Neponset D-In. 
Brockton___... he oe os inca rc hereehessatenatued Sky View D-In, Colonial. 
Cambridge_........--- CI eo ccecnndaded ...| University, Brattle, Fresh Pond D-In. 
an are Ont. .....<...4 balsa. Strand, 
Gloucester__....-..--- North Shore... ............ Do 


BEE conan ities a as 


BIO MOONEE noon nt ONFMRDE..2.. 0000s nooo Empire, State. 








SE eS ae ; | Baylies Square, Orpheum. 
Re oo ad Re: se Se Se Unicn Square, State. 
Springfield __.._.._- --| POPAMOURE. .... 2265500058 ..| 2 first run, 2 subrun. 





Submitted by Allied Theatres of New England. 





Mr. Lypon. One more instance of discrimination and how far it 
goes: I would like to cite a chain which, since the inception of tele- 
vision, has been reduced from 26 units to 12 units, would be menaced 
by 13 exempt competitors in 9 of the 11 towns where they have man- 
aged to stay in business. For this chain, application of the act would 
be an invitation to extinction. They have closed theaters and dis- 
posed of real estate, as I mentioned, so that they are now down to 
12 units. I submit again, at the risk of sounding as though it is an 
exaggeration, Mr. Chairman, that for this particular chain applica- 
tion of the act would be an invitation to extinction. It is a bad 
situation. 

One more example, one more final example, Mr. Chairman. 

If this process or yardstick is used in the city of Boston, we will 
have six substantial, reliable, legitimate, first-run circuit theaters be- 
come subject to the act. At the very same time they will be faced with 
four competitors directly competing for the best pictures that come 
along, and those competitors would be exempt. 

Mr. Chairman, there is one more phase of this, our approach to the 
problem, of course, must be realistic and we should consider avenues 
of escape. 








742 MINIMUM WAGE PROTECTION 


We should consider legitimate methods of evading or avoiding be- 


coming subject. 


The various smaller chains owned by individuals, and closed cor- 
porations, could be divided and subdivided into family or friendly 
groups and escape the law. No such recourse is available to the large 
corporate bodies and large circuits who belong to our organization. 

heir only avenue of escape is liquidation of their capital invest- 
ment in those unfavorable situations and to the detriment of their 


shells and their own structure. 


Unfortunately, many of our subchains occupy numerous theaters 


under long-term leases. 
Now, leases are guaranteed by 


these they are ees There 1s no escape on these. 
I would like, Mr. 


the theater chain’s integrity. On 


Chairman, just to submit for reference, unless 


you prefer otherwise, an issue by the Department of Commerce 1954 
Report on Motion Picture Theaters. It indicates that our New 
England decline of 40 percent in receipts, 48 percent in the number 
of admissions, and 19 in seating capacity—that is theaters closed— 
exceeded the national average by about 8 to 15 percentage points. 
Senator Morse. The table identified by the witness as table E in 


his testimon 
entitled, “Selected Data for Motion Picture Theaters.” 
(The table identified as table E follows :) 


TasLe E-1.—Selected data for motion-picture theaters 


[Does not include data for outdoor theaters] 


Census regions ! 














United | me 
Subject States, 
total {Northeast} North | South 
| Central 
si DNs icles sis ie ee 
| 
Number of theaters: ? | 
I cacneliacais nadine ste 15, 504 | 3, 065 4,710 5, 314 
1948__ eens : Ede detiiinn dailies 17, 689 3, 646 5, 587 6, 020 
Percent change, 1953 from 1948______. : —12.4 —15.9 —15.7 —11.7 
Total receipts from customers, including taxes: 
1953___.....-------------thousand dollars__|1, 152,220 | 306,794 | 298, 302 | 335, 817 
tac ae -------d0_.._|1, 550,614 | 512,042 | 432,982 | 362, 375 | 
Percent change, 1953 from 1948_______ —25.7 —40.1 —31.1 —7.3 
Receipts from admissions: 
1953__..................-thousand dollars._| 869,603 | 242,993 | 223,896 | 247,888 
1948__. ‘ Shedd e ann dsicnss $0034.31 SR 414, 570 | 335,699 | 275, 830 
Percent change, 1953 from 1948 _- Lon —28.1 —41.4 —33.3 | —10.1 
Receipts from admissions taxes, total, 1953 
thousand dollars._}| 183, 056 51, 200 46, 347 53, 535 
Federal admissions taxes, 1953 ES do 170, 575 47,983 | 43,824 48, 043 
Direct receipts from customers, other than 
from admissions: ¢ | 
Spee te tere thousand dollars_- 99, 561 12, 601 28,059 | 34,394 
ain wb ticeim ew on Shere nit tua 85, 815 9, 843 27, 288 27, 761 
Percent change, 1953 from 1948._________-- +16.0 +28.0 +2.8 +23. 9 
Number of admissions: 5 
ti edlansis ..thousands__|2, 120, 012 529, 371 | 546,512 | 718,315 
BN b. 25k bts .-.--.---.----.---d0_._.|3, 351, 778 |1, 025, 145 | 946,223 | 953, 143 
Percent change, 1953 from 1948___......-_-- —36.7 —48.4| —42.2)} —24.6 
Seating capacity: 
eee er __.thousands__ 10, 327 2, 659 2, 898 3, 199 
niin li cinin neon dna ilies ae iad oe sees 11, 701 3, 296 3, 474 3, 304 
Percent change, 1953 from 1948_________.__- —11.7 —19.3 —16.6 —3.2 








1 See map for States included in these census regions. 
2 As of Dec. 31. 
3 Not available. 





will be incorporated in the record at this point. It is 


Large 
circuits 
West 


2, 415 3, 939 
2,436 | (3) 
—0.9 


211, 307 | 599, 671 
243,215 | (3) 
—13.1 |_-- 


154, 826 | 448, 006 

183, 823 (4) 
—15.8 |. 
31,974 | 93, 982 
30,725 | 88,392 
24, 507 57, 684 





20,923 | (3) 
+17.1 |...- 


325,814 | 973,048 
427,267 | (3) 

aE oe 

1,571 | 3,922 
1,627} (3) 
=3,4'|.-..-. 


a 


‘Includes receipts from candy counter, sale of 3-D glasses, sales through vending machines, etc., by 


the theater management. 
or peers by others, nor receipts from rental of stores, offices, or apartments. 
§'Fo 


Does not include commissions or other earnings from similar facilities owned 


r 1948 this represents total number of admissions, for 1953 it represents total number of paid admissions, 


| 
| 
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Taste E-1A.—Sampling variabilities applicable to table 1 























[Percent] 
Census regions ! 
United , + 
Subject States, 
total Northeast | North South West 
} Central | 
eA. Busi ti28 Pie spel S| 
Number of theaters_- aU 2.9 6.2 | 4.8 | 5.4 7.4 
Total receipts from customers. _..---.----- 3.1 5.0 | 4.2 | 5.8 10.5 
Receipts from admissions. ---- ----| 3.3 5.2 | 4.8 | 6.3 10.8 
Receipts from admissions taxes, Ms. snack 3.2 | 4.6 | 4.4 6.8 10.9 
Federal admissions taxes_ + 3.3 | 5.3 4.8 | 6.3 | 10.8 
Direct receipts from customers, other than | | 
from admissions. i cal I Seoul 3.4 8.3 4.8 3.8 | 10.6 

Number of admissions ..____-.._-._--_-___| 3.1 4.8 4.8 | 5.9 | 10.4 
Beating COOGey 6. inn 66.0005 cbse cen cet 27 4.2 5.8 5.1 | 7.3 





! See map for States included in these Census regions. 


Mr. Lypon. This is the paper issued by the committee, Mr. Chair- 
man, it is a chart showing the decline in the number of theaters in 
operation in our area, 220 theaters having gone out of business since 
the inception of television. 

Senator Morse. It will be incorporated at this point in the record, 
the table identified by the witness as decline in conventional theater 
operation, and five of them in the States. I will mark it table F. 

(The table identified as table F follows.) 


Decline in conventional theater operation in 5 upper New England States 




















State | 1948 | 1953 1957 Theaters 
closed 
ean = a | 

a Naat 155 144 | 113 42 
re pac oto a... oceans aeaebiecesoek omens 390 292 | 275 115 
New Hampshire pighcchbcedabvands<tabienbbebbeten akin 90 | 69 65 25 
SNE SED 6 ontnnamcme aeons a tambien talaianascaiilaietcccmiies 61 48 44 17 
BR ua Sheccdddnnkoe~sbccawcewcslade edocs ehnowe | 64 61 43 | 21 

220 


te eel ect od 750 614 540 





Allied Theatres of New England, Inc., Frank C. Lydon, executive’secretary. 


Mr. Lypon. Thank you, Mr. Chairman. 

Mr. Chairman, in our theaters we employ willing labor, eager la- 
bor, intelligent and independent individuals who come into our em- 
ploy of their own free will, exercising their inherent right as free 
agents to contract for their own services. 

There is no duress; there is no compulsion involved; it is entirely 
a voluntary move. 

To get away from that a second, our business depends upon public 
acceptance of the service which we offer, being subject to the whims 
of the public and the weather, we experience almost fantastic fluctua- 
tions between feast and famine from one program to the next. 

With us, every new show, every new day is a new gamble. 

Because of these fluctuations, these uncertainties, service wages in 
theaters have been historically somewhat less than those in merchan- 
—— where labor costs can be added directly to the cost of goods 
so 
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Regardless of this condition we have been generally able to obtain 
all the required manpower we need and we have waiting lists for 
employment in most of our theaters. 

Most of our employees are students, part-time workers and short- 
time workers. Most of them are interested in earning incidental or 
supplemental income for conveniences rather than for necessities. 

fn the case of students it may be for earning lunch money or for 
book money that they may continue with their education. 

In most cases, these workers are dependent deductions by the heads 
of their respective families. 

In addition to wy ean re income, these workers are attracted to 
theater employment by the convenience of local employment, handy 
to their homes, and the convenience of working time which we can 
offer as to the time of the day or days of the week and so forth. 

They are also attracted by the atmosphere of the theater, whether 
it be the surroudings, being in the public eye, the so-called glamour of 
the movies, or what, we don’t know. Maybe they just like movies 
especially when they get paid to watch them. We do not concede, 
Mr. Chairman, that we have been parsimonious with our service 
workers and we are confident that our workers do not feel that way 
either. If they did, we would have a much larger turnover and we 
would not have any waiting lists of ready and willing workers. 

I cannot think of any instance of where we have had any labor 
troubles with service workers. 

Because we have been geared up in this manner, Mr. Chairman, 
we have been able to pay substantial salaries to our skilled workers. 
Our men in the crafts to whom theater employment is their main 
source or their sole source of income. These craft workers have al- 
ways been paid substantial salaries and we have a splendid record of 
labor relations in this field with unrest or disturbance held to an 
absolute minimum. 

Mr. Chairman, I would like to touch on the matter of customary 
differentials. It is a very important factor in our business. 

Starting at the bottom with the ushers, she is the low man on the 
totem pole. The chief usher gets a little more money thar the cleaners 
and the matrons and the ticket sellers and the ticket takers. Each 
catagory steps up the wage structure a bit. The doorman, the assist- 
ant managers and the managers, and at the top the crafts, the stage 
hands, the electricians, and the projectionist or operator. 

In these 8,400 backbone theaters which would become subject if the 
proposals were accepted, differentials become a major problem. If 
the ushers are brought up to the $1 level, then each higher bracket 
would expect and demand proportionate increases. 

Our entire wage structure would be disrupted. Such a situation 
could easily lead to serious labor disputes, curtailment of the employ- 
ment possibilities and elmination of employment possibilities due to 
theaters closing. 

Senator Morse. May I pause there just a minute because I made 
some remark about that earlier in the hearing this morning in which 
I said that, in effect, I am willing to take notice that you increase mini- 
mum wages and you are bound to have some effect on wages beyond 
the minimum. 
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A staff assistant has just called my attention to the report issued 
March 1957 by the Department of Sales: entitled “Studies of the 
Economic Effects of the $1 Minimum Wage.” 

Page 4 of the report says: 

The data summarized in the report put only a few preliminary conclusions 
as to the short-run effects of the minimum wage increase. In addition, the 
data suggests a number of hypotheses as to economic effects which will be 
tested through analysis of the more extensive data to be obtained in all phases 
of the study program. 

There are two general conclusions. I will read them both, but I 
wanted to call your attention to the second one. 

Two general conclusions can now be drawn as to effects that the minimum 
wage did not have. First, the minimum-wage increase had not, by December 
1956, resulted in any substantial changes in the economic situation of the Na- 
tion as a whole, as measured in terms of trends in employments, unemployment, 
price levels, and other economic indicators. Second, it has not resulted in an 
increase in hourly earnings of high paid employees proportionate to the increase 
in earnings of workers previously paid less than $1 an hour. 

Now, I want to say this is the first time that I have read this finding. 
I want to say, however, that word “proportionate” I think is the con- 
trolling word in this sense. 

I repeat : It did not result in any increase in hourly earnings of high- 
paid employees proportionate to the increase in earnings of workers 
previously paid less than $1 an hour. 

Of course, I think the committee must interest itself in to what 
extent, if any, is it conducive to increases in the wages above the 
minimum bracket, whether they are proportionate or not. I do not 
know whether they are proportionate or not, but I will be very much 
surprised if they do not have some effect, at least in collective bar- 
gaining, in demands for further increases in the base wages above the 
minimum, and I have done enough work in the field of collective 
bargaining to know that although you may not settle for an increase 
in wage, your demand for it is often very helpful in getting some 
of the so-called fringe benefits that the employer has to pay for in 
forms other than a direct wage increase. 

I always try to be objective in these matters. The reason I men- 
tioned it earlier was that I think as a committee we have had to 
determine the question of policy here as to what groups of workers 
are we going to cover that are not covered, if any, and then try to 
find what the data show as to the effect of that coverage upon wages 
above the minimum bracket. 

I shall study this report that was just handed me with a great deal 
of interest, but I will be interested in finding out to what extent, 
whether proportionate or not, to what extent there were any increases 
resulting as a pattern above the minimum as a result of increasing 
the minimum. 

You may proceed. 

Mr. Lypon. May I, Mr. Chairman, make the observation that the 
increases referred to in that report were to manufacturing lines 
whereas we here are concerned with service lines where there are so 
many wage categories, and we could be affected much more seriously 
and extensively than a straight manufacturing line 

As I have here, Mr. Chairman, the extent of the increases, if the 
bottom bracket for ushers were increased to $1 per hour it would 
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amount to 25 percent increase in Massachusetts. Our minimum there 
today is 80 cents. 

Senator Atiorr. May I interrupt you at that point? 

Assuming the ushers were increased to $1, What do your operators 
receive now ¢ 

Mr. Lypon. They will go from $2 to $3.50, and some fancy prices 
for road shows where they work maybe 4 hours a day and get $125 
a week, like a cinerama show. 

Senator Atyorr. How much would this $1 increase affect your top 
people? That is what I would like to know. 

Mr. Lypon. Way up, it could have no serious effect because, at those 
rates, they are getting all that the traffic will bear. But in the 
intermediate brackets, we could be seriously affected. 

Senator AtLorr. Not the top brackets ? 

Mr. Lypon. The very top. 

I am reminded that there is only one operator in a theater and that 
would be the only one involved. Except we are not quite as fortunate 
up North as they are in some other areas. We have two operators in a 
booth. We have never been able to find out why, but it is just a 
practice up there throughout Massachusetts. It is not compulsory. 
it was for a while but it is not any longer. 

If I may continue, Mr. Chairman. 

Senator Morse. Proceed. 

Mr. Lyvon. In the remaining States in New England the increases 
would range from 50 percent up to 100 percent. That is to say we 
do have ushers up in the small towns in Vermont and in Maine where 
we have school kids that are tickled to come in and work for 50 cents 
an hour. If we were compelled to raise them to $1 an hour it would 
be a 100 percent increase. 

Applying these percentage increases under the customary differen- 
tial formula would be utterly impossible. It would be completely 
prohibitive and ruinous to our backbone theaters while our 10,000 
exempt competitors would be unaffected. 

As to overtime provisions, Mr. Chairman, they would apply to big- 
ger theaters in the backbone group unless the theaters hired shifts to 
avoid overtime. And even as the proposal to extend the act discrim- 
inates against these backbone theaters the overtime provision further 
discriminates against a particular group in the backbone class. 

I have very little left here. 

In our trade press, in the general press, we have seen some mention 
of a step rate or a piecemeal approach to this problem. 

I submit that the ultimate results would be unchanged. It would 
merely be a case of cutting the dog’s tail off an inch at a time to lessen 
the pain. We would hope you will frown upon it. 

We fully appreciate the commendable and constructive objectives 
of the proponents whose proposals are before you. 

However, for the reasons which we have submitted, in substance 
that we feel that the act should not apply to the theaters as such, that 
it is discriminatory beyond endurance and would result in curtail- 
ment and elimination of employment and capital investment that 
would subject some while others would not be subjected; it is a bad 
competitive situation. 
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In view of these facts, Mr. Chairman, and members of the com- 
mittee, we respectfully submit that our theaters, that all motion- 
picture theaters be continued in section 13, in the exemption cate- 

ory. 

. Me Chairman and your committee, we, the Allied Theatres, ap- 
preciate your attention, your patience. I thank you very much. 

Senator Morse. We are very glad to have your testimony. 

Are there any questions ? 

Senator ALLorr. No questions, Mr. Chairman. 

Senator Morse. Thank you very much, Mr. Lydon. 

We will recess at 12:30. Maybe we will be able to complete the 
testimony of the next witness, who is Mr. Courtney, of the American 
Taxicab Association. 


STATEMENT OF JEREMIAH COURTNEY, GENERAL COUNSEL, AMERI- 
CAN TAXICAB ASSOCIATION, INC. ; AND JOUETT SHOUSE, COUNSEL, 
NATIONAL ASSOCIATION OF TAXICAB OPERATORS 


Mr. Courtney. Mr. Chairman, I am not going to impose on the 
extreme courtesy which you as chairman and acting chairman have 
exhibited to all witnesses this morning by repeating any of the general 
arguments which have been made against an increase in the coverage 
of the act. 

With your permission, therefore, I would like to have my statement 
incor porated into the record and then proceed to summarize it briefly. 

Senator Morse. The statement of Mr. Courtney will be incorpor: ated 
in the record in full and the witness may now proceed to summarize it. 

(The statement referred to is as follows :) 


STATEMENT OF JOUETT SHOUSE AND JEREMIAH CoURTNEY ON BEHALF OF THE 
NATIONAL ASSOCIATION OF TAXICAB OPERATORS AND THE AMERICAN TAXICAB 
ASSOCIATION BEFORE THE SUBCOMMITTEE ON LABOR OF THE SENATE COMMITTEE ON 
LABOR AND PUBLIC WELFARE, MARCH 15, 1957 


My name is Jeremiah Courtney. I am general counsel of the American Taxicab 
Association, Inc. This statement, however, is presented on behalf of the National 
Association of Taxicab Operators as well as the American Taxicab Association. 
These are the two national trade associations of the taxicab industry. Mr. Jouett 
Shouse is counsel for the National Association of Taxicab Operators. Mr. Shouse 
and I have collaborated in the preparation of this statement and he has graciously 
consented to my presentation of the statement on behalf of both our organiza- 
tions with a view to saving the time of your committee. This statement is there- 
fore for the entire taxicab industry which employs, at the present time, in 
excess of 200,000 drivers with necessary crews for maintenance. 

Taxicab operations are now expressly exempt from both the minimum wage 
and maximum hours provisions of the Fair Labor Standards Act by section 13 
(a) (12) which exempts “any employee of an employer engaged in the business 
of operating taxicabs.” The membership of both our organizations is greatly 
alarmed by a proposal before your subcommittee to abolish this exemption en- 
tirely and by the advocacy of partial abolition on the part of the Secretary of 
Labor in his statement before you on February 25, 1957. Our members are 
alarmed because an extension of the coverage of the act’s minimum wage and 
maximum hour provisions, as contained in S. 1267, to taxicab operations, or an 
extension in the form envisioned by the Secretary of Labor, would be ruinous to 
their businesses. 

It is our view that any such extension of the minimum wage and maximum 
hour law to taxicab operations is unnecessary; impractical of enforcement: 
contrary to the declared policy of the Fair Labor Standard Act and the very legis- 
lative proposal which seeks such extension; and the general economic objectives 
of the administration. 
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The exemption of the taxicab business was established by Congress because, in 
general, these conditions peculiar to taxicab operations justified this special 
treatment : 

(1) Taxicabs are small and local businesses whose activities have little or 
no impact on interstate commerce. 

(2) Taxicab employees—drivers—are engaged in work of a kind which 
makes it impossible for the employer to know or have control over the 
number of hours which they actually work. 

(3) The work of a taxicab driver is, hy its very nature, seasonal in char- 
acter, subject to peaks and slumps, depending on the time of day, weather, 
ete. 

Furthermore, the taxicab industry has become increasingly dependent on part- 
time drivers to man their fleets, the percentage of part-time drivers used reach- 
ing as high as 50 percent in some cities. 

These considerations remain entirely relevant today. By and large taxicab 
operators are small-business men. Even those employing 100 or more persons, to 
whom the Secretary of Labor wants to extend the coverage of the minimum wage 
law are, in today’s economy, small, or comparatively small, businessmen. Their 
operations are certainly local in nature, almost invariably confined to a single 
town or city under whose franchise they operate. Their effect on interstate com- 
merce is negligible. Unfortunately, the definition of “activity affecting com- 
merce” in S. 1267 appears to be so broad as to extend coverage to the limit of 
constitutional power; perhaps, a bit beyond. 

The taxicab business cannot be operated successfully on the basis of a 40-hour 
week and 8-hour day. By the very nature of his occupation, a taxicab driver 
is not subject to close control or supervision by his employer. If he has a 
guaranteed minimum wage, he may be tempted to “soldier” on the job. At 
present, a driver gets a commission varying between 35 and 45 percent of his 
revenue. The more he takes in, the more he makes. In some cases, the driver 
may get 35 percent on the first $30 of fares, after which he is a full partner 
receiving 50 percent of all his bookings over $30. These arrangements create 
an incentive for the driver to be on the alert and to seek out and exploit busi- 
ness opportunities. A guaranteed minimum wage will in many cases cut down 
this incentive. This will be particularly true in the case of a part-time driver 
who drives a cab to supplement the income from other regular employment. 
If he knows that by working 4 hours he will earn $4 whether he picks up 1 or 
10 passengers, what incentive is there for him to look for fares? The driver 
will earn what he feels he needs because the Government has so decreed. 
But what of his employer—owner of the cab? He will clearly lose money—with 
what results, I will show later. 

Taxicabs must operate 7 days a week, 24 hours a day. Many drivers work 
more than 5 days a week, and usually more than 8 hours a day. Some days 
and some periods during a day are more profitable than others. An ambitious 
and resourceful driver knows how to benefit from these variations. A guaran- 
teed minimum wage will award the unresourceful and deprive the resourceful 
one of the incentive he now has. It is obvious that no operator will be able 
to afford to keep a cab on the streets 24 hours a day, which will include the 
unprofitable hours and runs, if he will have to pay his drivers a minimum 
wage regardless of the revenue they bring: plus a penalty pay for overtime. 
Nothing will quicker ruin the taxicab business than such application of the 
minimum wage and overtime provisions. The result will be less cabs, which 
in turn will result in less employment not only for the drivers, but also less 
business for cab manufacturers and the various service industries serving 
taxicabs, with the consequent diminution of employment for the workers they 
employ, to say nothing of the loss of service to the taxi-riding public. 

In some taxi operations, as much as 60 percent of the customers may be 
dependent on taxi service to satisfy their transportation needs—persons afflicted 
with arthritis, heart conditions, ete. If the driver is operating on a guaranteed 
wage, service to the home calls of such dependent persons will invariably 
suffer, if for no other reason than that the drivers would then concentrate on 
ms downtown business, where they do not have to move off their stand to get 
a fare. 

The fact that the taxicab business is exempt from the minimum wage and 
maximum hours provisions of the act does not mean that its employees have 
been exploited. Compensation of drivers—who constitute the majority of the 
personnel employed by the taxicab industry—is, as it must be, based on results 
rather than on the number of hours worked. And results, as already shown, 
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depend on the individual drivers. Moreover, the compensation of drivers which 
is based on commissions of 35 to 45 percent of revenue taken, the percentage 
depending on the local scale, is substantially augmented by tips from passengers. 
Tips may vary in amount; but it is a rare passenger indeed who does not tip. 
Tips, therefore, are a recognized and substantial source of income of every 
eabdriver, in addition to the basic commission rate paid by his ultimate 
employer. 

The key to wages and wage increases is productivity. In the taxicab in- 
dustry, the productivity has not, and cannot, increase as rapidly as it has in 
other industries. Nevertheless, by virtue of the commission system of com- 
pensation, augmented by tips, the failure to increase their productivity has 
not barred these drivers from the means of earning a living. But if the minimum- 
wage law is extended to these drivers, many of them will be denied their jobs 
because their productivity will be insufficient to enable them to earn the legal 
minimum wage. If they are retained in spite of that and paid a set minimum 
wage, those payments will operate only to increase the already serious infla- 
tionary trend. Inflation always follows whenever a rise of wages is not accom- 
panied by increased productivity. This committee, I am sure, is well aware 
of the untimeliness of any legislation which would result in worsening the 
present dangers of inflation, about which the administration is presently and 
rightly so greatly concerned. 

Thus far, we have endeavored to show why a legal minimum wage is imprac- 
ticable, unsuitable and unnecessary in the taxicab industry because of its unique 
nature and method of operation. Now, let us discuss the devastating effect that 
it would have on the employers in this industry. 

The taxicab industry is a regulated industry. Its rates are set by the local 
authorities and cannot be increased at will. Moreover, the rates are adjusted to 
local conditions. A federally imposed minimum wage may, in many areas, be 
incompatible with the prevailing local wages for the type of work involved. 
Hence an increase in rates to compensate for such increased cost would be im- 
possible to obtain. And in a tight local labor market and federally imposed 
wage increase in one industry may carry in its wake a general increase in areas 
not intended by the law—and thus contribute to the inflationary spiral. But, 
in any event, no cab fare rate could offset the ruinous effects of having to pay an 
hourly minimum wage during slack hours or seasons, which this industry must 
take into account, as already pointed out. 

The taxicab industry must compete for drivers in today’s tight labor market. 
The result of this is that taxicab operators have to rely more and more on part- 
time drivers who drive a few hours a day to supplement their regular income 
from other jobs. During many parts of a 24-hour period, such part-time drivers 
may not earn in commission the equivalent of the legal minimum wage (even 
though with tips they may actually earn more, or at least as much as they need 
to supplement their regular income). If the difference had to be supplied by the 
employer the cab would be operated at a deficit. No taxicab operator can afford 
to absorb such a deficit and remain in business. As a result, therefore, either the 
operator would go out of business and all his employees lose their jobs or the 
operator would have to cut down on the hours of operation and his part-time em- 
ployees would lose their jobs. In either event, the objective of the act, and S. 
1267, to eliminate conditions detrimental to the maintenance of a minimum stand- 
ard of living “without substantially curtailing employment or earning power” 
would be frustrated. 

This would be the effect of extending the minimum wage to both small and 
large operators, since both operate on an extremely narrow profit margin. In 
recent years the profits of the taxicab business have been sharply cut down by 
the rapid increase in the number of private cars, movements to the suburbs, 
and the decrease in the number of people, because of the movement to the suburbs 
and the advent of television, seeking entertainment in the downtown areas during 


evening hours. 


A typical taxicab operation employing 100 persons (this example has been 
selected because the Secretary of Labor advocates the extension of the coverage 
of the minimum law to such operators) earns approximately 2.3 percent on gross 
revenues. Forty-five percent of this gross revenue goes to the driver (with 
fringe benefits, such as hospitalization insurance, paid vacations, ete., which all 
large taxicab operators provide for their employees, the commission received by 
the driver reaches the 45 percent level) ; 53 percent minus to expenses of opera- 
tion: and the balance of 2 percent plus to the operator. It is estimated that 
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during an 8-hour period a driver, at the above rate, earns $7 in commissions ; the 
operator receives $8.50, of which approximately 36 cents is profit. If the operator 
had to pay the driver even an additional $1 a day to meet the legal minimum 
wage, he would be losing 64 cents on each cab during an 8-hour period. This 
loss would in many cases be even greater where a part-time driver is employed 
during slow hours, as already shown above; and, of course, it would further 
increase if the legal minimum wage is raised. Obviously, no operator could long 
stay in business under these circumstances. 

The above example takes into account only the most direct effect of the appli- 
eation of the minimum wage to the taxicab business. There would be indirect 
effects, also. The imposition of a minimum wage and/or hour law on taxicab 
operators would invoive a heavy burden of recordkeeping, with all the added 
clerical expense that goes with it. Under the present regulations, employers 
covered must maintain the following records, which must be preserved for in- 
spection by wage-and-hour enforcement personnel : 

(1) Name, address, date of birth, and type of work for each employee. 

(2) Basis for wage payments, per hour, or per unit. 

(3) Time work starts and stops each day for each employee. 

(4) Amount earned for straight time each pay period for each employee. 

(5) Amount earned for overtime each pay period for each employee. 

(6) Value of perquisites provided each employee each day. 

(7) Amount and nature of each deduction from wages paid each employee. 
This burden would be greater for the taxicab industry than most other indus- 
tries because the taxicab business is operated on a 24-hour day, 7-day-week basis. 
This added burden would further contribute to transforming many taxicab opera- 
tions, big and small, into loss operations. 

These would be the ruinous effects of the proposed legislation on the entire 
taxicab industry. But, even the proposal of the Secretary of Labor to extend 
the minimum wage law only to taxicab operators employing 100 or more persons 
would be equally ruinous as shown in the above example. What is more, any 
imposition of a minimum wage on the large operators will affect the small one 
too, because the latter will have to compete with the larger operator for drivers. 
This would financially weaken the smaller operator, who would have to do with 
fewer drivers or substandard drivers. 

All of the foregoing shows the disastrous effect that an elimination of the 
taxicab exemption would have on this industry and how impractical, unnecessary, 
and contrary to the declared policy of the act, as well as the anti-inflation obiec- 
tives of the administration, it would be. The taxicab business is a perfect 
example of a local business, to which the act was not intended to and should not 
be made to apply. As one of the sponsors of the original act aptly said: ‘“Bus- 
inesses of a purely local type which serve a particular local community, and 
which do not send their products into the streams of interstate commerce, can 
be better regulated by the laws of communities and of the States in which the 
business units operate.” 

The taxicab business is precisely that. 

The entire taxicab industry, large and small, therefore vigorously opposes the 
enactment of any proposal which would extend the coverage of the present act 
to the local taxicab business, and respectfully urges that the present exemption in 
section 13 (a) (12) be retained, without change. 


Mr. Courtney. I want you to know that the statement is the joint 
statement of Mr. Jouett Shouse and myself. He represents the other 
taxicab association, the National Association of Taxicab Operators. 
I represent the American Taxicab Association. So this statement 
is one for the entire industry. 

Senator Morse. Is Mr. Shouse in the room ? 

Mr. Courtney. No, sir; he is not. 

We have joined together in the statement, although one of the 
associations has more of the larger operators and the other has more 
of the smaller operators because we both realize that if you cover 
in the taxicab companies with more than 100 employees, as the 
Secretary of Labor has suggested, you are covering the smaller 
operators, too. 
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I want to underscore an observation, the observation you made, 
that if you passed this legislation you must do so knowing that you 
are affecting the small business equally with the large businessman. 
I can show how directly that will come about in the taxicab field be- 
cause if the small operator has to compete for drivers with the large 
operators who are paying the minimum wage, then all he gets is the 
substandard driver and the substandard driver will put ‘the small 
operator out of business quicker than any other kind of a person 
you can hire when you put him behind the wheel of a cab and let 
him off on his own. 

Now, the taxicab industry has been exempt from coverage under 
the act for three reasons: 

I would say that the first which T will mention is not the most 
important but was a factor in the original committee considerations. 

The first was that the operations are essentially local. I would not 
argue that they do not have some effect on interstate commerce, but 
they are regulated locally. 

In fact, if a taxicab in city A picks up a passenger in city B and 
lets him off in city B, he is in trouble with the municipal authorities. 

The National Labor Relations Board has declined to take any 
jurisdiction over taxicab labor disputes for the same reason that their 
effect is quite the intention. But here the two big reasons, why the 
industry has been exempt and why we think it should continue to be 
exempt, the first is that when the driver takes the cab out of the 
garage the employer has no way of knowing how many hours he 
actus ally worked. Both you and the acting chairman have ev idenced 
interest in rehabilitation programs. W ell, I am sure you appreciate 
that a lot of our handicapped people, a lot of elderly people, a lot 
of victims of arthritis and heart onitision depend on the taxicab 
for their service. If you guarantee the driver a minimum wage, 
whether he sits on the stand or goes out on those house calls, you are 
going to have a bad effect on the service which people depend upon 
from the taxicab industry. 

In some organizations it is as much as 60 percent of this house-call 
variety. It is not at all the kind of operation that goes on in Wash- 
ington, where it is almost all pickup and delivery and you do not 
have to stand more than a few minutes on any corner to get a cab. 

Now, the third and big reason why the taxicab industry cannot 
operate under a minimum-guaranty wage is that the business is sea- 
sonal in nature. 

A rainy day will produce a large booking. The next day may have 
a low booking. Cold weather, the earnings are way up. In good 
Weather, they are down. 

So, if ‘the industry has to pay each driver a minimum of $1 an hour 
each day he worked, they could not continue in business. 

We do not see that there is any way to run the taxicab business 
except the way it is now run on the incentive basis pursuant to which 
the drivers get approximately 40 percent of the bookings that they 
take in. 

In some organizations they get 35 percent of the first $30 and then 
they are equal partners with the operator, thereafter making 50 
percent all above $30. 

We have our problems of competition with the increased passenger 
registrations, the transit lines, and, if the minimum takes the incen- 
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tive away from the driver, the taxicab business throughout the coun- 
try will be devastated. 

That is not an overstatement. There has never been a subject of 
greater concern to our industry than any legislation which would 
permit a guaranteed wage to the driver. And I might say that this 
is the first presentation in which both associations have united because 
it is of such a threatening nature to all operations. 

Now, one final point: There are an awful lot of part-time drivers 
in the taxicab industry. They are people who are supplementing their 
regular earnings. They may operate during the offpeak hours and 
be satisfied with less than $1 an hour. If the operator has to pay 
them $1 an hour, there is not going to be the service, because he cannot 
afford to do it. 

As I said, I am not going to repeat the general observations, but 
our particular problem is obvious to you. Most of the regular drivers 
with their tips are making that $1 an hour. I can think of no more 
fruitfield field of labor disputes than attempting to get those tips into 
the salaries which the drivers are receiving. 

Senator Morse. Thank you very much, Mr. Courtney. 

Any questions, Senator ? 

Senator Atxorr. I just want to comment on the tips paid there. 
There you do not even have the advantage that the restaurant oper- 
ator has, where the waitresses or waiters are working under their 
immediate supervision. You have none of that, so it would be an abso- 
lute impossibility. 

Mr. Courtney. Any passenger who has ever asked a cabdriver if 
his tips have been good, knows that they never are, if it is going to 
affect the next tip. Thank you. 

Senator Morse. Thank you very much, Mr. Courtney. 

We will recess now until 2 o’clock, at which time we will proceed 
with our first witness of the afternoon session. 

(Whereupon, at 12: 30 p. m., the noon recess was taken. ) 


AFTERNOON SESSION 


(Present: Senator Morse, presiding.) 

Senator Morse. The hearing will come to order. 

Our first witness will be Mr. Robert E. Carter, chairman of the 
government affairs committee of the National Retail Furniture 
Association. 

We are glad to have you with us, Mr. Carter. You may proceed 
in your own way. 

Mr. Carter. Thank you, sir. 


STATEMENT OF ROBERT E. CARTER, REGIONAL VICE PRESIDENT 
AND CHAIRMAN, GOVERNMENTAL AFFAIRS COMMITTEE OF THE 
NATIONAL RETAIL FURNITURE ASSOCIATION 


Mr. Carter. I am Robert E. Carter, a retail furniture merchant. 
I operate two stores located in Baltimore and Towson, Md. 

I appear as chairman of the governmental affairs committee of the 
National Retail Furniture Association, founded in 1921. I speak in 
behalf of the owners of the 8,500 furniture stores represented by the 
National Retail Furniture Association. 
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Senator Morse. Mr. Carter, would you like me to put the full state- 
ment in the record ? 

Mr. Carrer. That was my next remark. 

Senator Morse. It will be incorporated in the record at this point, 
the full statement prepared by Mr. Carter, entitled, “Exemption of 
Retailing from the Minimum Wage and Hour Provisions of the Fair 
Labor Standards Act.” 

(The entire prepared statement of Robert E. Carter, regional vice 
president, and chairman, governmental affairs committee of the Na- 
tional Retail Furniture Association, follows :) 


STATEMENT OF NATIONAL RETAIL FURNITURE ASSOCIATION, PRESENTED BY ROBERT PE. 
CARTER, REGIONAL VICE PRESIDENT, AND CHAIRMAN, GOVERNMENTAL AFFAIRS 
COMMITTEE 


I am Robert E. Carter, a retail furniture merchant. I operate two stores 
located in Baltimore and Towson, Md. 

I appear as chairman of the governmental affairs committee, of the National 
Retail Furniture Association, founded in 1921. I speak in behalf of the owners 
of the 8,500 furniture stores represented by NRFA. 

The annual retail sales of furniture and home furnishings stores in the United 
States are in excess of $5 billion. The industry employs more than 227,000 
people. 

All retailing has certain common characteristics, but also important differences 
from one line of retail business to another. Therefore, I propose to give you: 

1. Our association’s position on proposals to remove the retail exemption 
for furniture and home furnishing stores from the Fair Labor Standards 
Act > 

2. A picture of wage levels and working hours in the retail furniture 
business ; 

3. Our views on the constitutional rights of States in relation to the pro- 
posed legislation ; 

4. An opinion on the impact on small and large firms in our trade of the 
legislative proposals so far put forward; 

5. Our recommendations to your committee. 

We contend that the retail furniture business, like all other retail trades, 
should remain exempt from the Fair Labor Standards Act. 

When viewed in the light of the policy declarations of the act, conditions in our 
business do not require the proposed legislation. 

We do not have labor conditions in our trade detrimental to maintenance of 
the minimum standard of living necessary for health, efficiency, and general 
well-being of workers. 

We do not cause the channels of commerce to spread and perpetuate such labor 
conditions among the workers of the several States. 

Our wages and hours do not burden commerce and the free flow of goods in 
commerce. 

Wages and hours in our business do not compete unfairly in commerce by such 
labor conditions. 

Our wages and hours do not lead to labor disputes burdening and obstructing 
the free flow of goods in commerce. 

Our wages and hours do not interfere with the orderly and free flow of goods 
in commerce. 

For none of the reasons set out in the declaration of policy in the bills before 
this committee can it be shown that the retail furniture business should be 
brought under Federal regulation. 

The detrimental labor conditions with which the bills deal do not exist to 
any extent in the retail furniture business. 

Furthermore, we do not seek to perpetuate substandard conditions of employ- 
ment in the retail furniture business. 

In our opinion, the proposed legislation would serve no significant purpose in 
the retail furniture business, because of the high wage levels in this trade. 

We also favor retaining the retail exemption in the law because we don’t think 
it is good government to require purely local business firms to do by Federal law 
what they are already doing voluntarily. 
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There is also the factor of setting precedent. We are not opposed to the 
bills solely on the grounds of the relatively few retail furniture business that 
would be directly affected. Nor are we opposed on account of the very small 
proportion of employees now earning less than $1 an hour. But we are most 
alarmed that a precedent will be set for ali retail furniture stores if the proposals 
become law—even the very smallest stores in the land. 

We would be naive if we did not regard the present bills as simply an opening 
wedge. 

If we should be told that this is an unwarranted fear, we point to the bill 
to remove the exemption from small telephone exchanges. As you know, they 
have been exempt, while large telephone exchanges have not. Now it is proposed 
to take away the exemption from the small telephone exchanges. 

We feel also that you are dealing with a matter which has more than consti- 
tutional and humanitarian aspects. This is also an economic question. It is 
not enough to judge the proposed legislation only on constitutional or economic 
grounds. It also must be clearly demonstrated that this new legislation is neces- 
sary on economic grounds and that it will achieve a good, not bad, economic 
result. We hold that this cannot be demonstrated with any degree of conviction 
for the retail furniture business generally. 

Wage levels in furniture retailing 

Take for instance the question of wage levels. Where valid surveys have 
been made, it has been shown that wages in the retail furniture business are 
already generally well above State and Federal minimums. 

For instance, the Ohio survey, made by the Ohio State Department of Indus- 
trial Relations, shows that 94 percent of the men and 72 percent of the women 
in retail furniture stores made $40 a week or more. And that was 2 years ago, 
in March 1955. 

That was at the time the Federal minimum wage was 25 percent less than 
today, namely, 75 cents. 

Yet, even then in Ohio, 96 percent of the men and 83 percent of the women in 
the retail furniture business were earning $35 a week, or more. 

In terms of hourly earnings, 93 percent of the men made $1 an hour and 
over. Ninety-eight percent of them made S80 cents an hour or over (March 
1955). 

Seventy-one percent of the women made $1 an hour or more. Eighty-nine 
percent of the women made 80 cents or more (March 1955). 

For all employees, 89 percent made S80 cents an hour, or over, and 82 percent 
made $1 an hour or over. 

The median pay rate for men was $1.72, for women $1.15. 

The New York State survey, made in September 1955 by the New York State 
Department of Labor, shows that 86 percent of all furniture store employees in 
New York City earned $40 a week or more. The median rate of pay was $71.09. 

In zone 2, 80 percent made $40 a week or more. The median rate of pay was 
$66.41. 

In zone 8 (towns under 10,000) 79 percent made $40 a week or more. The 
median pay rate was $66.20. 

In terms of hourly earnings, 97 percent of retail furniture store employees in 
New York City were making $1 an hour or over. The median pay rate was 
$1.71. 

In zone 2, 90 percent were making $1 an hour or over. The median pay rate 
was $1.58. 

In zone 3 (towns under 10,000) 88 percent were making $1 and over. The 
median pay rate was $1.37. 

In the whole of New York State only 2 percent of the workers in the retail 
furniture business were getting less than 80 cents an hour. 

These figures demonstrate the small proportion of retail furniture employees 
who, 2 years ago, when the Federal minimum wage was 75 cents, were earning 
less than $1 an hour in these 2 States where a valid statistical survey was made 
of retail wages and hours. 


Patterns of hours worked and earnings differ in retailing from manufacturing 


It should also be pointed out that the retail furniture-store employee is a year- 
round worker. He is not periodically laid off, as in manufacturing. Retail 
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stores have a remarkable record of stability of employment. This should be 
compared with manufacturers who may pay a higher hourly rate but who employ 
their people 3 or 4 days a week. Comparisons based only on hourly rates are not 
the sole basis for judgment. Annual pay received is a better basis. 

The true value of retail hourly wage rates must be judged in terms of stability 
of employment, actual hours worked, and total earnings during the year. Be- 
sides, most workers in the retail furniture business are paid on a salaried basis, 
or a base guaranty per week, not on an hourly rate basis. 

It should also be noted that the retail furniture trade adapts itself to the 
wage rates of the community. Salary scales vary by size of city, the cost of 
living, and the cost of working within the area. This is a most significant factor. 
It is being taken into account by the Bureau of Labor Statistics in the survey of 
wages and hours in retailing now being made because of its importance in relation 
to wage levels. 

These figures quoted from the New York State survey confirm that there is a 
difference in wage levels between the large town and the small community. We 
contend that there is a solid economic justification for this difference, largely 
based on the difference in cost of living and cost of working in the big city com- 
pared with the small town. Climatic conditions also influence wage levels sub- 
stantially. 

Now what about the hours worked in the retail furniture business and over- 
time? 

Before commenting on these, your attention should be drawn to some differ- 
ences between the pattern of working hours in furniture retailing and, for 
instance, manufacturing. 

The Fair Labor Standards Act seems to us to have been designed with manu- 
facturing operations primarily in mind. Presumably, the law as it is drawn 
is satisfactory for manufacturing operations. 

But retail wage-and-hour patterns are not the same as manufacturing wage- 
and-hour patterns. 

Retail customers do not buy on an 8-hour pattern. A retail store must be 
open for the convenience of its customers. Consequently, as you know, a good 
deal of standing around is done by the retail sales employees. 

Retail hours may be longer than industrial hours, but the circumstances are 
different. 

Retail store hours must be flexible to meet the shopping needs of the public. 
Few furniture retailers can estimate what the day’s floor traffic will be. Thus, 
for furniture floor salesmen many hours are not fully productive. They spend 
their time waiting, or prospecting, except in the busy seasons. Because of the 
irregular flow of trade during the day and the seasonal nature of the business, 
salesmen may spend as much as half the day waiting for customers to come in. 

The irregular flow of customers, as contrasted with the regulated flow of 
supplies and materials in manufacturing is most significant. 

A retail furniture salesman cannot decide when the customers are to come 
into the store, nor can his employer. The customers come in when it is conven- 
ient to them. They patronize the store that is open at hours to suit the conven- 
ience of customers. Competition forces other stores to be open at similar hours. 

For instance, competition requires that a retail furniture store must be open 
to serve customers from say 9 a. m. to 5:30 p. m. 6 days a week. To meet 
the needs of those who cannot shop during the day, the store may also have to be 
open one night a week. 

It is the customer, not the employer or the salesman who really sets the pattern 
of retail hours. The salesman sees the customers at the time the customer says 
is convenient, not the time that suits the convenience of the salesman or his 
employer. 

This is a quite different situation from manufacturing. In manufacturing the 
time at which work is done is readily controlled. Eight hours of work, on only 
5 days a week, is readily scheduled. 

Meeting the convenience of customers in competitive selling requires selling 
when there is the opportunity to see the customer, rather than at a predetermined 
and scheduled time. 

These differences. then, between the pattern of working hours in retailing 
and in manufacturing lead us to ask why, if each of these separate and dis 
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tinct segments of the economy have developed arrangements for working hours 
and earnings which are different, but suited to their circumstances, there should 
be a determination to force the pay method of manufacturing onto retail op- 
eration. 

It should constantly be kept in mind that retail furniture selling is a creative 
job. This makes it difficult to set definite limits on working hours. The sales- 
man does not stop when the sale is half made, because the whistle blows. 

Because he must adapt to the conditions as he finds them, the retail furni- 
ture salesman is paid for the job and his volume of sales, rather than for the 
hours he puts in. 

Another important factor in determining hours actually worked is the ques- 
tion of discretionary time off. When a retail furniture employee goes out and 
does personal shopping during a slack period, there is no reduction in salary 
and this is not marked as time not worked. 

Other retail stores are also closed when furniture stores are closed, making 
it impossible for the retail sales employee to do his personal shopping after his 
own store closes. This is a special situation peculiar to employees of retail 
stores. 

It is for reasons such as those just stated that a large proportion of retail 
furniture employees work more than 40 hours a week. 


Employment longer than 40 hours weekly 


The Ohio survey shows that 70 percent of the men in the retail furniture 
business were at work more than 40 hours in the week. 
the women were at work over 40 hours. 

In New York State, 38 percent of the employees worked over 40 hours in 
New York City. In zone 2, 44 percent worked over 40 hours and in zone 3 (towns 
under 10,000 population) 55 percent of the employees worked more than 40 
hours. 

It seems to use that this demonstrates that there is some sound economic 
reason for the pattern of working hours in retailing: it is due to the different 
circumsances compared with those in manufacturing. 

It should also be borne in mind that the employees who work these longer 
hours choose retailing as an occupation even though manufacturing is open to 
them as an alternative choice. Selling is personal contact work and although 
the pattern of working hours in retailing is different from the pattern in manu- 
facturing, these employees prefer a sales occupation to working in a factory. 
Preserving sovereign States rights 


We have pointed out that attempts to bring retail furniture businesses under 
Federal wage and hour control have no economic justification in terms of the 
excellent level of wages and earnings in our trade. 

We also feel deeply that our Constitution should not be stretched by defini- 
tions of the commerce clause which attempt to develop a constitutional basis for 
extending Federal control to local and State activities, when such Federal control 
is not remotely justified on economic grounds. 

We strenuously object, for instance, to the idea that a retail business is con- 
sidered to be in interstate commerce because it receives goods from other States 
to sell locally, as is proposed by Labor Secretary Mitchell. 

Furthermore, retail wage rates do not cause unfair interstate competition. 
Retail wages in Baltimore don’t affect retail wages in Boston or Pittsburgh, for 
instance. 

It is our opinion that these attempts to bring under the law firms with varying 
numbers of stores, or having more than so many employees, or doing more than 
a certain volume of sales, or buying a certain amount across State lines are 
nothing but attempts to appease demands of labor leaders and union organi- 
izers who do not speak for employees in the retail furniture business and who 
are merely self-appointed representatives. 

Not only do these attempts violate the spirit of the Constitution and the sov- 
ereign rights of States, but they also violate the sound economic principles on 
which the economy of our country has been built. 

In our opinion, the only differentiation which makes any sense at all is for 
local governments and the States to regulate retailing by size of community. 
This view is confirmed by the action of nine States which considered a statewide 


Thirty-nine percent of 
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minimum to be impracticable and instead established minimum wages varying 
according to the size of communities. 

That this is an important factor is also recognized by the Bureau of Labor 
Statistics. In its survey of wages and hours in retailing, arrangements have been 
made to determine what wages and hours actually are in communities of differ- 
ent sizes. 

tut beyond this, we believe that the proposals before this committee set dan- 
gerous precedent. They open the door to Federal control in areas that should 
be reserved for State and local governments. They break down the fundamental 
basis of our laws in the United States. They would cause State governments 
to become nothing more than administrative machinery for a government of 
regulation under Federal law. By the proposal to change the definition of 
“ecommerce” in the Fair Labor Standards Act, it would become possible for the 
Federal Government to control and regulate every kind of State and local busi- 
ness activity, right down to the very smallest firms. 

The small local retail store is the finest example of the inherent soundness 
of the American free-enterprise system. The individual, not the government, is 
the heart of the American way of life. And the individual entrepreneur, the 
businessman with the imagination, resourcefulness, persistence, and character 
to bring a business enterprise to life, is the heart of our economic institutions. 

It is this man, who by using his abilities to weld together the talents and 
abilities of labor with the services of capital who provides the jobs for all the 
people which the proposed legislation would so significantly affect. 

All businesses start small and with one man. They grow, but it is always 
one man starting or operating a small business who sows the first seed from 
which all else later grows. 

When the Federal Government starts to spin a web of tape around every man 
with a sound business idea or plans to make his business grow, then that man’s in- 
dividual initiative is throttled. And when individual initiative is destroyed, you 
sterilize the seed from which the future growth of the American economy will 
spring. 

There may be some who sincerely believe that by covering only large retailers 
under the Fair Labor Standards Act, they are doing nothing to destroy the 
individual initiative of the small retail merchant or to weaken the tremendous 
strength and vitality that he and his thousands of brother merchants contribute 
to the whole American economy. 

But in our opinion, this is an illusion. To cover large retailers under the act 
is but the first step along a path on which there is no turning back; a path on 
which none can stand still, and which inescapably leads to Federal control over 
the wages and hours of the very smallest store in the remotest hamlet in the 
land. 


How retail furniture merchants will be hurt 


Now what will be the impact on the retail furniture business of the proposals 
before this committee? 

Labor Secretary Mitchell would remove the retail exemption from retail furni- 
ture stores which annually buy a million dollars or more of merchandise moving 
directly across State lines and have 100 or more employees. 

So far we have not been able to find out how many retail furniture businesses 
would be affected by this proposal. We believe that there may be about 125 
retail furniture businesses with 100 or more employees. If they all had exactly 
100 employees, this would mean a total employment of 12,500. As a guide, we 
can refer to the 1954 census of business which shows that there were 95 estab- 
lishments (stores, not business firms) with more than 100 employees. These 
95 stores employed 19,639 people. At that time there were almost 51,000 stores 
in the industry and total employment was 227,370. 

So it seems reasonable to estimate that Secretary Mitchell’s proposal would 
affect somewhere between 12,000 and 20,000 out of a total of 227,370 employees. 

In terms of employees now receiving less than $1 an hour, and using Ohio and 
New York State figures as a yardstick to measure the national picture, it can 
be assumed roughly that 10 percent of employees, or between 1,250 and 2,000 of 
total industry employment of more than 227,000, would be directly affected by 
the minimum wage provision. 

Mr. Mitchell does not recommend that the overtime-pay provisions of the law 
be extended to these employees. 
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Other bills before the committee would cover all retail furniture businesses 
operating more than 4 stores or having annual sales of more than $500,000. 

We do not know how many retail furniture businesses today have sales over 
$500,000. However, the census of business for 1954 showed there were 1,375 
furniture and home furnishings stores with annual sales of $500,000 and over. 
The total number of paid employees in these stores is not published, but is 
probably near 70,000. 

Applying the same 10 percent figure for the probable number of employees who 
would be affected by the minimum-wage provision, it looks as if the absolute 
maximum number of employees who would be brought under coverage would 
be 7,000, out of a total industry employment of 227,000. 


What would overtime pay at 1% regular rate for all hours over 40 do to retail 
costs? 


The bills would also apply the overtime pay provisions of the Fair Labor 
Standards Act to all employees in the stores which are covered. 

The possible impact of the overtime pay provision on the retail furniture busi- 
ness is alarming, to say the least. As has been shown earlier in this statement, 
retail business working-hour patterns vary substantially from the working-hour 
patterns in manufacturing, because of the different economic circumstances in 
which retail businesses have to operate. For instance, the Ohio survey shows that 
70 percent of the men worked more than 40 hours during the week. Thirty-five 
percent of them worked 48 hours or more during the week. 

There is no way to calculate what the increase in payroll costs would be on a 
national basis if all workers in retail furniture business have to be paid time and 
a half for all hours that they put in over 40 on top of the present high weekly 
pay rate, but individual store owners who have calculated what this means in 
terms of their own business estimate that the increase in their payroll costs 
will be an absolute minimum of 15 percent and that it may run as high as 30 
percent. 

Furthermore, we would like to know how one can conceivably develop a prac- 
tical system of paying overtime premium pay to employees who work on a com- 
mission basis and who are paid primarily for the sales they make rather than 
the hours they putin. Overtime pay at premium rate for a salesman who works 
on commission does not seem to us to be a concept which can be reconciled with 
the basic idea involved in paying a man for the sales he produces rather than 
the hours he works. 

Even without the question of pay at the rate of time and a half for hours over 
40 the question of hours for the commission salesman is difficult enough. Add to 
it the problem of finding a basis for compensating a commission salesman for 
overtime at a rate one and a half times his regular pay and you have a problem 
which is beyond ordinary minds. 

The commission salesman is paid and wants to be paid for what he sells, rather 
than for hours he works. If he sells more, he expects to be paid more, even 
if he finds a way to sell more in fewer hours than before. 

If the overtime-pay provision of the act is applied to salesmen on commission, 
the whole incentive system of selling on a commission basis could be destroyed. 

Accordingly, the National Retail Furniture Association recommends that your 
committee : 

1. Reject all proposals to bring retail stores under coverage of the Fair Labor 
Standards Act. 

2. Leave to the State and local governmenis the question of any necessary 
regulation of wages and hours in retail stores. 

3. Examine the current administrative rulings of the Department of Labor 
that increasingly tend to narrow the retail exemption as now written in the 
Fair Labor Standards Act. 

4. Clarify the issue of basic congressional intent in relation to the definition of 
“ecommerce” in the act with reference to the administration of the retail ex- 
emption by the Department of Labor. 

I would like to thank the chairman and members of the committee for the 
privilege of appearing here and being given the opportunity to present to you the 
views of the National Retail Furniture Association on this important question. 


We 
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APPENDIX A. WEEKLY EARNINGS, FULLTIME EMPLOYEES, BY SEX 


Furniture and homefurnishing stores, Ohio, March 1955 


| 


| Men Women 








| | 
Number Percent | Number | Percent 

Total number of workers_-...-.-...-- pa ou eet. es ONG inti T..... 

————===——— ——E = —E sa 

Weekly earnings: 
IE I oer nkosen Sela j x ; denouel 13 | 1.0 | 19 2.0 
$9) to $94.00... .....-... sh eae es 7 | 5 17 1.8 
eeneeee, - WLS. . os on 7 | 5 38 | 4.1 
$30 to $34.99 _...----2-2L-- as gal emsma mean 18 | 1.4 | 82 | 8.8 
$35 to $39.99. _- otek aon 37 | 2.8 108 11.6 
$40 to $44.99. __- i. 52 | 4.0 | 137 | 14.7 
$45 to $49.99 i oe. eae an 63 | 18 105 | 11.2 
$50 to $54.99 ’ : i 79 | 6.1 | 110 | 11.8 
$55 to $59.99. aebeks x ae | 5i | 4.0 72 | 7.7 
$60 to $64.99 ; 253, eal 91 | 7.0 | 67 | 23 
$65 to $69.99 a nosasah Sie cat 90 | 6.9 56 | 6.0 
$70 to $74.99. _- : aan 2 81 | 6.2 28 | 3.0 
$75 to $79.99 A | 112 | 8.6 34 | 3.6 
$80 to $84.99 98 | 7.5 11 | 1.2 
$85 to $89.99 wok toa 89 | 6.8 10 | 11 
$90 to $94.99 Can 67 | 5.1 8 | 9 
$95 to $99.99 52 | 4.0 6 | 6 
$100 and over__.___- 294 | 22.6 26 | 2.8 

Median _. $77. 72 $48. 14 


Source: Obio State Department of Industria) Relations. 


APPENDIx B. Hourty EARNINGS, BY SEx’ 


Furniture and homefurnishing stores, Ohio, March 1955 





Men | Women 
| Number | Percent |! Number | Percent 
———E - — ee a = — — _ -|— — 
Total number of workers. 1, 386 | 1, 064 oe 
Hourly earnings: } | | 
$0.20 to $0.39. _- 2 0.1 A 
$0.40 to $0.59. _. 8 | 0.6 15 | 1.4 
$0.60 to $0.79... 27 | 1.9 105 | 9.9 
$0.80 to $0.99. -- 81 | .8 193 | 18.1 
$1 to $1.19 Ris ; 138 | 10.0 269 | 25.3 
$1.20 to $1.39. _- 159 11.5 188 | 17.7 
$1.40 to $1.59___ - 168 | 12.1 123 11.6 
$1.60 to $1.79__- 184 | 13.3 66 6.8 
$1.80 to $1.99__- pce 170 12.3 $5 4.2 
$2 to $2.19 2 ; 153 | 11.0 17 1.6 
$2.20 to $2.39__- 68 | 4.9 15 1.4 
$2.40 to $2.59... ; : 60 4.3 11 1.0 
$2.0 to $2.79..._.___. 52 | 3.8 7 0.7 
$2.80 to $2.99. _....__- 26 1.9 | 5 0.5 
$3 and over...-- ‘ 90 | 6.5 | 5 0 
Median... clare oe $1.72 $1.15 


' 
1 Full- and part-time workers. 


Source: Ohio State Department of Industrial Relations. 
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APPENDIX C. WEEKLY Hours WoRKED, FULLTIME EMPLOYEES, BY SEX 


Furniture and homefurnishing stores, Ohio, March 1955 





























Men Women 
— | ————---- —— 
Number | Percent | Number Percent 
Total number of workers---_------ BS tsk c28d i eR cs 934 |_- t 
Weekly hours worked: | 
IEC e So ORS! Choc nce dnb danokbadibuwces 2 0.2 2 0.2 
8 but under 16___.__- Rk ahhh Sac a iaes tee hectic 8 -6 | 10 1.1 
a, So eu meduinoeil 6 | 5 | 11 1.2 
24 but under 32...___- dithiieed bet dl.d dese -euaieiien 20 | 1,5 | 28 3.0 
I cece nalachnininiigl 14 io 32 3.4 
36 but under 40_......_._- See ait (ohcllbintaticistacap ecoeecorane 87 6.7 122 13.1 
So ea eel. el bnintind she Seoul. sea ecellaied 259 19.9 364 39.0 
Over 40 but under 44._____- iti ip a Alcan tec Sipe J 115 8.8 120 12.8 
DD seein dee ccleietalianaame 143 11.0 | lll 11.9 
Over 44 but under 48___..__-....__--- apo 194 14.9 | 71 | 7.6 
Mp RIIOG.. 2650620 sce ill ue ios Sieeol 322 | 24.7 | 51 5.5 
of ESP Serrewere eee oe inti a 132 | 10.1 | 2 | 1.3 
Median hours..--.-.-.....----- a nin steske call ne oseal ; | 40 
| | 


Source: Ohio State Department of Industrial Relations. 


APPENDIX D. WEEKLY EARNINGS BY AREA 


Furniture and homefurnishing stores, New York State, September 1955 











Percent distribution of all workers 
New York Zone II! Zone IIT 2 
City 
| 
Estimated number of workers-.............---.-.--.- <a 22, 400 | 13, 000 3, 300 
Weekly earnings: | Percent Percent | Percent 
MR io nde cco seccss hs -| 181 1.4 1.0 
$10 and under $20__._.......---.-.-- attest | 3.5 5.3 3.7 
a cee adteee cme 4.4 | 5.9 7.2 
ee Ll nuteecinecamanedsae -| 4.0 | 7.6 9.4 
$40 and under $50__._._.........-.-.-.. stean i 8.8 10.9 13. 2 
OSS ee eee eee - 12.8 | 11.2 | 12.3 
a inten . 13.6 | 12.1 14.4 
a ed meena 13.0 | 13.5 14.0 
$80 and under $90__._.__.._______- ee REN Sri ae 9.6 | 9.4 8.7 
so ace nnnneewmbecccsnces 7.1) 4.8 6.0 
I i nnwch il ctaennenennevnbage 21.7 17.9 10.1 
Median.......- Da Oe a ad a os ta ee «$7109 | ~ $66. 41 | $66. 20 





1 Outside New York City but over 10,000 population. 
2 Under 10,000 population. 


Source: New York State Department of Labor. 
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APPENDIX E. Hourty PARNINGS, BY AREA 


Furniture and homefurnishing stores, New York State, September 1955 





| 














Percent distribution of all workers 
é i | 
New York Zone II ! Zone III 2 
City | 
a Ae a TE ee eee 
iuindl 
Estimated number of workers....__- ; ‘ a ie eee 22, 400 13, 000 3, 300 
Hourly earnings: Percent Percent Percent 
..  ¢ | SALSA ee . 4 - eee (3) 0.4 0.2 
$0.65 and under $0.70__- ‘ . Saecibanbe FER sy pl Bese: Ee (3) | = 
$0.70 and under $0.75_..._- la online = ale as alatalen | 4 } -5 | .4 
$0.75 and under $0.80_...____- iat a 7 8 | 2.8 | 4.1 
$0.80 and under $0.85__- : Bete ; — 1.6 | 2.8 
$0.85 and under $0.90___. a a ae LS 4 2.3 | 8 
$0.90 and under $0.95_- : ! | 1.4 7 2.6 
$0.95 and under $1! . ; a 1.3 | 1,1 
$1 and over. -- : 96. 65 | 89. 6 87.8 
Median hourly earnings. - - - Loa eas iii $1.71 | $1. 58 | $1. 37 


1 Outside New York City but over 10,000 population. 
2 Under 10,000 population. 
3 Less than Yo of 1 percent. 


Source: New York State Department of Labor. 


APPENDIX F’, WEEKLY Hours, BY AREA 


Furniture and homefurnishing stores, New York State, September 1955 


Percent distribution of all workers 


New York City Zone It! Zone III? 


———$ | —$—_—__—_|—______— 


Number? | Percent Number? | Percent Number? | Percent 


Estimated number of workers. 22, 400 |_. ; | 13, 000 | \ 3, 300 

Hours worked: | j 
8 hours or less__. so 448 | 2.0 | 286 | 2.2 | 43 1.3 
9 to 16 hours 762 | 3.4 650 5.0 | 69 2.1 
17 to 24 hours : 896 4.0 533 | $.1 | 211 6.4 
25 to 32 hours. } 963 | 4.3 | 715 } 5.5 | 178 5.4 
33 to 39 hours 3, 606 | 16.1 | 1, 352 | 10. 4 | 218 | 6.6 
40 hours | 7,190 | 32.1 3, 770 | 29.0 | 762 23.1 
41 to 44 hours 1, 725 | Tee 1, 560 | 12.0 152 13,7 
45 to 47 hours 1, 053 | 4.7 1,014 | 7.8 287 8.7 
48 hours. - 3, 529 | 15.8 | 2, 158 | 16.6 | 709 21.5 
49 or over hours 2, 218 | 9.9 | 962 | 7.4 | 370 11.2 
Median hours worked 40 | 40) 43 

| | 1 | 


! Outside New York City, but over 10,000 population. 
Under 10,000 population. 
Derived by calculation. 


? 
3 


Source: New York State Department of Labor. 
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Appenpix G. PREMIUM Pay FoR OverRTIMe Work or SALES CLERKS 


Furniture and homefurnishing stores, New York State, 12 months ended Sep- 
tember 1955: 








Estimated total number of establishments____..._.....__.-____-_________ 6, 930 
Without salesclerks or without overtime_.._._._._________________ 5, 910 
a tdhcnmsasamavents ardpevmmacnenmoedpeane 1, 020 

do sab aveinmeneniesislesonontenmeener dena 160 
od pent eihicd pense catnewes 860 


Percent distribution of 860 establishments with premium pay for salesclerk’s 
overtime, by hour after which premium pay is paid: 


Percent 
I oo cistern melininad ald sirishiobats 1.6 
ae nee ennty, Saaet D756 hours... ew lS aS ck 
Neen een nn ee sch endo caecumeairiene snoveensende 
laa ci diniclats inlet Benicia tciessegsoeonem abso a-teiegaiiedn dienindosaee een conse tilhscheh 62. 2 
a 0 9B Oe 0 a n-ne piaienndsaeonad nade ties 22:3 
i dates diana ouehoiiiensesinnreieunciraniaenaiovnn 1.5 
I weiibelees Mill some Jasd SNIL) cic kath! 7 
NTN ene sat eo mmlnn i 11.8 
Nee i nt aeatucveseres amacasuanti 
ee niente aR ties eS A wee rnin 5 
Premium pay rate for salesclerk’s overtime in 860 establishments: 
I a cls inwnehd pramee 
Te I le eT a i a Ob 90. 4 
i ail slicectnirtibaininin estes” “GmemGhatieal 
I a oe 9. 6 


Source: New York State Department of Labor. 
APPENDIX H. SALES ESTABLISHMENTS, EMPLOYMENT 


Furniture and homefurnishings stores, United States, November 15, 1954: 


Te as cpeeencneabis acnendeaianmeiigbieisseknmentniée 50, 729 
ak a rh a chine eeeeraineaed eames $5, 373, 919, 000 
deers ta cece iereerenver tn bs car eeen naincrtoietccae = 227, 370 
Establishments with sales $1 million and over (not firms) ______ 353 
Establishments with sales $500,000 and over (not firms) _._--_- 1, 375 
Employees in establishments with sales $1 million and over (not 

I Ls ile cc teshe chia cieening anh peei-ch-aniagueeuni inca 64, 969 
Employees in establishments with sales $500,000 and over (not 

Rc rhe koi De sicinnasienlpsthbdiahiibimtreheneengoe 92, 220 
Establishments with 100 or more employees (not firms) -.__-_ 95 
Number of employees in 95 establishments with 100 or more em- 

Na ke nieeemnp woman mmnmnainen 19, 639 
Number of establishments in 4 or 5 multiunits (not firms) ____- 528 
Number of employees in 528 establishments in 4 or 5 multiunits 

I Pr Na a a a cence enn merennvenoe soeebiied 7, 062 


Source: Bureau of the Census. 


Mr. Carter. I would like to summarize a few points, however, 
Senator, if I may. 

Senator Morse. All right, sir. 

Mr. Carter. The annual retail sales of furniture and homefurnish- 
ing stores in the United States are in excess of $5 billion. The indus- 
try employs more than 227,000 people. We contend that the retail 
furniture business, like any other retail trade, should remain exempt 
from the Fair Labor Standards Act. 

When viewed in the light of the policy declarations of the act, 
conditions in our business do not, in our opinion, require the proposed 
legislation. 
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The detrimental labor conditions with which the act deals do not, 
in our judgment, exist in any extent in the retail furniture trade. 
Furthermore, we do not seek to perpetuate substandard conditions 
in the employment of the retail furniture business. In our opinion 
the proposed legislation would serve no significant purpose in our 
trade because of our high wage levels. 

We also favor retaining the retail exemption because we do not 
think it is good government to require purely local business firms 
to do by Federal law what they are already doing voluntarily. 

There is also the factor of setting precedent. We are not opposed 
to the bills solely on the grounds of the relatively few retail furniture 
businesses that would be directly affected nor are we opposed on 
account of the very small proportion of employees now earning less 
than $1 an hour; but we are most alarmed that a precedent will be 
set for all retail furniture stores. 

We further feel that you are dealing with a matter which has more 
than constitutional and humanitarian aspects. This is also an eco- 
nomic question. 

Before altering the law, it should be clearly demonstrated that new 
legislation is necessary on economic grounds and that it will achieve 
a good, not bad, economic result. 

We hold that this cannot be demonstrated with any degree of con- 
viction for the retail furniture business generally. For instance, the 
question of wage levels. Where valid surveys have been made, it 
has been shown that wages in the retail furniture business are already 
generally well above State and Federal minimums. 

For instance, in the Ohio survey, made by the Ohio State Depart- 
ment of Industrial Relations in 1955, it shows that 94 percent of the 
men and 72 percent of the women in retail furniture stores made $40 
a week or more. 

The New York State survey, also made in 1955 by the New York 
Department of Labor, shows that 86 percent of all furniture store 
employees in Metropolitan New York earn $40 a week or more. 

he figures in our prepared statement demonstrate the small pro- 
portion of retail furniture employees who 2 years ago, when the Ped. 
eral minimum wage was 75 cents, were earning less than $1 an hour in 
these 2 States where a valid statistical survey was made of retail 
wages and hours. 

It should also be pointed out that the retail furniture store employee 
is a year-round worker. He is not periodically laid off as in manu- 
facturing. Manufacturers may pay a higher hourly rate but often 
employ their ae only 3 or 4 days a week. Comparisons based only 
on hourly rates should not be the sole basis for judgment, we think. 

The true value of retail hourly wage rates must be judged in terms 
of stability of employment, actual hours worked, and total earnings 
during the year; besides most workers in the retail furniture busi- 
ness are paid on a salary and commission basis or a base guarantee 
per week, not on hourly rate basis. 

It should also be noted that the retail furniture trade adapts itrelf 
to the wage rates of the community. Salary scales vary by size of 
city, the cost of living, and the cost of working within the area. 
This is a most significant factor. It is being taken into account by the 
Bureau of Labor Statistics in the survey of wages and hours in retail- 
ing because of its importance in relation to wage levels. 
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We contend that there is a solid economic justification for this 
difference largely based on the difference in cost of living and cost of 
working in the big city as compared with the small town. 

I would like to draw your attention to some differences between the 
pattern of working hours in furniture retailing and, for instance, 
manufacturing. 

The Fair Labor Standards Act seems to us to have been designed 
with manufacturing operation primarily in mind. Retail wage and 
hour patterns are not the same as manufacturing. Retail customers 
do not buy an 8-hour basis. A retail store must be open for the con- 
venience of its customers; consequently, as you know, a great deal of 
standing around is done by the retail sales employment in furniture 
retail stores. Retail hours may be longer than industrial hours, but 
the circumstances are quire different. Retail store hours must be 
flexible to meet the shopping trends of the public. 

Senator Morse. What you are saying, are you not, is that hours 
of work are not necessarily the sole criterion ‘that ought to be used 
as the measurement for pay ? 

Mr. Carrer. That is correct, sir. 

Senator Morse. But the actual energy nature of the work is one 
factor in some instances that at least ought to be considered. Is that 
not one of the points you make? 

Mr. Carrer. That is right, sir. 

Senator Morse. You argue that an occupation which requires long 
hours but by its very nature includes much slack time without the 
expenditure of any considerable amount of work energy, these factors 
ought to be taken into account in determining the hourly pay ¢ 

Mr. Carter. That is correct, sir; plus the fact that it is not feasible 
to consider a salesman on an hourly basis—it is a production basis. 

May I continue, sir? 

Senator Morse. Yes; proceed. 

Mr. Carrer. For the furniture salesmen many hours are not fully 
productive. They spend their time waiting or prospecting except in 
the busy seasons. Because of the irregular flow of trade during the 
day and the seasonal nature of the business, salesmen may spend as 
much as half the day waiting for the customers to come in. 

The irregular flow of customers, as contrasted with the regulated 
flow of supplies and materials in manufacturing, is most significant. 

It is the customer, not the employer or the salesman, who really sets 
the pattern of retail hours. 

The salesman sets the hour at the time the customer says is con- 
venient, not the time that suits the convenience of the salesman or 
theemployer. This is quite a different situation from manufacturing. 
In manufacturing the time at which work is done is readily con- 
trolled. Eight hours of work or only 5 days a week is readily 
scheduled. 

These differences, then, between the pattern of working hours and 
retailing and in manufacturing lead us to ask, why, if each of these 
separate and distinct segments of the economy have developed arrange- 
ments for working hours and earnings which are different but suited to 
their circumstances there should be a determination to force the pay 
method of manufacturing on a retail operation.. It should also con- 
stantly be kept in.mind that retail furniture selling is a creative job. 
This makes it difficult to set definite limits on working hours. 
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The salesman does not stop when the sale is half made or when the 
whistle blows, because he must adapt to the conditions as he finds them. 
The retail salesman is paid for the job and his volume of sales rather 
than for the hours he puts in. 

The Ohiosurvey shows that 70 percent of the men in the retail furni- 
ture business worked more than 40 hours in the week. Thirty-nine 
percent of the women were at work over 40 hours. 

It seems to us that this demonstrates that there is some sound 
economic reason for the pattern of working hours in furniture retail- 
ing. 

We have pointed out that attempts to bring retail furniture busi- 
nesses under Federal wage-and-hour control ‘have no economic jus- 
tification in terms of the excellent level of wages and earnings in our 
trade. 

We strenuously object, for instance, to the idea that the retail 
salesmen and the retail business is considered to be an interstate com- 
merce because it receives goods from other States to sell locally as is 
proposed by Labor Secretary Mitchell. 

Furthermore, retail wage rates do not cause unfair interstate com- 
petition. Retail wages in Baltimore do not affect the retail wages 
in Boston or Pittsburgh, for instance. 

In our opinion the “only difference between retail furniture stores 
which makes any sense at all is for local governments and States to 
regulate retailing by size of community. This view is confirmed by 
the action of nine States which consider a statewide minimum to 
be impracticable and instead establish minimum wages varying accord- 
ing to the size of the communities. 

Furthermore, we would like to know how one can conceivably 
develop a practical system of paying overtime premium pay to 
employees who work on a commission “basis and who are paid pri- 
marily for the sales that they make rather than the hours that they 
put in, 

The commission salesman is paid and wants to be paid for what 
he sells rather than for the hours he works. 

If the overtime pay provision of the act is applied to salesmen on 
commission the whole incentive system of selling could be destroyed. 

The National Retail Furniture Association respectfully recommends 
that your committee: 

1. Reject the proposals to bring retail stores under coverage of the 
Fair Labor Standards Act. 

2. Leave to the State and local governments the question of any 
necessary regulation of wage and hours in retail] stores. 

Thank you very much, Senator, and we certainly appreciate your 
time. 

Senator Morse. I want to thank you for that very clear statement 
of your position on this legislation. It will certainly be of great 
help to the committee in its executive sessions in deciding the policy. 

Thank you very much. 

Mr. Carrer. Thank you, sir. 

Senator Morse. The next witness will be Mr. Randle J. Dedeaux, 
a small landowner and timber dealer in Perkinston, Miss. 

We are very happy to have you, Mr. Dedeaux. 

Mr. Deveaux. Thank you, sir. 


Senator Morse. You may proceed in your own way. 
89646—57——50 
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STATEMENT OF RANDLE J. DEDEAUX, SMALL LANDOWNER AND 
TIMBER DEALER, PERKINSTON, MISS., AND MEMBER OF FOREST 
FARMERS ASSOCIATION OF ATLANTA, GA. 


Mr. Deveaux. Mr. Chairman, my name is Randle J. Dedeaux. My 
home is Perkinston, Miss. I am appearing before the committee as 
a small landowner and timber dealer and member of the Forest Farm- 
ers Association of Atlanta, Ga., to present our association’s views on 
uae proposed amendments to the Fair Labor Standards Act as 

oresently stands. 

Phe Forest Farmers Association, incidentally, is an organization of 
timberland owners and operators in 15 Southern States. There are 
some 3,600 members served by our association. The majority of these 
are small owners and operators. 

As spokesman for this group of small timberland owners, and as a 
small owner and operator, myself, I am tremendously interested in 
the various amendments proposed to the Fair Labor Standards Act. 
We—the Forest Farmers Association and its members like myself— 
are especially concerned about these proposed amendments since it 
seems that most, if not all, the proposed amendments would hurt the 
small owner and operator more than anyone else. This, in itself— 
discouraging small-business men as a group—seems diametrically 
opposed to our American way of thinking, but before I have concluded, 
1 believe that you will agree with me. 

Let us consider for a moment the 12-man exemption as it affects 
small woods operators. The exemption is of great help to small opera- 
tors like myself, who are forced to do all of their office work them- 
selves. I cannot afford to hire a bookkeeper, and my office setup is 
limited at best. Even as it stands now, a good many of my nights and 
weekends are taken up with keeping necessary records, reports, and 
so forth. It is extremely difficult, at best, to keep accurate and honest 
records on woods operations where a man may be completely away 
from your actual supervision for several days at a time. 

Mr. Chairman, removal of this 12-man exemption would merely add 
to the many problems already faced by the small timberland producer 
and operator such as myself. 

IT am a small-business man—or else I would not be here today. By 
the law itself our partial exemption from the Fair Labor Standards 
Act is based on our having no more than 12 employees. We are faced 
with the prospect of increased recordkeeping which would increase 
our headaches in a business which lends itself, poorly if at all, to 
precise record keeping of time worked. 

T would like to say here, Mr. Chairman, that it would be practically 
impossible in many instances to keep accurate time records on em- 
ployees, and T will explain to you briefly what I have reference to 
here. 

First, many of our woods working employees are working on small, 
isolated tracts, they are working in small groups, possibly 2 or 3, 
the locations of their work may be actually many miles apart between 
one group and another. We do not know just when our employees 
go to work or when they quit work during the day. We cannot get 

around and supervise those men on the job. We try to get by as often 
as we can to check on their work but it is impossible to know exactly 
how many hours a day a man has put in in most cases. 
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Another thing, many of our employees that are doing this type of 
work have their own peculiarities about the way they like to work. 
For example, particularly in the summertime some of the men like to 
go to work by daylight when it is cool, work until the midmorning, 
and take off around 10:30 or 11 o'clock, in the heat of the day, and 
start back again possibly around 3: 30 on 3 o’clock in the afternoon and 
work untildark. If they can work better that way and it suits them, as 
long as we get the job done, it is all right. If it suits them it suits us. 

You may wonder with such a setup how we are able to operate a 
business at all if we do not know how long our employees work and 
when they go to work and when they stop. The only solution we have 
found has been to pay them on a piecework basis or to actually pay 
them for the amount of work that they have turned out which is 
evidenced in the volume of pulpwood, for example, that they have cut 
during a week’s time or the amount that they have hauled during a 
certain time. That works out very satisfactorily from our standpoint 
and it also works out very satisfactory from the employee’s standpoint 
because the more productive employee gets a bigger paycheck at the 
end of the week. 


I wanted to go into that a little bit to show you just what we are up 
against. 

Our second-growth forests are such that it is seldom possible to use 
large logging crews under the supervision of individual foremen to 
harvest the timber. Usually we have isolated individuals and small 
crews working without immediate close supervision. To attempt to 
put such scattered individuals and small crews on a factory-type, 
clock-punching basis is well nigh unworkable. To require small opera- 
tors like myself to assume additional recordkeeping problems by elimi- 
nating the 12-man exemption would create undue, if not impossible, 
hardships on us small producers—and would likely force many of us 
small producers out of business. 

I might may a word there, Senator. You have probably heard 
statements made before that certain things were going to put people 
out of business. When I make that statement I do not necessarily 
mean that such a thing would bankrupt me, but I am thinking of this: 
That with all of the difficulties that a small-business man faces now, 
all of the long hours that you must put in to try to keep up with your 
business, the thought ever recurs to your mind, is it worth it or not? 
And if additional] restrictions were imposed, additional hardships were 
imposed on us to keep additional records, it may well be that I and 
people like myself might come to the conclusion that it just is not 
worth it and we better let our little business go and go get us a job 
working for a big company somewhere where we can work kind of 
regular hours and our families and wives will see us a little more often. 

You may have noticed that I have not mentioned the $1 per hour 
minimum wage which the law would require the small operator to pay 
if the 12-man exemption were removed. Actually, competition has 
already taken care of this matter. In my area, if you want good men, 
you have to pay at least that much, 

It might be well at this point to mention that the harvesting and 
processing of timber has much in common with the raising of other 
agricultural crops. Actually, timber is an agricultural crop, and we 
ourselves consider at as such. The Forest Farmers Association, by its 
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very name, is an organization of forest farmers, and the areas where 
these crops are grown are called tree farms. Row-crop farmers are 
exempted from the provisions of the Fair Labor Standards Act, and 
we feel small-forest farmers and operators should likewise be 
exempted. 

Work in the woods like on row-crop farms, at best, is uncertain, de- 
pending on rain, cold, floods, and so forth. Timber cannot be har- 
vested every day in the year, and timber-harvesting crews may not 
operate at all for a week or more ata time. Because of these and other 
uncertainties of nature, woods operators may be idle or need to work 
unusually long hours, much as row-crop farmers, in order to meet the 
situation. I hope the committee will consider these facts in its delib- 
erations and recommend retention of the 12-man exemption. 

There is one other item I would like to mention which would help 
all of us. That is clarification of the term “employee.” Under the 
Fair Labor Standards Act, it is construed to mean one thing, while 
under the Social Security Act and the National Labor Relations Act it 
has a different meaning. 

Such a situation leads only to confusion and difficulty in complying 
with various Federal laws. I believe the definition as stated under the 
Social Security Act and as used by the National Labor Relations Act 
isa clear and adequate one. I urge th: at the committee recommend the 
common-law definition of “employ ee” for use in the Fair Labor 
Standards Act. 

I would like to say here, Senator, that this business of who is an 
employee and who is not causes all of us quite a bit of concern. 

In my business quite often I purchase pulpwood and other forest 
products from small independent contractors. There seems to be an 
area there of doubt as to whether or not, under certain circumstances, 
some of those people might actually be construed to be employees of 
mine, when, in effect, they are not. I have asked my own lawyer about 
this; I have also asked some of the gentlemen of the legal profession 
here in Washington in my acquaintance as to just what is the meaning 
of the term ‘ ‘employ ee” under the present Fair Labor Standards Act. 
So far no one has been able to give me a clear-cut answer. They either 
come right out and say that they do not know, or they go off into a 
long flight of legal language which in the windup amounts to the 
same thing. As far as I am concerned, J am still in the dark. [ do 
not knew sometimes whether I am violating a law or not. 

That is another thing that makes us small-business men wonder 
sometimes. In addition to all the other things that we have to contend 
with, such uncertain definition of “employee” creates the possibility 
of becoming a violator of a Federal law without knowing anything 
about it, that is enough to keep us awake at night. 

In closing, I would like to emphasize that we small-business men 
need all the breaks we can get just to stay in business. Our competi- 
tive position is relatively weak, at. best, ‘and an alarming number of 
small businesses have failed in recent years. On the other hand, I 
believe small business is an extremely important segment of the 
American economy and | hope we are worthy of your consideration. 

I appreciate this opportunity to appear before the committee and 
your courtesy in hearing me is very much appreciated. 
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Senator Morse. Mr. Dedeaux, on behalf of the committee I want to 
thank you for your testimony, it is going to be very helpful to us in- 
deed. I have no question. 

Mr. Depravux. Thank you, sir. 

Senator Morsg. Our next witness will be Mr. Milton F. Lunch, Leg- 
islative counsel, National Society of Professional Engineers. 

Mr. Lonen. Mr. Chairman. 

Senator Morse. Yes, Mr. Lunch. 


Mr. Luncu. I appreciate this opportunity to appear before the com- 
mittee and present our views. 


Senator Morsr. I have before me, Mr. Lunch, a statement that had 


been prepared by Mr. Paul H. Robbins in behalf of your organization. 
Shall I insert it in the record ? 

Mr. Luncu. Yes, sir; I am appearing in place of Mr. Robbins who 
was called out of town and regrets he could not be here and I would 
like to insert the statement in the record and summarize it if I may. 

Senator Morsr. There will be printed in the record at this point the 
testimony of the National Society of Professional Engineers as sub- 
mitted this afternoon by Mr. Milton F. Lunch. 

(The entire prepared statement of Paul H. Robbins, executive di- 
rector of the National Society of Professional Engineers, follows :) 


TESTIMONY OF NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS, RE AMEN DME NT OF 
THE Farr LAROR STANDARDS ACT 


My name is Paul H. Robbins. I am executive director of the National Society 
of Professional Engineers. The society is a nonprofit, membership corporation 
composed of professional engineers all of whom are registered under applicable 
State engineering registration laws. The society’s 40,000 members are affiliated 
through 42 State societies and approximately 350 local chapters. 

I am here today to present the society’s views on the applicability of the 
Wage-Hour Act to those firms which perform and render professional services to 
clients, especially consulting engineering firms. The present status of the law 
in regard to coverage of these firms is in a state of considerable confusion. This 
unfortunate situation has been brought about by conflicting and contrary Federal 
court decisions on this problem over the last 9 years. During this period two 
Federal district courts, in different circuits, have ruled that consulting engineer- 
ing firms are not covered by the act. In another circuit the district court held 
to the same effect, but was overruled by the circuit court of appeals. As a result 
of these conflicting decisions the great majority of consulting engineers through- 
out the country are not certain whether the act is applicable to their operations, 
or not. I believe a brief survey of the source of this conflict, the divergent 
Federal court decisions, would be in order at this point. 

In 1948 the United States District Court for Maryland held in McComb v. 
Turpin (81 F. Supp. 86), that the act did not apply to the operation of a con- 
sulting engineering service. District Judge Chesnut, in answer to a contention 
that draftsmen and stenographers of the defendant consulting firm were engaged 
in the production of goods for commerce, declared: 

“IT do not think even this broad literal definition (of ‘production of goods for 
commerce’) could fairly be construed to apply to the plans, drawings, and specifi- 
cations prepared by or under the supervision of the defendants or their employees. 
They are only a physical embodiment in words of professional conclusions * * *. 

“Certainly the word ‘goods’ could not be construed to include the typewritten 
or mechanical expression by which the advice is given. These plans, drawings, 
and specifications are not themselves the subject of barter or sale, but only the 
written embodiment of professional advice, and incidental thereto. They are 
specifically prepared to meet the particular problem of a specific client and are 
not sold or offered for sale to the public generally.” 

In conclusion Judge Chesnut succintly declared: “The activities of the 
employees in this case, therefore, are not within the coverage of the act because 
not within the ‘mischief’ to be remedied by the act; nor within the positive 
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wording of the act, and not within the principles of proper application of the 
act as announced in the authoritative decisions of the courts.” 

This well-reasoned opinion of Judge Chesnut was welcomed by the engineering 
profession, but was not accepted by the Department of Labor, even though the 
Department did not appeal Judge Chesnut’s decision. 

In Mitchell v. Brown (224 F. 2d 359), decided July 1955, the United States 
Court of Appeals, Eighth Circuit, in reversing a United States district court’s 
decision (126 F. Supp. 603), in accord with Judge Chesnut’s opinion in the 
Turpin case, held that the defendant’s employees’ preparation of plans and 
specifications for the repair and improvement of existing instrumentalities of 
commerce, together with activities of resident engineers at the actual job site, 
constituted activities “in commerce” and thus they were covered by the act. 

This decision of the court of appeals was appealed to the Supreme Court. 
The National Society of Professional Engineers filed an amicus curiae brief 
in support of the petition for a writ of certiorari in order to finally settle the 
question of the applicability of the act to consulting engineering services. On 
October 24, 1955, the Supreme Court denied the petition without opinion. 

Just last month in a United States district court in Norfolk, Va., the problem 
was again before the courts. In this case, Mitchell v. Lublin (No. 2070), the 
question arose as to whether draftsmen, fieldmen, and stenographers employed 
by the defendant consulting engineering firm were covered by the act. The 
court concluded that “none of the defendants’ employees involved in this con- 
troversy are engaged in the production of ‘goods’ for commerce within the 
meaning of the act,” and that even though the Brown decision may be considered 
in conflict with the Turpin case, “this court finds itself unable to disagree 
with the able discussion of the subject by Judge Chesnut.” 

Additional litigation is pending by virtue of the Department of Labor having 
filed further actions against consulting engineering firms in other localities. 
To settle this question by litigation may take years and will result in con- 
siderable expense to the consulting engineers and to the Government. 

This situation can best be corrected by congressional action through amend- 
ment to the Fair Labor Standards Act. The National Society of Professional 

Cngineers recommends that consulting engineering services be expressly ex- 
eluded from coverage under the act along the lines of a bill introduced in 1951 
by Representative Henderson Lanham, of Georgia (H. R. 2940, 82d Cong.). 
This result might be accomplished by adding after the definition of ‘‘goods” in 
section 3 (i) the phrase “and does not include plans, drawings, or specifications, 
or other written, printed, or typographical material, prepared or furnished by 
any person in connection with the performance of professional services.” Fur- 
thermore, after the definition of “produced” in section 3 (j) there should be 
added, “an employee shall not be deemed to have been employed in any closely 
related process or occupation directly essential to the production of goods by 
reason of any work arising out of the performance of professional services by 
his employer.” 

With these proposed amendments incorporated into the act, the question as to 
whether drawings, plans, and specifications are “goods” within the act need 
never arise. The question as to whether the activities of employees of con- 
sulting engineering firms constituted work directly essential to the production of 
goods for commerce would also be eliminated. 

Our opinion that professional consulting engineering services should be ex- 
cluded from coverage under the act is supported by what we believe to be the 
longstanding intent of Congress that professional services are separate and 
distinct from ordinary business or commercial activities. The Fair Labor 
Standards Act of 1938, as amended, provides that the minimum wage and over- 
time provisions shall not be applicable to any employee employed in a bona 
fide professional capacity. : 

Congress has further recognized the distinction between professional services 
and those of a commercial or business nature. The National Labor Relations 
Act of 1947, as amended, provides for separate votes for professional employees 
in certification elections. Congress recognized the unique nature of professional 
services in the Army Organization Act of 1950 by providing that when Army 
officers are assigned to duties involving the performance of professional work, 
they shall possess qualifications equal or similar to civilian members of that 
profession. These examples are intended to convey only the general sense of 
Congress in recognizing that professional activities stand in a different position 
and require administrative treatment distinguished from that accorded business 
or commercial pursuits. 
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The consulting professional engineer does not sell the paper upon which his 
plans, drawings, and specifications appear. He sells his individual skill and 
knowledge based on specialized professional training, and his skill and knowl- 
edge are manifested in the advice or recommendations which he furnishes his 
client according to the circumstances. His plans and drawings are merely the 
tangible evidence of his intangible service. The same is true of other professions. 
Judge Learned Hand in Bozant v. Bank of New York (156 F. 2d 787), declared: 
“A lawyer who in the course of his practice writes letters, or draws deeds or 
wills, or prepares briefs and records, is not on that account within section 203 
(j) ; and the same is true of the correspondence of a broker and of a banker 
* * * [I]t would be unreasonable to the last degree to suppose that Congress 
meant to cover such incidents of a business whose purpose did not comprise the 
production of ‘goods’ at all.” In Washington Times Herald Inc. v. District of 
Columbia (213 F. 2d 23 (1954)), wherein the District sought to levy a use tax 
on the purchase by the newspaper of comic strip mats, the court declared: 
“Sales to the newspaper of comic strip mats with the right to reproduce them 
one time, were sales of professional and personal services of the artists * * *. 
The price was paid for the artists’ work, not for the mats themselves. The news- 
paper bought the creation of the artist—not the material on which it was 
impressed * * *,” 

Thus, court decisions have held that the rendering of professional services is 
entitled to different considerations than the ordinary business or commercial 
enterprise. Congress has recognized this distinction, and in the past, has sought 
to legislate accordingly. A departure from this course of treatment is inappro- 
priate now. 

The basic nature of the rendering of professional services furnishes another 
reason for a determination that such activities should not be covered by the 
Wage-Hour Act. By and large, the work level of a professional tends to be 
sporadic and irregular. There are “peak” periods and “slack” periods. Past 
experience, tends, and seasonal cycles have no business planning value to the 
professional as they do for the commercial enterprise. The professional must be 
able to meet the needs of his clients whenever and under whatever conditions 
they might arise. Consequently, flexibility of time is essential to the profes- 
sional and his staff. During certain periods if overtime is required, the profes- 
sional and his staff work overtime. When the workload falls, the staff com- 
pensates for the overtime by attending to purely personal matters or by later 
arrivals or earlier departures. This situation is expressly recognized by the 
Wage-Hour Administrator in his regulations. Section 541.3 which defines 
“professional” employees declares, among other criteria, that a professional 
employee is any employee whose work “is of such a character that the output 
produced or the result accomplished cannot be standardized in relation to a 
given period of time * * *.” 

To require professional consulting firms to adhere to the overtime provision and 
to require extensive record keeping for this purpose creates an unnecessary 
and unjustifiable burden on the professional firm. 

It should be pointed out for the record that in each of the three cases mentioned 
above which considered the applicability of the Wage-Hour Act to consulting 
engineers, the defendant firms were prosecuted for alleged violation of the 
overtime provision of the act, and not for violation of the minimum wage 
provision. The problem concerning overtime payments and the consequent 
recordkeeping is a real one and should be rectified. The question as to whether 
consulting engineering firms are covered by the minimum wage requirements is 
relatively immaterial for, as a general rule, firms which render a professional 
service must pay at least the minimum wage and in most instances higher 
than the minimum to acquire and retain the higher caliber of personnel required. 
As stated by Judge Chesnut in the Turpin case, “Again the nature of the work 
performed by the defendants’. employees (draftsmen, fieldmen, and stenog- 
raphers) was mental rather than manual and of a professional rather than 
a commercial character.” 

Secretary of Labor Mitchell in his recent statement to this subcommittee recog- 
nized that the application of the overtime provision presents peculiar and serious 
problems for many of the business enterprises which would be covered under his 
recommendation. The National Society of Professional Engineers is of the opin- 
ion that the overtime provision presents peculiar and serious problems also to 
those firms not mentioned by the Secretary, and that the question as to the ap- 
plicability of this provision to professional firms can best be resolved by Con- 
gress expressly excluding such firms from the act’s coverage. 








772 MINIMUM WAGE PROTECTION 


As originally written, the Wage-Hour Act applied to employees working in 
any process or occupation necessary to the production of goods for commerce. 
Giving this “necessary” clause a liberal construction, the courts held the act 
applicable to many employees whose activities were only indirectly related to 
the actual production of goods for commerce. The act was amended in 1949 by 
the 8ist Congress. In the amendments the “necessary” clause was deleted and 
replaced by a provision which held the law applicable to any employees engaged 
in any “closely related process or occupation directly essential” to the produc- 
tion of gods for commerce. Under this more stringent requirement for cover- 
age, many employees were excluded who were formerly brought under the act 
by the “necessary” clause. The change, however, has not fully clarified the 
question of coverage of those firms which rendered professional services, 

Although such activities must now be more closely related or directly essen- 
tial to the production of goods for commerce, the meaning of “closely related” 
and “directly essential” in connection with professional services is still subject 
to varying degrees of interpretation. Can it rightfully be asserted that the 
work of the consulting engineers’ draftsmen, stenographers, etc., which is in- 
cidental to the consulting engineers’ furnishing of professional advice and plans 
for the construction of a building, be construed as “closely related * * * or 
* * * directly essential’ to the problematical production of goods for commerce 
in that building? We believe that the answer is unequivocably “No.” The 
work of these employees relates only to the preparation of plans and specifica- 
tions for a building or facility which may or may not ever be built. If built, 
it may or may not be used for the production of goods for interstate commerce; 
and, if so used, the building is merely the housing for the manual or mechanical 
work by which these goods are produced. Thus we think it clear that if such 
activities are related to the production of goods for commerce, the relationship 
is remote and not “closely related” or “directly essential” as the act now 
requires. 

As declared by Judge Chesnut in McComb v. Turpin: “(1)t seems clear that 
the intent of Congress was to provide maximum hours of work for those work- 
ing employees who were closely and not remotely engaged in the production of 
goods for commerce.” 

According to some of the amendments recently proposed, the present coverage 
test of “closely related” and “directly essential” would be revoked and replaced 
by the original “necessary” clause. Furthermore, the maximum-hours provision 
would be extended to the employees of any employer who is engaged in “any 
activity affecting commerce.” Such broad and liberal application of the act 
would serve only to compound and confuse the question as to whether em- 
ployees of professional consulting engineers, lawyers, or architects would be 
eovered. Whether employees of these professional firms are engaged in pur- 
suits “necessary” to the production of goods for commerce or whether the em- 
ployers are engaged in “any activity affecting commerce” can only be deter- 
mined by future costly litigation. Such extremely broad and liberal coverage 
of professional pursuits is not within the true spirit and purpose of the law, 
for such activities are not within the mischief to be remedied. 

In conclusion, it is the opinion of the National Society of Professional Engi- 
neers that the most practical, long-lasting, and effective solution to the prob- 
lem of coverage of professional activities is to amend the act so as to expressly 
exclude such coverage. 

We appreciate having had this opportunity to present our view on this subject 
and we stand ready to render whatever assistance is desired by the committee. 


STATEMENT OF MILTON F. LUNCH, LEGISLATIVE COUNSEL, NA- 
TIONAL SOCIETY OF PROFESSIONAL ENGINEERS, AND STANLEY 
H. STEARMAN, MEMBER, LEGISLATIVE COMMITTEE 


Mr. Lunen. Mr. Chairman, I would like to, if I may, note for the 
record Mr. Stanley Stearman of our legislative committee who is here 
with us. 

Senator Morse. We are glad to have him here and the record will 
show he is appearing with you. 
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Mr. Luncn. Mr. Chairman, we bring to your attention and the at- 
tention-of the committee an aspect of the Fair Labor Standards Act 
which so far as I know has never been considered by the committees 
of the Congress at prior hearings in recent years or so far at this hear- 
ing. I refer to the question of whether the act as it now stands was 
intended by Congress and does, in fact, cover the offer and perform- 
ance of professional consulting services ‘and we make particular refer- 
ence, of course, to the consulting engineering services. 

This question is in a considerable state ‘of confusion and it is a 
severe problem for the consulting engineers who do not know where 
they stand. 

I would like to refer briefly to 3 cases which are on the record and 
which brings us up to date, 1 within the last 2 months, on this situa- 
tion. 

This question first arose, Mr. Chairman, in 1949 in Baltimore, 
before the Federal district court in the so-called Turpin case, all of 
these are cited, incidentally, sir, in our statement for full reference. 
And in that case Judge Chesnut ruled that the offer and performance 
of consulting professional services were not intended by Congress to 
be included within the coverage of the act, and I would like to read the 
brief extract from Judge Chesnut’s statement on page 2, sir: 

I do not think even this broad literal definition (of “production of goods for 
commerce”) could fairly be construed to apply to the plans, drawings, and specifi- 
cations prepared by or under the supervision of the defendants or their em- 


ployees. They are only a physical embodiment in words of professional coneclu- 
sions. * * * 


Certainly the word “goods” could not be construed to include the typewritten 
or mechanical expression by which the advice is given. These plans, drawings, 
and specifications are not themselves the subject of barter or sale, but only 
the written embodiment of professional advice, and incidental thereto. They are 
specifieally prepared to meet the particular problem of a specific client and are 
not sold or offered for sale to the public generally. 

Now, this decision by Judge Chestnut was not appealed by the 
Government, and the situation remained with this one decision on the 
books for our guidance until 1954 when the Department of Labor 
brought a further case, the so-called Brown case, in Iowa. In that 
case the district court cited Judge Chestnut’s opinion and concurred in 
it, holding for the consulting engineer. 

This time the Government did appeal, however, and the Eighth 
Circuit Court of Appeals reversed the district court’s decision, and in 
the course of their opinion there is no reference to Judge Chesnut’s 
decision and no distinction was made from the opinion expressed in 
the Turpin case. 

More recently, sir, in January of this year, a further decision was 
rendered by the United States district court in Norfolk, Va., in the 
Lublin case. Here again the district court followed the reasoning 
of Judge Chesnut and held in favor of the consulting engineer. 

I understand, the last time I checked within a few days prior to this 
hearing, that the Government had not appealed that decision and we 
were informally advised by the party, the consulting engineer, that 
the Government probably would not. 

I cannot state as a matter of fact that the time has completely ex- 
pired ; I do not know, but the indication is they will not appeal. 

That is the state of the decisions of record. There are other cases 
now pending in various district courts, and we have been advised by 
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many of our members that the Department of Labor has approached 
them and has indicated that they must effect certain compliance for 
recordkeeping purposes or be faced with a suit. These people do not 
know where they actually stand, in view of these conflicting court 
decisions, or what course her should take. 

This matter, of course, could go on through the courts and even- 
tually be settled by a decision of ‘the Supreme Court in due course, if 
we received one. 

I malate mention, if I may back up to the Brown case, that after the 
Eighth Circuit Court’s reversal the consulting firm filed an appeal, a 
petition for a writ of certiorari in the Supreme Court. The National 
Society of Professional Engineers filed an amicus curiae in support 
of that petition, but the Supreme Court declined to review the case, 
and, as you well know, they give no reason when they do this. 

So, as I say, it could go on for years with these conflicting decisions 
and eventually we might be able to get a decision from the Supreme 
Court which might clarify what Congress intended in the original 
act. 

Senator Morse. In the Brown case, Mr. Lunch, where the circuit 
court of appeals reversed the lower court and the issue was similar to 
the issue in the Maryland case decided by Judge Chesnut, the Supreme 
Court denied certiorari; did it not? 

Mr. Lunen. Yes, sir; that is correct, sir. 

Senator Morse. Since the denial of that certiorari we have another 
circuit court of appeals now in Norfolk? 

Mr. Luncn. That was a district court, Senator. 

Senator Morse. We have a district court down in Norfolk that has 
followed the Chesnut decision ? 

Mr. Lunen. If I may interject, sir, that was in Judge Hoffman’s 
opinion. This is the case in Norfolk. He referred to the Brown case 
and said there is apparent conflict, but he was not persuaded by the 
reason in the Brown case and issued his ruling according to Judge 
Chesnut. 

Senator Morse. If I were your lawyer, and I will give vou free 
legal advice 

“Mr. LuncH (interposing). Thank you, sir. 

Senator Morse (continuing). Which is usu: ally worth just that. 
If I were your lawyer I would tell you that, in my opinion, I would 
be much more concerned about the Brown case than the Norfolk, Va., 
case. 

Mr. Luncn. Yes, sir. 

Senator Morse. Because, if the Brown case was taken wp on certi- 
orari and certiorari denied, that would cause me great concern. If I 
were you, if somebody suggested to me that the Norfolk, Va., case 
is particularly helpful—— 

Mr. Luncn (interposing). Well, of course, we appreciate that the 
district court decision against a circuit court decision indicates that 
we have the problem there if we try to make a straight comparison, 
but we are more optimistic that on the merits, eventu: ally perhaps, we 
would convince the highest court that the Congress never intended to 
cover the offer of professional services. 

Senator Morse. I certainly think, in view of this prodigious his- 
tory that you have just related, it is not at all an unreasonable request 
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on the part of your association that you ask Congress to decide in the 
matter of policy one way or the other in this legislation. That is 
why I am glad you are raising it before this committee. 

Mr. Lunen. That is exactly why we are here, sir. As I said in 
the opening, I do not think this problem has been presented. We 
were heatant it would resolve itself perhaps, and the years have gone 
by and we are still a long way from a resolution. 

dnaaiee Morse. I am never one of those legislators that take the 
position that when you have, let us say at best, a shadowy ground, 
legal principle, as you do in this case, that the Congress can justifiably 
say, well, let the parties go to the courts, because it is the congressional 
legislation that puts them in this position in the first place and when 
you have this kind of a history I think we should clarify it. 

Mr. Luneu. We appreciate that attitude, Senator. 

I might interject, if I may, sir, from a practical standpoint, that I 
know personally from correspondence and long-distance telephone 
calls many consulting engineers, and particularly the smaller ones— 
and most consulting engineering firms are small—are faced with this 
demand for settlement of what the Labor Department considers cer- 
tain violations of the past. They do not feel that they were covered, 
they do not think they should settle, but as a practical matter it is a 
question of settling for a few hundred dollars and giving up your 
principles or going to court, which would cost a considerable amount 
more than it would by settling. Without any way being critical of 
these people, I know many of them have thrown up their hands and 
said, “Well, as a practical matter we will give in, but we don’t like it,” 
and I think this is worthy of consideration, also. 

We have suggested an amendment, Mr. Chairman, to deal with this 
problem, and I am particularly encouraged at your statement that the 
committee should consider this problem. 

Senator Morse. Do you know what page that is on? 

Mr. Lunen. Yes, sir; our proposed amendments are actually two 
for technical purposes. We suggest, first, if you have it, sir 

Senator Morse. I have it. 

Mr. Luncu (continuing). That after the definition of “goods” 
section 3 (i) the phrase “and does not include plans, drawings or 
specifications, or other written, printed, or typographical material, 
prepared or furnished by any person in connection with the perform- 
ance of professional services.” 

After the definition of “produced” in section 3 (j) we suggest the 
addition of “an employee shall not be deemed to have been employ ed 
in any closely related process or occupation directly essential to the 
production of goods by reason of any work arising out of the per- 
formance of profession: ul services by his employer 

I might say, in order that proper credit be given, Mr. Chairman, 
that these suggested amendments are actually based on a bill intro- 
duced in Congress in 1951 by Representative Lanham, of Georgia. 
We have ch: inged Mr. Lanham’s suggested wording in one detail only, 
and that is his amendment specilied engineering and architectural 
professional services; we thought it might be better to make it broader 
and include all professional services. 

_ As I have reviewed these cases and the briefs and the arguments, 
it seems to me that if the Labor Department’s position should prevail, 
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by the same logic and reason it would apply to the services of a lawyer. 
I think it is a well-known fact today, and it does not need to be proven, 
that you cannot build or construct any major project such as our.great 
State turnpikes and other facilities without legal advice and legal 
proceedings as well as engineering and architectural advice. There- 
fore, I come to the conclusion that, although there have been no cases 
to my knowledge, if their position should prevail in this situation it 
could be applied to the lawyer’s office where he prepares certain con- 
tracts, reviews documents, perhaps litigations had on the bond issue in 
these turnpike cases, and his work is just as necessary in this respect, if 
it is necessary, is carried this far, as the engineer who prepares the 
professional advice for the project which, incidentaly, may never be 
built in many cases. Once he finishes the preparation of his plans and 
designs, it represents only his advice. The client may reject it com- 
pletely. He may turn to someone else to do it, or the project may fall 
through and never be completed. 

I think this covers the highlights of our statement, Mr. Chairman. 
We have in our statement gone into the pending revision of the range, 
as to whether it should be active affecting commerce in the various 
past history about the necessary clause and the remote and direct, 
but I think the statement will be sufficient if that is pertinent to your 
consideration and I think that will cover our position and our recom- 
mendations, of course. 

I will be happy to answer any of your questions. 

Senator Morse. I have no question. I think your statement is per- 
fectly clear. It raises a point that I think the committee should answer 
one way or the other. 

Thank you 

Mr. Luncu. Thank you very much. 

Senator Morse. The subcommittee will recess now until next 
Wednesday at 10 a. m. 2 March 20. 

(Whereupon, at 2:45 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Wednesday, March 20, 1957.) 


PROPOSALS TO EXTEND COVERAGE OF MINIMUM- 
WAGE PROTECTION 





WEDNESDAY, MARCH 20, 1957 


Untrep States SENATE, 
SUBCOMMITTEE ON Lapor, OF THE 
CoMMITTEE ON Lapor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in the 
Old Supreme Court iandear. United States Capitol, Senator Ken- 
nedy, chairman of the subcommittee, presiding. 

Present: Senator Kennedy. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, 
assistant chief clerk; John S. Forsythe, general counsel; Michael J. 
Bernstein, professional staff member; and Joseph M. Stone, special 
counsel to the Subcommittee on Labor. 

Senator Kennepy. The subcommittee will come to order. 

[ would like to announce, first, that Senator Purtell, a member of 
the subcommittee, will be unable to be with us this morning because 
he has a conflicting committee meeting of the Committee on Inter- 
state and Foreign Commerce. 

I would like to place in the record, without objection, a letter I 
received from Congressman Clyde Doyle, who has asked me to place 
it in the record of the hearings, transmitting a telegram from the 
Long Beach, Motor Bus Co. signed by John Munholland, its attorney, 
objecting to the Senate bill 1: 267. (See p. 1155.) 

The first. witness this morning will be Dr. Fred H. Blum, social 
science program, University of Minnesota. The subcommittee invited 
Dr. Blum to testify before it as he had served with the subcommittee, 
particularly its ¢ hairman, Senator Paul Douglas, during hearings on 
increasing the amount of ‘the minimum w age yand expanding the cov- 
erage during the 84th Congress. He prepared the staf report on 
these questions and this report has been invaluable to the subeommit- 
tee in its present consideration of the matter. 

Sheesdan the subcommittee, and especially the chairman, have 
been particularly anxious to have him. We are very grateful for his 
coming all’ the way from Minnesota. 

We are in your debt, Dr. Blum. It is a pleasure to have you here. 


STATEMENT OF DR. FRED H. BLUM, SOCIAL SCIENCE PROGRAM, 
UNIVERSITY OF MINNESOTA 


Dr. Buu. It is a pleasure to be here, Mr. Chairman. 

My name is Fred H. Blum. I am assistant professor and cochair- 
man of the social science program at the University of Minnesota at 
Minneapolis. I am residing at 50 Arthur Avenue in the same city. 
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I would like to address myself, Mr. Chairman, to four major ques- 
tions: First, I would like to examine briefly to what extent the previ- 
ous report that was a staff report, as you mentioned, is still valid 
today. Second, I would like to deal with the major objections which 
have been raised in the testimony given so far in the light of the ma- 
terial that is available, both in the report and in the light of new data 
which have become available since then. 

Then, after briefly indicating the basis for my own comments, I 
want to deal—and this is the fourth major question—with some of 
the major issues which are now in front of this committee. 

I realize that you have indicated at the beginning of these hear- 
ings that no witness should repeat any material or information that 
has been submitted to the committee previously. I will, therefore, 
limit myself to talk a few minutes about the staff report. I think it 
is important—in order to get the continuity of my thought—to indi- 
cate very briefly what the main findings of the report were. These 
findings are still, as I will indicate, relevant now. 

My approach is dictated by the act itself which states as its ob- 
jectives that subminimum standards of living should be eliminated 
as rapidly as practicable without curtailing employment and earning 
power substantially. 

The first question that poses itself, therefore, is, What is the ade- 
quacy of the earnings of the employees in retail trade? I would like 
to emphasize that I will limit my testimony to retailing since it is 
the most important of the industries which ought to be examined by 
this committee and it is also the industry about which I have enough 
background knowledge to be able to offer testimony. 

The data submitted show that in order to maintain what may be 
considered, I think, by general consensus, a minimum standard— 
namely, the needs of a single woman without dependents—an hourly 
wage of $1.19 is necessary, provided the employee is working 50 
weeks a year and 40 hours a week. $1.29 an hour is necessary, pro- 
vided the employee is working only 45 weeks a year and 40 hours a 
week; and $1.44 per hour is necessary if the work experience is 40 
weeks a year and 40 hours per week. 

Taking the actual work experience in retailing, which in 1954 was 
37 hours per week and 42 weeks per year, we come to the conclusion 
that a wage of $1.44 is necessary im order to allow a minimum stand- 
ard of living for a single woman without dependents. 

The next question which arises is to what extent does retailing, as 
a whole, now live up to that standard ? 

Senator Kennepy. I don’t want to interrupt you—do you prefer to 
have questions asked at the end of your testimony or as you go along? 
_ Dr. Bium. It would be perfectly all right to interrupt me at any 
time. 

Senator Kennepy. The New York Times carried a report last Sun- 
day on a recent survey within New York of how much it would cost 
a single woman without dependents to live. I think it was $51 and 
some-odd cents for a week in New York. 

Now, is it your experience that there is a great variance in the cost 
of a minimum standard in different parts of the country, particularly 
in small towns? : 

Dr. Buum. This is a question to which I intended to address myself. 

Senator Kennepy. Just proceed. 
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Dr. Bio. A little bit later, if you don’t mind, but I will have 
material pertaining to this question: 

Now, to summarize: The findings showed that between one-third 
and one-half of all employees in retailing are earning less than that 
minimum standard. 

This is anestimate. I want to make it perfectly clear, but I think it 
is an estimate which—in terms of order of magnitudes involved—will 
undoubtedly be borne out as more recent data ‘become available. The 
one-third estimate is based on the assumption that the employees actu- 
ally worked 2,000 hours a year. The one-half is based on the actual 
work experience. 

Since the actual work experience of different employees differ, the 
one-third to one-half estimate is but a range for the different employees 
in the industry. 

The third question and the third major finding of my report dealt 
with the retail industry’s ability to pay. I have indicated in my 

previous testimony that there are no data which show that retailing 
is not able to increase wages up to the minimum. This is based on a 
careful study of the development of margins in retailing, on the profit 
rates, and on the whole cost structure of major branches of retailing. 

I only want to indicate some of the highlights since, as we will see 
later on, all kinds of figures have been quoted in regard to the profits 
now available in retailing. 

There is no question that the rate of profits in relation to sales is low, 
These figures run in the neighborhood of 1, 2, 3, maybe 4 percent. 

However, these figures are not the relevant figures in determining 
the ability of an industry to pay a higher wage. 

If we take the low rate of profits i in relation to sales, then we also 
have to take the very low percentage of wages in relation to sales. 

In other words, all I plead for is to use comparable data and I object 
to what is done very often; namely, to quote the high ratio of wages to 
gross margin, which is approximately 50 percent. 

If we quote this 50-percent figure, then the comparable figure for 
profits would be anywhere in the neighborhood between 14 and 19 
percent. In other words, the ratio of profits to gross margins is also 
much higher than the ratio of profits to total sales. 

I have pleaded before and I would plead again for a dynamic ap- 
proach in assessing the ability of the industry to pay higher wages, 
and the main factors to be taken into consideration in such an approach 
are margins, profits, wages, productivity, and the impact of demand 
on the industry. 

I must limit myself to these statements but I must adda major con- 
clusion of the report. If we take assumptions which are all favorable 
to the industry in the sense that we assume the greatest possible 
impact, then we come to the conclusion that the maximum possible 
price increase due to wages being brought up to the minimum would 
amount to one-half of 1 percent. 

I will come back to any of these points if question arises later on, 
but I want to move on now and briefly point out what has been said 
in criticism of my report and also more importantly, to indicate to 
the committee what new data became aan during the last year. 

Mr. Jones, from the American Retail Federation, has given me 
and I hope it is not too presumptuous to say this 





an indirect en- 








780 MINIMUM WAGE PROTECTION 


dorsement of the validity of the report because, from the record avail- 
able to me, he has only raised three points : 

One is in regard to the estimates which I used from the Depart- 
of Labor. He said that I failed to indicate “that these estimates are 
not derived from actual surveyed material. They are based on judg- 
ment and it is difficult to assess their probable margin of error.” 

Maybe this qualifying sentence should have been added in the 
report, but looking up the meaning of the term “estimate” in the 
Webster Dictionary, I find ‘estimate: the comprehensive term implies 
a personal judgment the significance of which can only be made 
clear by the context.” 

I have not ignoxed, as Mr. Jones said, the question of the accuracy 
of this estimate but I have found, comparing it to all the available 
data, that it is ow the conservative side, as I have indicated in my 
report. 

The second point that Mr. Jones made is that the report is based on 
old and inadequate data and to show this he quotes what I say my- 
self—namely, that it is unfortunate that more recent data have not 
been available. 

I only want to point out that Mr. Jones is certainly aware of the 
fact that I have been quite instrumental in getting the Bureau of 
Labor Statistics survey of retail wages started and I certainly feel 
that the more up-to-date data available the better. 

At no point have I used any old data if new data were available. 

The third point is almost a little bit amusing because speaking 
about “statistical misrepresentation,” Mr. Jones pointed out that 
two series in one of the many tables are not exactly comparable. And 
he adds, “this is explained, although inadequately, in the footnote 
on page 128.” I am quite confident that, if there had been more 
serious objections to the many data and conclusions of the report, 
these objections would have been brought to the attention of the 
committee. 

So I feel justified in saying that the report must stand as it is. 

There has been another objection which was not made directly in 
regard to what I said, but which implies a problem to be taken up, 
and this is the problem, Mr. Chairman, which you mentioned in 
your question—namely, in regard to the reliability of the data on 
minimum standards of living and in regard to the spread which may 
exist. 

I do not remember or recollect the figures exactly but I think a 
statement made to this committee indicated that in New York City 
the clothing allowance was in the neighborhood of $340 and that in 
New York State it was considerably higher r; and I think the figure 
given was several hundred dollars higher. 

This raises the question: How reliable are data based on such wide 
deviations? Here is the answer to the question : 

Every minimum standard of living budget is based on a judgment 
as to what constitutes a minimum. 

In this sense we cannot speak about objective data except that we 
have some objective standards for the minimum of food, for example. 
We also have some objective standards for the minimum housing. 

However, I would say that our own ideas as to what constitutes a 
minimum standard enters as a major factor in determining any mini- 
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mum budget. These remarks did not yet deal with the question of the 
spread in “the fi figures for various budget items. To illustrate this, 1 
took clothing as one example because this was the one field mentioned 
in the testimony given to the committee. I grouped all of the 13 
State budgets which I used for my estimate according to the allowance 
for this item. The lowest is California, with $180.77. The highest 
is New Jersey, with an allowance of $362.32. This again is a very 
wide spread and it raises the same question. What meaning does it 
have to use these figures ? 

My answer is this: In order to minimize the spread I used the 
median figure. 

The median is an average which does not take into consideration any 
extreme deviations. 

In other words, it simply takes that value which divides the series 
into two parts: One-half of the State budgets being above and one- 
half being below the median value. The advantage of the median is 
precisely that it does not take into consideration extremes. 

I may repeat what I said before—namely, that there is an element 
of judgment involved, but it seems to me that the procedure used 
was the best to minimize that element and certainly it does eliminate 
the large spread between the different items. 

Senator Kennepy. With respect to small southern towns where the 
prevailing wage is a good deal lower in the community; housing is 
much lower; clothing, I suppose, would be lower; food is, I suppose, 
somewhat cheaper, and many of them are surr ounded by areas which 
are agriculturally productive—would you think that the cost of living 
would be substantially lower ? 

Dr. Buom. In small communities as compared to large communi- 
ties ? 

Senator Kennepy. Yes; particularly in the South where you have 
a climatic condition that might make it cheaper to live. 

Dr. Brum. I think we have a perplexing situation—namely this: 
all available data show that there is no systematic, consistent dif- 
ference. Yet, most of our experience would indicate that there is 
some difference between living in a small town, and in a large city. 

I think the perplexity of the situation can at least partly be ex- 
plained, if we realize that we deal here with two phenomena. We 
deal with a difference in the plane of living, and a difference in pricing 
of an identical budget. 

If you take the prices to be paid for identical items in small com- 
munities, as compared to large communities, the differences are not 
too great and, though there are some items available at a lower price 
in a small community, others are higher priced because there are 
transportation costs to bring them from the main industrial centers. 

I think it is possible to live equally well—and we should put that in 
quotation marks—in a small community with a little bit less money 
because you live differently. For ex ‘ample, you do not wear the kind 
of clothes that you wear in a big city. 

I think the difference is in the plane of living and it seems to me an 
extremely difficult thing to pin this down because we deal here with 
the whole question of psychic satisfaction besides dealing with that 
of comparable economic standards. 

All I can say in regard to the available data is that we do not have 
any major evidence of consistent differences. 
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Senator Kennepy. Large communities, as compared with small 
communities, or North or South? 

Dr. Brum. That is correct. Of course, if we take cities alone, we 
find certain cities in the South with higher cost of living than certain 
northern cities. 

In other words, the pattern is not at all consistent if you compare, 
for example, South and North in one and the same plane of living or 
kind of community. 

Senator Kennepy. Do your figures show any pattern of variance as 
to the wage level in retailing in small or large towns, or North and 
South? You may recall the statement was made by the Chamber of 
Commerce witnesses, in the case of Virginia, that they had stores in 
a large city and in a small town within a short distance of each other, 
yet the wage level was substantially, about 20 percent, different. 

Would that difference be based on a cost-of-living variance or is it 
due to the fact that the prevailing wage changes that much within 
that short a range of geography ? 

Dr. Buum. The evidence which I intended to present to the com- 
mittee is not clear-cut. My own findings, based on very scattered 
data, which are not at all representative, have shown that there is a 
tendency for wages in smaller communities to be lower than in larger 
communities. 

However among the new data available is the report which is pre- 
pared by Dr. Sar A. Levitan on “Application of Fair Labor Standards 
Act to Retail Trade,” to which I will refer more later on, and Dr. 
Levitan found, to quote, “that the size of the community has little 
effect upon wages in retail trade.” 

Senator Kunnepy. Dr. Levitan is with the Library of Congress, is 
he not? 

Dr. Brum. Yes. So I would say as far as I can see the evidence 
is not clear-cut. But I will come back to that in a different. context. 

If I may turn now to the new data which are available and which are 

rtinent to the task of this committee, and to the decisions to be made 
in regard to minimum wage legislation, there is, first, the study which 
I have just mentioned by Dr. Levitan, which is entitled, “Application 
of Fair Labor Standards Act to Retail Trade.” There is a second 
study which I feel is important, and that is the just-published study 
by the United States Department of Labor entitled “Studies of the 
Economic Effects of the $1 Minimum Wage.” 

I would like to summarize, because this is all I can do, those data 
which I do feel are of immediate significance for the deliberations of 
this committee, and which I will partly use later for my own conclu- 
sions. 

The Department of Labor has reported, and these are preliminary 
findings based on the short-run effects—short-run effect meaning the 
effects up to December, 1956. 

First, that there were no substantial changes in the economic posi- 
tion of the Nation as a whole. I may add, that these findings refer 
to the impact of the minimum wage legislation passed by the Con- 
gress in 1955—legislation which raised the minimum to $1 an hour. 

Second, the Department of Labor found that this legislation has not 
resulted in an increase in hourly earnings of high-paid employees 
proportionately to the increase in earnings of workers previously 
paid less than $1 an hour. 
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And third, the Department of Labor study has shown some evi- 
dence of loss of jobs resulting from the minimum wage, but no indica- 
tion of the overall extent of such loss. 

The findings in regard to loss of jobs are based on specific reports 
on the adverse effects during the first few months. The Department 
states that the most significant result is the small number of reports 
in regard to adverse effects which it received. One hundred and 
fifty plants involving 12,000 workers are covered by these reports. 
Out of these 12,000, 1,800 workers may have been discharged as a 
result of the minimum wage. 

Almost one-fifth of the reports were in southern sawmills, one-fourth 
in the apparel industry. The remainder was scattered over a wide 
variety of industries. The report also indicates that there may have 
been a small amount of rehiring after March 1. 

Other effects which I have only time to mention are price increases 
for some products of low-wage industries but not for others. 

Also, some increases in earnings of workers were noted. Finally, 
there was a general narrowing of wage differential, particularly be- 
tween regions, occupations and plants of different sizes. 

Most important among these findings, as regards the decision to be 
made in regard to retailing, is the impact on employment which 
resulted from the $1 minimum wage. 

I would like to put these figures into a context which makes them 
more meaningful for this committee. 

In southern sawmilling a total of 400 workers might have lost their 
jobs as a result of the $1 minimum wage. 

In southern sawmilling, however, there were 38 percent of the em- 
ployees below $1 an hour before the $1 went into effect. 

In apparel, there are somewhat less than 500 workers who might 
have lost their job, yet in apparel there were 30.9 percent of the 
workers below $1 at the time the bill became effective. 

This shows that the effects of the $1 minimum were quite insignifi- 
cant because there were 2 million workers whose wages were increased. 
The reports indicate that a total of about 1,800 people out of 2 million 
people might have lost their jobs. The second set of new data which I 
want to summarize briefly are those of Dr. Levitan. 

I only want to summarize those new findings which are directly 
relevant here. 

First, Dr. Levitan found that annual earnings in retail were lower 
a in all other major nonagricultural groups except for the service 
trade. 

He also found, second, lower average hourly earnings and, third, 
he found that the average hourly relative increases in retailing, in his 
own words, “compare favorably to those in manufacturing.” 

For the period 1939 to 1955, he found an increase in the hourly wage 
rate in retailing equivalent to 177 percent. In manufacturing, the 


increase was equivalent to 197 percent. In wholesaling it amounted 
to 167 vee 
l 


I will comment on this a little bit later. 

The fourth finding concern a number of very valuable data on 
wages in relation to the size of the establishment. These are data to 
which I want to come back later on in assessing the impact of dif- 
ferent proposals for coverage of retailing on the industry. 
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Dr. Levitan has also shown, and this is the fifth point I wanted to 
summarize, that the average weekly wage differentials in the major 
groups in retailing are appreciably narrower than in manufacturing, 
and, six, he has found that the relative magnitude of regional wage 
spread is narrower in retail trade than in manufacturing. 

The seventh point is that the size of the community has little effect 
upon wages in retail trade. 

There are two more important findings which I will use later on, 
namely, findings in regard to the incidence of part-time work in retail- 
ing, which shows that part time is more a function of the type of 
business rather than of size. 

There are also valuable data on productivity which I will use 
later on. 

I should like to point out that there seems to be a divergence 
between Dr. Levitan’s findings and my own. Dr. Levitan states that 
the increase in retail wages has been good, comparable to manu- 
facturing. 

I however stated that “whereas in 1939 the earnings of the manufac- 
turing workers were only 5 percent higher than those of the worker in 
retailing, in 1954 the average production worker in manufacturing 
received a paycheck 25 percent larger than the average retail 
employee.” 

The difference between these findings is due to the fact that Dr. 
Levitan uses average hourly earnings and I used weekly earnings. 
The difference is therefore accounted for by differences in the number 
of hours worked at different periods of time in these different 
industries. 

I should like to discuss now—in the light of these findings—some 
of the major objections which have been voiced to this committee in 
regard to the ability of retailing to pay the suggested minimum wage 
of $1. 

I first want to comment in general terms in regard to the evidence 
submitted. 

We find in Mr. Jones’ testimony the following statement “I would 
like to direct the subcommittee’s attention to the witness who will 
follow me. He is a gentleman from Michigan who will give the 
committee actual facts and statistics from his own business, which 
prove the arguments which we have labored to put before the Con- 
gress.” 

The testimony which follows, given by Mr. Priehs, scarcely has one 
figure which has any relevance whatsoever to the problem under con- 
sideration by this committee. It is a report on his own firm, which 
does not even raise the question as to what extent that firm is repre- 
sentative for the industry as a whole. 

I think that the device of using one company to illustrate a situation 
has many advantages and it is useful because it highlights the situa- 
tion in a conerete way. But if one uses one firm, one has at least to 
deal with the question of how representative that firm is for the 
industry. 

Furthermore many of the assumptions which are made in Mr. 
Priehs’ statement are irrelevant. 

For example, Mr. Priehs assumes that all wages have to be raised 
if those below the minimum are brought up to a $1 minimum. The 
new evidence of the $1 minimum wage, in addition to all the previous 
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evidence, indicates some pressure exercised on the whole wage struc- 
ture, but the effects of this are not proportional to the increase below 
the minimum. Wages above the minimum have never, so far, been 
increased proportionally to those below the minimum. 

Though Mr. Priehs has indicated that he only speaks for his own 
firm he makes—at the end of his testimony—very broad statements 
like this: “Retail prices will be raised in excess of 10 percent.” This 
statement, I note, does not refer any more to the particular company 
but this is a general conclusion which is based on an increase, I think, 
of 814 percent for this particular company. 

I wish that the figures which have already been submitted to this 
committee would have been taken a little bit more seriously and I 
wish that before such a statement was made, an attempt had been 
made to disprove the data submitted; namely, that for the country 
as a whole, the maximum possible price increase was one-half of 1 
percent. 

Turning now to specific objections, I first want to talk about some 
points made in regard to the nature of the industry. 

There are two major points which come up again and again. 

First, is retailing local ¢ 

It would take, of course, too long to deal with this question in 
detail. I simply want to say it is difficult to consider an industry to 
be local in nature if 12 percent of the number of stores account for 
about 50 percent of the total sales, if there are the well-known giants, 
if the number of firms with sales of less than $100,000, though they 
account for two-thirds of the number of stores, only account for 30 
percent of the total volume of sales. It seems to me that retailing is 
undoubtedly not local in nature if we take the structure of the indus- 
try and the organization of industry as a criterion. 

It is, of course, obvious that retailing is local if we take sales as the 
only criterion. 

The interesting aspect of the proposal made by the Secretary of 
Labor seems to me that he takes purchases as a criterion to establish 
the interstate-intrastate character of retailing. This is an acknowl- 
edgment that other criteria—besides sales—are significant to deter- 
mine the nature of retailing. And there is no question that if we 
take purchases as a criterion for the local or interstate character of 
retailing, that retailing is not by any means a local industry. 

We have to leave this whole question to the commonsense and to 
the insight of those who choose criteria. Different criteria can be 
legitimately chosen for different purposes. 

I do not say at all that—in certain context—tretailing should not 
be considered local. Obviously it has to be. But it depends upon the 
context. 

The second point often made is that retailing is less seasonal than 
other industries. This point has been made, for example, by Mr. 
Mahing in his testimony. He said that retailing provides more steady 
employment and, hence, wages are, so to speak, naturally somewhat 
lower. 

I want to give only one figure in regard to this statement. The 
work experience of the average employee in retailing, in 1954, was 
1,600 hours per year. The work experience of the average employee 
in manufacturing was 1,800 hours. 
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In other words, the average worker in retailing, in regard to the 
work opportunities which he had in that industry was worse off 
and not. better off than the average employee in manufacturing. 

We are furthermore, told repeatedly that retailing provides jobs 
for women, for the inexperienced, for the unskilled, for young peo- 
ple. As a matter of fact the median age in retailing is not signifi- 
cantly different from that, in manufacturing—as the Department of 
Labor has shown. In looking over the testimony given to this com- 
mittee the major point made again and again refers to the question of 
productivity. There are innumerable statements in the record saying 
that the extension of the act will not increase productivity, indicating 
that hourly earnings are already increasing at a faster rate than is 
productivity. These statements point out that wages cannot be in- 
creased unless there is a corresponding increase in productivity and 
since employees in retailing are considered to be more on the low pro- 
ductivity side than on the high productivity side, the inference is 
that it is not possible to increase the minimum without doing serious 
damage to the industry. 

Now, I would like to point out first a few of the facts in regard to 
productivity : 

The fact is, No. 1, that our data are not too reliable. I have given 
all the data of which I was aware, showing increases in productivity 
varying from 1.1 percent a year to over 2 or 3 percent a year. 

The fact also is that those who say that hourly earnings are already 
increasing at a faster rate than is productivity are right if they take, 
let’s say, the last 10 years as a basis for that statement. 

But during these last 10 years the overall profit position of the in- 
dustry has not worsened. It is true that there are certain declining 
trends in margins, but this has to do with concentrations and in- 
increase in volume and has been considered as healthy in an article pub- 
lished by Fortune magazine. The main conclusion to be drawn is 
this: If it is possible for an industry for 10 years to increase wages 
much more than the alleged increase in productivity, then the close 
relationship between wages and productivity breaks down. 

I think that the unreliability of the data is more to blame for this 
breakdown than any fault in the underlying reasoning. 

However, the major shortcoming—and this is a point I want to 
stress very strongly—of the testimony on productivity, which I have 
seen, is this: 

Productivity data are based on the number of workers in relation 
to the annual sales volume. 

It may be necessary to base productivity data on this ratio because 
other data are not available. But this ratio does not say anything 
about the productivity of labor in retailing. It does not indicate at 
all what the productive contribution of the employee is, unless it is 
assumed, and I would personally reject that assumption, that man- 
agement makes no contribution whatsover to productivity. 

How much an employee in retailing can sell does depend, of course, 
to some extent upon the person, upon the training, upon the interest 
of the person in the job, and so on. But it most certainly is also 
affected by management practices, by advertising, by the ability of 
management to offer the kind of merchandise which is attractive, 
etc. 
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In other words, all the productivity data which have been quoted 
have nothing to do with the productivity of labor in retailing; they 
only indicate the relationship between total sales and the number of 
people employed in retailing. 

In order to show to what kind of inconsistencies this approach led 
some of the witnesses, 1 want to quote what Mr. Sydnor said when 
he was asked why wages in variety stores were so low. 

Senator Kennepy. Mr. Sydnor? The representative of the Cham- 
ber of Commerce? Mr. Sydnor. 

Dr. Bium. I am sorry. 


He said variety stores are toward the low end of the scale for the 
reason that they have gone further in the direction of using what 
is known as self-service techniques in retailing where the clerk is 
called upon to do less individual performance in effecting a sale. 

Now, this is exactly the opposite of what one would expect from 
the productivity theory. Mr. Sydnor says in effect that less labor 
is needed per sale in variety stores than in other stores, because of 
the prevalence of self-help service; but if you use less labor per total 
sale, you should have a higher wage, not a lower wage. This is only 
one example to show that most of the material on productivity sub- 
mitted to this committee is totally irrelevant because it does not 
measure labor productivity. 


Senator Kennepy. It does not what? 

Dr. Brum. It does not measure the productivity of the employee 
in retailing. It is simply a figure giving the ratio between total sales 
and number of employees. This ratio is affected by all the factors 
which influence the conduct of the business; it does not measure the 
contribution of the employee to the total enterprise. Is this point 
clear ? 

Senator Kennepy. I suppose you might argue that as self-help or 
self-service becomes more prevalent, the demands on the employee 
become substantially less. He has less responsibility for sales. 
Therefore, since his sales skill may be less, there is no need to pay him 
as much because it is possible to get an equally satisfactory substitute 
at less pay. 

Dr. Bium. Yes. I think this is a good argument, but this argu- 
ment contradicts the statement that the wage is the higher, the higher 
the productivity measured in terms of ratio of sales to employee. 

My point is that you cannot measure the productivity of the em- 
ployee by relating total sales to the number of employees. And this 
is the measure which has been consistently taken as the basis for 
indicating that wages cannot be increased because there are limita- 
tions in increasing total sales in relation to the number of employees. 

I would say that the point which you mention, and all the other 
points or practices of business, affect that ratio. 

I think it is sound to say that there must be a relationship between 
productivity and wages, but we do know from experience that this is 
not a one-way relationship but a two-way relationship. 

It is not only true that low wages may express low productivity, 
but it is also true that productivity may be low because wages are 
low and hence the incentive for increasing productivity is missing. 

Senator Kennepy. In your survey you nas reference to Fortune’s 
survey of the productivity of the workers and the relatively limited 
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emphasis that retailing had put on attempting to train its employees 
to increase their productivity. I thought that was of some significance. 

Dr. Brum. It seems to me that these are data which are certainly 
significant for this point of view. There is another point which 
Fortune magazine makes in this context, and that is that firms which 
pay higher wages usually had higher productivity and better sales. 

It seems to me that there is an interesting relationship that should 
be noted. My report quoted that— 

In the course of Fortune’s research and retailing, special effort was made to 
find out what stores were most conspicuously ahead of the competition on such 
eold figures as turnover rate, gross sales increases, transactions per salesperson. 
Not surprisingly they turned out to be precisely the stores that have had the 
most enlightened pay and training policies. 

That seems to me to summarize very well a significant relationship. 

I see the time is progressing ; maybe I should cut down my testimony 
somewhat and summarize the main point and leave the details up for 
questioning. 

I want to mention in passing that. another objection which has. been 
made repeatedly is that the States could do what the Federal Govern- 
ment intends to do. 

I have compared the data which are given in the staff report and the 
most recent data submitted by the Department of Labor to this com- 
mittee in regard to the number of States which have now effective 
legislation covering employees in retailing. 

There are only 22 States which, in March 1956 had an average mini- 
mum rate of 68 cents. These figures show clearly that the performance 
of the States is inadequate. It is true that the figure of 68 cents has 
to be raised because minimum wages in a number of States have been 
raised since this estimate had been made. 

Colorado, Minnesota, Rhode Island, Utah, Arizona, and Wisconsin 
are among the States in which the rate has been raised, and New York, 
too, if I have not mentioned it already. 

Before moving on to the question of what are the major issues that 
have to be decided in the lhght of this material, 1 want to mention 
very briefly that I look at economic analyses as a tool to indicate the 
price which has to be paid for legislation or for leaving things as they 
are, 

I do not feel that economics has any ultimate yardsticks to tell 
us what is wrong and right and what we should do and what we 
should not do. 

I consider that only ethical standards and considerations are ap- 
propriate to make such decisions. 

However, in order to make intelligent decisions we want to know 
what price must be paid. A price is to be paid for leaving things as 
they are and a price must be paid for changing things. Hence, the 
basic question is: what are the criteria, what are the yalues which we 
might use to evaluate the proposed legislation / 

It seems to me that one of the basic choices that has to be made 
by this committee is whether it is going to enact legislation which 
is designed to help those almost 6 million employees who are in re- 
tailing to make a living, or whether it is designed for the 1.5 million 
employees who work only part time in retailing. 

The point has been made again and again that the employees in 
retailing really do not need to have a minimum budget because they 
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just work there to earn some pin money. This applies only to a small 
fraction of the employees and not to the industry as a whole. 

Another decision which has to be made is whether the objective 
of the act namely to eliminate substandard conditions to the extent 
to which employment opportunities are not curtailed—is to be taken 
as seriously as I think it should be taken. 

I assume, Mr. Chairman, that the committee would like to have 
some indication of the repercussions of enacting any one of the pro- 
posed delineations for the dollar minimum. 

One proposal was made to include all those establishments which 
buy over $1 million worth of merchandise across the State lines and 
who at the same time employ 100 employees. 

Another proposal has been made, to include all establishments 
with more than $500,000 sales, or with more than four units in one 
firm. 

The basic data which give some idea of the effects of these dif- 
ferent criteria, are contained in Dr. Levitan’s report. Dr. Levitan 
had access to the 1954 census data which were not available when the 
staff report was submitted, and hence gives more accurate informa- 
tion than the staff report. 

I should like to give first the basic data to the committee. 

Firms with sales over $500,000 amount to 3.1 percent of the total 
establishments in retailing. 1.2 percent of these 3.1 are firms with 
sales of $1 million or more. The $500,000 criterion would include 40.3 
percent of the total sales. This is broken down in 27.5 percent for 
establishments with sales of more than $1 million and 12.8 percent for 
establishments with sales between $500,000 and less than $1 million. 

In terms of payrolls, a total of 42.9 percent would be included, 
and this figure is divided in 29.9 percent for firms with sales of a 
million dollars and more and 13 percent for firms with sales between 
$500,000 and less than $1 million. 

In terms of the total number of employees, 36.8 percent of the em- 
ployees in retailing would be included. This figure is divided in 25.6 
percent which would be included if the criterion was $1 million sales 
and over, and an additional 11.2 percent if firms between $500,000 
and less than $1 million are added. 

In terms of employees, working during a specific workweek, the per- 
centages are very close to those for the total number of employees. 
Instead of 36.8 we get 37 percent. 

The suggestion made by the Secretary of Labor would include 
firms with purchases of a million or more. 

Now, in terms of sales, this is likely to amount to sales between a 
million and a half dollars and a million six hundred thousand. 

The exact ratio between purchase and sales values differs. It dif- 
fers, first, according to the mark-up rate. However, I do not think 
that this will account for the major variation in the ratio. Second, it 
differs because the percentages of merchandise coming across the 
State line will be different for different establishments in different 
States. 

I do not think that it is possible to indicate an exact figure. But 
I would say that a million and a half in terms of sales is a conserva- 
tive estimate of the number of firms included according to the propo- 
sal made by the Secretary of Labor. 
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This would mean that the percentages given here for establish- 
ments, sales, payrolls, employees, of firms with sales of $1 million and 
over, overestimate the coverage suggested by the Secretary of Labor. 

To summarize, I may indicate that the million sales criterion would 
include one point two (1.2) percent of the establishments, 27.5 percent 
of the sales; 29.9 percent of the payrolls, and 25.6 percent of the 
employees. 

he Morse bill, on the other hand, also provides that firms with 
more than four units would be included into coverage of the act. 
This provision would increase the number of firms included because 
6 percent of the total establishments in retailing have 4 or more units. 

In other words, instead of including 3.1 percent which would be 
included on the basis of a $500,000 sales criterion, approximately 3 
percent more establishments would be included. 

These figures may give some idea of the implications of various 
proposals made. The Secretary of Labor has estimated, and I am 
sure that the data which will be submitted will clarify this estimate, 
that 2 million people in retailing will be included if the proposal of 
the Secretary of Labor is accepted. 

It seems to me that this is likely to be at the upper range of an 
estimate rather than at the lower range. In other words, I would 
assume that if the precise data become available, this figure, if it is 
changed, will be reduced rather than increased. 

I base this assumption on the fact that in 1954, in establishments 
with sales of $1 million and more, 1,733,000 employees were working. 

Since we have a sales criterion of at least $114 million, it is likely 
that the 2 million figure has to be reduced. 

It must be recognized, on the other hand, that more employees are 
working in the retail industrv since these data became available. 
There are, furthermore, not only more employees in the industry, but 
the concentration in retailing is increasing, which means that there 
is a relatively larger percentage of employees added to the larger 
stores as compared to the smaller stores. 

This would be a factor which would increase the number of em- 
ployees to be included in the coverage of the act. 

It is difficult to say exactly what the final result will be. But I 
would say that 2 million is an overestimate rather than an under- 
estimate. In terms of an order of magnitude, the 2 million figure is 
a good approximation. 

Senator Kennepy. Dr. Blum, I think the Secretary suggested that 
400,000 people would be affected by his suggestion. 

Dr. Buum. Yes. 

Senator Kennepy. Based on the surveys you made, of course you 
only had 1955 figures, but assuming an increase in wages, in these 
larger stores, would you think that they would be affected very much? 
Do you think there are many people getting very much less than a 
dollar? Do you think many of these 400,000 are getting very much 
a han a dollar, or do you assume their wages are pretty close to 
that ¢ 

Dr. Brum. I would feel that the 400,000 estimate is as good an esti- 
mate as can be made today. 

As I looked up the figures—and of course I do not know what the 
basis of the estimate was—it seemed to me that the basis of the present 
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estimate was the estimate made by the Department of Labor a year 
ago in regard to the number of employees in multi-State stores. 

The figure given then was 425,000 people who were below $1. ; 

Now, I would assume that the figure has been reduced from 425,000 
to 400,000 because there has been an increase in the average wage in 
retailing. 

Senator Kennepy. How many of those 400,000 are receiving less 
than a dollar? You have no information on that? 

Dr. Bium. You mean how much less than one dollar ? 

Senator Kennepy. Are most of these 400,000 getting a dollar an 
hour ¢ 

Dr. Buum. Well, the information on that is only partially available. 
We do have percentages of employees below 75 cents. Five percent 
of the employees in multi-State stores are estimated to be below 
75 cents. 

Senator Kennepy. That was when ? 

Dr. Brum. That was 1954. 

Senator Kennepy. In multi-State units. In other words, this is 
approximately the same group which is covered by the new proposal. 

Dr. Brum. The language is different and the approach to coverage 
is different, but the relative share of retailing which is covered is 
essentially the same as proposed before. 

I would assume that the difference in language is due to the fact 
that some of the difficulties which arise if legislation is in terms of 
multi-State units are eliminated by the new purchase criterion. 

Senator Kennepy. Have you reached any conclusions as to whether 
multi-State units’ wages have been increased since 1954% We are 
trying to bring those figures up to date. Do you have any percentages 
of increase ? 

Dr. Brum. I am not sure I will be able to give you a percentage 
right now. I do not think I can give you an exact percentage now. 
You mean between 1954 and 1955? 

Senator Kennepy. Between 1954 and today. We are trying to find 
out how many of these people would be affected very substantially by 
the Secretary’s proposals. If 5 percent were getting less than 75 
cents 

Dr. Buum. I would say 5 percent is a safe upper limit, to reduce 
the figure by 5 percent. 

That would correspond to a 5 percent increase in the wage level. 
This is approximately, the percentage that has been used in reducing 
the number of employees earning less than $1 from 425,000 to 400,000. 

Senator Kennepy. Would you say 5 percent are getting less than 
75 cents ? 

Dr. Brum. I understood you wanted to know 

Senator Krennepy. That is right. 

Dr. Buum. How many get how much less than $1? The answer is 
5 percent got less than 75 cents. This means that there are very few 
employees who get now less than 75 cents. In 1954 there were 15 per- 
cent earning less than 90 cents an hour. Now we may estimate about 
10 percent earning less than 90 cents an hour. 

And we had 25 percent earning less than $1. Now we may have 
about 20 percent earning less than a dollar an hour. 20 percent of 
2 million is again 400,000. 
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Senator Kennepy. But the majority of that 400,000 are probably 
getting 90 cents or above now? 

Dr. Buum. About one-half of those who are below the one dollar 
minimum would be between 90 cents and $1, and about one-half would 
be between 75 cents and 90 cents. 

Senator Kennepy. Thank you. 

Dr. Buum. I want to address myself to a question which is an im- 
portant question but on which not too many data are available. 

Senator Kennepy. How many people do you think were affected 
by the increase of the minimum wage to a dollar? 

Dr. Buum. You mean 

Senator Krennepy. In the bill which passed two years ago. 

Dr. Buum. We have the data here. The total percentage for the 
United States as a whole was a little over 10 percent. 

As the staff report indicates—on page 18—it was 10.2 percent of 
the employees in manufacturing industries. Two and one-tenth mil- 
lion employees received wage increases in the United States; in man- 
ufacturing, 1.6 million. 

Senator Kennepy. People who had their pay increased directly. 

Dr. Buum. That is correct. Now, for these people, we have data 
showing the immediate effect of the minimum w age on employment. 
I felt it important to consider these data which show that in the in- 
dustries most affected the effect of the $1 minimum was very small. 
I would like to point out that whereas the average for the United 
States was 10.2 percent, the relative number of people below $1 an 
hour in the two mdustries most affected was over 30 percent. 

The data which we have shown therefore a small impact on those 
branches of the economy which had the relatively largest increase in 
the minimum wage when the $1 minimum was enacted. 

I want to raise now another question, namely, What data do we 
have which would allow us to draw some conclusions from the impact 
of a dollar minimum in retailing on those firms which would not be 
included in the coverage of the act ? 

As I indicated, the available data are rather sketchy. Relevant 
are, first, whatever insight we have in regard to wages as compared 
to size of establishment. 

In the staff report it was indicated that there is a certain tendency 
for wages to be higher as the size of the establishment is larger. 

The data which Dr. Levitan has worked out confirm this. They 
show, furthermore a rather clear-cut trend in that direction, except 
that wages in the largest stores are lower than those in the second 
largest category of stores. 

In other words, we may visualize a line which goes straight up 
but then declines for the largest stores. 

This curve may be partly explained by the fact that we do have, in 
the limited-price-variety field, some very large firms, and also very 
low wages. 

The fact remains, however, that the larger firms pay relatively 
higher wages. But it is also a fact the branch of ret: viling which has 
relatively low wages, namely, limited-price variety stores, is also a 
branch with many ‘large stores. 

In spite of the tendency of wages to be higher in the larger estab- 
lishments, we still find between 400.000 and “half a million people— 
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depending upon the criterion for coverage—who earn less than a dol- 
lar, even if legislation is limited to the largest branches in retailing. 

The second set of data which are relevant refer to productivity. 
Productivity data are important in raising the question, What would 
happen to the smaller stores if the larger stores had to pay higher 
wages / 

Produe tivity again follows a curve. It is increasing as the size of 
the store increases and then it declines. 

There is a difference in the data available. The data used in the 
staff report indicate a point at which productivity declines earlier 
than shown in the data which were prepared by Dr. Levitan. 

The data which were used in the staff report were those of Dr. 
Barger, published in Distribution’s Place in the American Economy. 
They are based on the number of employees per store. They show 
that sales per person increase from $4,900 per employee for stores 
with no employees, to $7,900 per employee for stores wih 8 to 9 em- 
ployees; and from there on sales per employee decline. 

The data of Dr. Levitan show that productivity increases up to a 
$2 million annual sales range. Then productivity decreases. Since 
stores with 8 to 9 employees, as a rule, do not have 2 million in sales 
or over, the turning point is higher according to Dr. Levitan’s data, 
We must therefore, state that we do not have productivity data 
which indicate clearly where the decline comes. But we can say that 
many smaller stores have, on the whole, higher productivity ratios, 
and are therefore not likely to be detrimentally affected by an increase 
in the wages for the larger stores. 

Now, the conclusion which I would draw 

Senator KenNepy. Now, just before you do that, I think you were 
about to talk about the Morse bill when I interrupted you before and 
questioned you on $500,000 in sales and units of four or more stores. 
Now, is it your opinion from your statistical study concerning these 
stores, that is, the stores which will be covered under the Morse bill 
but not covered under the administration proposal, that they are as 
able to maintain and sustain an increase as the stores to be covered 
by the administration formula? 

Dr. Bic. Yes, I would answer this question by saying that there 
is no evidence to show the contrary. 

I have compared profit statements and I have found that the situa- 
tion varies so much that I hesitate to give one figure in regard to 
profits. But all the data which I have examined show a great adapt- 
ability of retailing to different situations. 

For example, if we limit ourselves for the time being to limited- 
pric e variety stores and department stores—they, of course, would be 
included into the coverage of the act—their operating statements for 
the last 10 or 15 years show-all kinds of changes in the ratio of wages 
to gross margin. 

For some years there is an increasing trend of w ages to gross mar- 
gins. In other words, the relative scale of wages has increased. 

However, during the same years profits were not reduced, During 
other years that ratio increases and profits are reduced. 

The retail industry has undoubtedly shown a great ability to adapt 


to circumstances which have changed considerably during the last 20 
or 30 years. 
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I do see nothing in the record, and in the data which are available, 
which would show that the retail firms affected by the proposed legis- 
lation are not able to adjust to a $1 minimum wage. 

I would say however that, speaking from an economic point of 
view, about two-thirds of the firms should be excluded from legis- 
lation. 

These would be the firms with sales of $100,000 or less. At this sales 
range you get into all kinds of small stores. 

There is, of course, a question of judgment involved. How far do 
you go beyond the $100,000 range which I would consider the lower 
limit? 

None of the legislations proposed would include more than 6 per- 
cent of the total number of stores. The Morse bill would include 
6 percent because it includes stores with more than 4 units. 

On the basis of the $500,000 criterion alone, it only includes 3.1 
percent. 

All I can say is that the evidence available in terms of the capital 
structure of those companies and in terms of the operating per- 
formance in the last 15 years, does not show major difficulties for the 
industry to adapt to a $1 minimum wage in the larger establishments. 

I am opposed to mechanical comparisons of profits and wages. 
But let us quote some figure to illustrate the situation of limited-price 
variety stores and department stores. Let us look at profits before 
taxes, because it does not make any sense to quote profits after 
taxes in assessing the ability of the industry to pay higher wages. 
The net earnings during the last 5 years were on the average at least 
twice as high as the maximum possible estimate of the impact of a 
$1 minimum on the wage bill assuming no compensatory changes at 
all. 

In other words, if we would assume that for all limited-price variety 
stores and all department stores the wage bill would increase in the 
neighborhood of 10 percent, which is undoubtedly an overestimate, 
and if we would assume that this whole increase in the wage bill had 
to be absorbed—which would mean an increase in the ratio of wages 
to and sales of about 1 to 1.5 percent—the available profit margin 
would be between approximately 5 and 7 percent. 

As I said, I do not feel that these mechanical comparisons are too 
valuable. I do feel it is more important to look at the picture in a 
dynamic context because we do not know offhand whether a reduction 
of profits of 1 or 2 percent may be damaging in certain situations 
whereas it may not be damaging in others. Looking at the situation 
from a dynamic point of view all I can say is this: I am somewhat 
amazed that the ability of our economic system to adjust and to give 
to all a minimum standard of living is questioned whenever it comes 
to increases in minimum wages. 

I have much greater faith in the ability of the economy and the 
retail industry to be able to adjust to minimum standards. I admit 
that these things should not be based on faith alone, but to the extent 
to which the data are showing any limitations to this ability, I am not 
aware of the data and I am particularly not aware of the American 
Retail Federation having submitted any data to this committee which 
would contradict anything that was said in the staff report. And 
that report showed clearly that, on the basis of the available evidence, 
the retail industry can pay minimum standards. 
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It seems to me that it would have been much more important for 
the American Retail Federation to address itself to that question 
rather than to question the incompleteness of a footnote. 

Senator Kennepy. Do you think that the number of employees, as 
the administration has recommended, is an important standard for de- 
termining coverage? Is it your opinion that it is dollar volume rather 
than the number of employees which should determine whether an 
enterprise might be covered. 

Dr. Buum. My personal preference is for dollar volume because a 
firm will not watch the dollar volume in the sense of not selling more 
in order to avoid coverage. But if the criterion chosen refers to the 
number of employees, in that case somewhat more attention given to 
employment. There may be a tendency to reduce the number of em- 
ployees, as the critical number is being approached. I would, there- 
fore, say offhand, that a dollar volume figure would be preferable, but I 
would also say that more thought should go into deciding this question. 

I would like to add one comment, Mr. Chairman, on the question of 
hours. 

This is an important aspect of the proposed legislation. The data 
which we have indicate that the percentage of people now working 
more than 40 hours is over 50 percent in retailing. This figure is 
based on the most recent data which have been submitted by the De- 
partment of Labor. They show that 52 percent of retail employees in 
1950 were working more than 40 hours, 

This percentage has to be reduced because the trend of the number 
of hours worked over 40 hours has been declining over the last 5 years, 

In 1955, the most. recent figure for both wholesale and retail is 
43.8 percent of the employees working 40 hours or more. I assume 
that the 52 percent figure has been given because it is for retailing 
alone, whereas the more recent data are for retailing and wholesaling. 
The table submitted by the Department of Labor also shows that about 
30 percent of the employees work between 41 and 48 hours. 

Eleven percent work between 49 and 59, and 11 percent work 60 or 
more. 

These figures indicate that the adjustment which the industry has 
to make in order to reduce the number of hours to 40 is a substantial 
adjustment. 

Senator Kennepy. Is a substantial adjustment? 

Dr. Brum. Is a substantial adjustment. There is no question about 
this. I think, however, that it has also been shown that this adjust- 
ment can be made because, in certain parts of the country, the adjust- 
ment has been made and no data are available which would show that 
the adjustment was made to the detriment of the company or of the 
employees involved. 

However, it seems to me that in terms of the magnitude of the ad- 
justment involved, it would be wise to give to the industry some time to 
adjust to a reduction of hours to 40; maybe reduce them immediately 
or after 1 year to 44; then give 2 years to reduce the number to 42; and 
another 2 years to reduce them to 40. 

In other words, it seems to me that it would be in the interest of all 
concerned to reduce the number of hours gradually, though there is no 
doubt that the number of hours should be reduced. 

All the arguments which I have seen against a reduction in the 
number of hours really amount to saying that one firm cannot do it on 
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its own. If one firm would do it, and another firm would be allowed 
to keep the store open longer without paying overtime, its competitive 
situation would be affected. This seems to me an argument in favor 
of Congress reducing the hours because the only way this can be done 
is through legislation and I see no reason at all why it should not be 
done. 

Senator Kennepy. What would be the effect of the reduction in 
hours on take-home pay? Obviously it is possible to get part-time 
employees and, since the company would be disinclined to pay pre- 
rium pay at time and a half, would there not be a reduction in take 
home pay of these people / 

Dr. Brum. For about 11 percent of the employees involved, the 
reduction in pay would amount to something close to one-fifth because 
they now work 48 hours or more. 

In other words, the reduction in pay would be a factor that would 
strongly affect 10 percent of the employees. For those who are now 
working 42 hours, the reduction in pay would be considerably less. 
There may be a reduction of something like 5 to 10 percent. 

This estimate assumes that the hours are being reduced without 
overtime being paid, and that the adjustment is being made in terms of 
office hours, hours of shop opening, and so on. 

Senator Kennepy. As to the large stores with union agreements 
which provide for time and a half after 40 hours—are those stores pay- 
ing time and a half or are most of them bringing in other employees? 

That question could be directed to Mr. Barkin, but I didn’t know if 
you had some information about that. 

Dr. Brum. The data which I have here refer to provisions for over- 
time pay—not to actual overtime pay—so they would not be relevant 
to this specific question. 

Senator Kennepy. Perhaps we can go into it with Mr. Barkin. 

Your recommendation, however, is that you feel that the subcom- 
mittee should take some action on overtime, even though the Secre- 
tary recommended that we take no action at this time ? 

Dr. Brum. I definitely feel so, and I think there is no reason to 
wait with action on overtime. 

Senator Kennepy. What is the major reason for that? Is it be- 
cause you feel that time and a half for overtime will increase em- 
ployment in the area by narrowing the number of worked hours to 
40 hours ? 

Dr. Brum. The major reason is that I do feel a 40-hour workweek 
is about the maximum standard week and should be the official stand- 
ard week. 

I would say that I do not expect much overtime to be paid be- 
‘vause the stores involved will undoubtedly try to reschedule the 
working hours to reduce overtime to a minimum. I would expect 
that the benefits to employees are more in terms of having job oppor- 
tunities which limit the working hours to 40, rather than oppor- 
tunities to have higher earnings through overtime pay. 

However, there will be some employees who will benefit by over- 
time pay but I would guess that it will be a small percentage. 

Senator Kennepy. Does that conclude your statement ? 

Dr. Bum. Yes. 

Senator Krnnepy. I want to thank you on behalf of the subcommit- 
tee. Some of the other subcommittee members, because of conflicting 
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comniittee engagements, are not present but all of them were especially 
interested in having your testimony and I know they will read it 
with a good deal of care. 

I want to express again the appreciation of the subcommittee for 
your coming down here, both for your original survey which has 
been of great importance, and for the fact that you have in so many 
areas brought it up to date with new figures. 

I think your testimony is invaluable and I am very appreciative of 
your coming down. 

Dr. Buu. I apreciate very much the opportunity to testify be- 
fore the subcommittee. 

Senator Kennepy. Thank you. 

The next witness is Mr. Sol Barkin, representing the AFL-CIO. 

Before you begin, Mr. Barkin, I would like to place in the record 
a statement by Senator John Stennis, which will appear at the con- 
clusion of today’s hearing. 

(The statement appears on p. 871.) 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO, NEW YORK, 
N. Y. 


Mr. Barxtin. Thank you, Senator Kennedy. 

Mr. Meiklejohn has two or three statements which he would like 
to file. 

Senator Kennepy. Without objection. Will you identify yourself, 
Mr. Meiklejohn ¢ 

Mr. Merxiesoun. Kenneth A. Meiklejohn. I am appearing here 
as special consultant to the industrial union department, AFL-CIO. 

I would like to file on behalf of Walter P. Reuther, chairman of 
the industrial union department, AFL-CIO, a statement which he 
would like to have inserted in the record. 

Senator Kennepy. Without objection, it will be done. 

Would you like to have it inserted at this point in the record? 

Mr. Merktrgoun. Yes, Mr. Chairman, I w ould. 

Mr. Barxtn. Senator, we are very appreciative of the fact that 
we are coming to the end of the presentation of this problem. In 
order to facilitate the discussion and the cross- exchange of the very 
relevant questions which you raised with Dr. Blum, and on which 
I would like to comment independently of the paper, may I request 
that my statement be filed and that I proceed a little more freely? 

Senator Kennepy. That will be done, Mr. Barkin. 

(The two statements referred to follow :) 


STATEMENT OF WALTER P. REUTHER, PRESIDENT INDUSTRIAL UNION DEPARTMENT, 
AFL-CIO 


My name is Walter P. Reuther. I am president of the industrial union de- 
partment, AFL-CIO, and I am filing this statement on behalf of the department. 

The Congress of the United States has no more important or necessary legis- 
lative task before it at the present time than to end the economic piracy of 
substandard wages and long hours of work that still prevail in large sections 
of American industry, trade, and commerce. Legislation to extend the pro- 
tection of the $1 an hour minimum wage and the 40-hour week, as provided in 
the Fair Labor Standards Act of 1938, to workers who have thus far been de- 
nied their statutory protection, should be speedily enacted without further 
delay. 
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S. 1267, which has been introduced by Senators Wayne Morse of Oregon, 
James BH. Murray of Montana, Matthew M. Neely of West Virginia, and Pat 
McNamara of Michigan, would extend minimum wage and maximum hour pro- 
tection under the Fair Labor Standards Act to some 9,451,000 workers not pres- 
ently covered. It should be promptly enacted by the Congress. 

S. 1267 would change the present coverages of the Fair Labor Standards Act 
in two principal respects: (1) Whereas the law now applies only to employees 
who are engaged in commerce or in the production of goods for commerce, un- 
der S. 1267 the law would also be extended to employees who are employed by 
any employer who is engaged in any activity affecting commerce; and (2) 8 
special exemptions now in the law would be eliminated, and the remaining 7 
exemptions would be substantially tightened and clarified. 

Both of these proposals are sound, and action on both of them is necessary 
if the Fair Labor Standards Act is to be made into an effective modern instru- 
ment for safeguarding minimum fair labor standards throughout interstate 
industry, trade, and commerce. 

The purpose of the Fair Labor Standards Act is a simple one. It is clearly 
stated in the act itself. Section 2 of the act declares its policy to be “to correct 
and as rapidly as practicable to eliminate” conditions of labor “in industries 
engaged in commerce or in the production of goods for commerce” which are 
“detrimental to the maintenance of the minimum standard of living necessary 
for health, efficiency, and general well-being of workers.”’ The $1 an hour mini- 
mum wage, the requirement for payment of overtime at time and one-half the 
regular rate of pay per hour worked in excess of 40 in any workweek, and the 
prohibition of child labor are the standards adopted by Congress to carry out this 
policy. 

Unfortunately, these standards have never been applied throughout inter- 
state industry, trade, and commerce. Only 3 percent of the employees in retail 
trade, and 17 percent of service workers, for example, are presently protected 
by these standards. As a result of a special exemption contained in the law, 
agricultural workers are not covered at all by the law, nor are employees en- 
gaged in packing, canning and other processing of farm commodities. Exemp- 
tions deprive many other workers, such as those in small telephone exchanges, 
small logging operations, fish and seafood processing, merchant shipping, and 
a host of others in a variety of occupations, of this protection of a fair mini- 
mum wage and the 40-hour week. 

With some exceptions, most of the workers not presently covered by the 
Fair Labor Standards Act do not have the protection of collectively bargained 
union wage rates and working conditions. For the most part, these workers 
must look to Government, Federal or State, to protect them against “wages 
too low to buy the bare necessities of life’ and against “long hours of work 
injurious to health.” And in nearly every State this means that it is to the 
Federal Government, not the States, to which they must look for protection, 
for only half the States have any minimum wage law at all, and only 8 States 
and 3 Territories have such laws applying to men, as well as women and chil- 
dren. State minimum wage standards are generally way below the Federal $1 
an hour minimum standard, and few, if any, effectively regulate long hours 
of work in the interest of the workers’ health and welfare. 

That the protection of the Federal Government is needed by many of these 
workers is shown by the fact that even today retail and service workers make 
as little as 40 cents an hour, or $16 a week for a 40-hour week, in many sections of 
the country. There are hotel workers whose wages are as low as 30 to 35 
eents an hour, without tips. One-sixth of the workers employed in packing, 
canning, and other processing of farm commodities earn less than 75 cents an 
hour, 2nd two-thirds of these workers earn less than $1 an hour according to 
estimates made by the United States Department of Labor. On the average, 
about one-fourth, or 2,500,000, of the 9,451,000 workers to whom S. 1267 would 
apply, are presently receiving wages of less than $1 the legal Federal minimum 
under the Fair Labor Standards Act. 

Against the background of these facts, the inadequacy of the proposals for 
extension of coverage that have been made by Secretary of Labor James P. 
Mitchell, speaking for the Bisenhower administration, and the absurdity of 
the employers’ pleas of hardship and inability to pay, are obvious for all to see. 
The former clearly will not do the job that needs to be done. To harken to 
the latter would be a mockery on the promise of the full and satisfying life 
that America’s resources and know-how should guarantee to each one of our 
people. 
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Secretary Mitchell has proposed amendments to the Fair Labor Standards 
Act that would extend minimum wage protection, according to the figures he him- 
self has given, to about 2 million employees employed by some 2,200 enterprises 
engaged in retail trade; 65,000 employees of metropolitan transit systems ; 15,000 
telephone employees; 90,000 seamen; 50,000 hotel workers; 30,000 employees 
of large taxicab companies ; and some 200,000 employees of about 100 construction 
enterprises. 

The total number of employees who would be covered by the minimum wage 
provisions of the Fair Labor Standards Act if Secretary Mitchell’s proposals 
are adopted is only 2,450,000 of the approximately 10 miilion workers who, in 
Senator Kennedy’s words, “could be covered within reasonable limits of con- 
stitutional law and economic practicality.”” His proposal would benefit directly, 
according to estimates he has given the subcommittee, only 400,000 employees 
who today are believed to be receiving wages of less than $1 an hour. 

But, beside the question of their inadequacy, Secretary Mitchell’s proposals 
contain two propositions that are unsound in principle and threaten great danger 
to the continued effectiveness of the Fair Labor Standards Act. The first of 
these propositions is that the overtime provisions should not be extended to any 
additional employees; the new coverage would be limited to minimum wage 
protection. The second proposal is that the new coverage would apply only in 
enterprises employing at least 100 workers; even if an employee was directly 
engaged in commerce or in the production of goods for commerce, existing 
exemptions would continue to exclude him from the protection of the act when 
the enterprise that employs him has 100 or more employees. 

I disagree with both of these propositions. 

I wish to state emphatically that in my opinion it is just as important to 
extend the protection of the maximum hours provision to newly covered work- 
ers as the minimum wage provisions. These workers need and are entitled to 
such protection, just as much as the workers who now enjoy this protection. 
The employers of these workers will encounter no special hardship in adjusting 
to the 40-hour week and thereby providing labor conditions in their establish- 
ments in accord with generally accepted fair labor standards. 

I also believe it would be most unfortunate to adopt a test of coverage based 
on the number of employees an employer has. Clearly, a plant with a few em- 
ployees can be quite as substantially engaged in commerce or can have just as 
much an effect on commerce as a plant with many employees. The degree of 
engagement or the amount of the effect depend on the character of the business 
in which the plant is engaged, not the number of employees it has. There being 
no necessary relationship whatsoever between the number of employees in a 
plant and its engagement in or effect on commerce, there can be no justification 
for such a test, particularly when the law has operated fairly and effectively 
without it for 18 years, except, in the case of the small logging operation exemp- 
tion, which applies only when the number of employees does not exceed 12. 

Neither the waiver of the overtime provisions nor the 100-employee test of 
coverage is necessary to avoid undue hardship on any fair employer whose em- 
ployees can and ought to be brought under the protection of the minimum wage 
and maximum hours provision of the Fair Labor Standards Act. Those of us 
who have had occasion to sit down with management in collective bargaining 
negotiations have had to learn how to evaluate the forecast of doom we always 
hear when we advance some new proposal for the workers’ benefit. The cries 
of disaster the subcommittee is hearing have an all-too-familiar sound to us. 
We have heard them all before. 

But even if it were true that the $1-an-hour minimum and the 40-hour week 
are standards that some employers would experience hardship in adjusting to, 
these standards are certainly not so unreasonable that such employers should 
not be asked to shoulder such hardships. This, at any rate, is the theory of 
the wage-and-hour law. : 

The minimum wage and maximum hours protection provided workers by the 
Fair Labor Standards Act is of benefit not only to the workers themselves, but 
to the fair employer and the economy of the Nation as a whole. Without this 
protection many workers are the victims of ruthless chiseling and exploitation. 
There is no need or justification for this kind of economic piracy today. 

S. 1267 should be reported by the appropriate committees and passed by the 
Senate and the House without delay. 

On behalf of the industrial union department, AFL-CIO, I thank the com- 
mittee for this opportunity of making this statement. 
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(The prepared statement of Mr. Barkin follows: 


STATEMENT OF SOLOMON BARKIN, Direcror OF RESEARCH, TEXTILE WORKERS 
UNION OF AMERICA, AFL-CIO 


Experience with the Fair Labor Standards Act over the last 20 years has 
taught us that opposition to advances in the minimum wage and the broadening 
of the coverage is inspired by a fear and conservatism which remain untempered 
by a sense of responsibility for the best interests of the workers, the enterprise 
and the Nation. Determined not to take on new managerial challenges, the 
opponents have developed defenses of all kinds. They have predicted all types 
of disaster. But they have blinded themselves to the very positive experience 
we have had under the law. The troubles which had been predicted in the past 
did not befall us. American management circumvented the impact of higher 

yages through greater efficiency. The worker expressd his new satisfaction with 
the higher wage by becoming more effective. The advances under the Fair 
Labor Standards Act have had positive and constructive effects. 

The rises in the minimum wage from 30 cents to $1 were not accompanied by 
large-scale unemployment; displacement of handicapped, aged, or marginal 
workers; inflationary pressures; bankruptcy; or the destruction of industry 
and areas. Rather, the results have been the reverse of these dire forebodings. 
Each rise in the minimum has produced wholesome consequences. The $1 mini- 
mum wage was absorbed with ease and with fewer adjustments than even the 
bill’s proponents had suggested. The administration, which voiced concern that 
a 90-cent minimum might have a heavy impact, now agrees that the $1 minimum 
was smoothly introduced. 

The opponents to extended coverage have paraded shopworn arguments and 
shibboleths which have draped their self-interest in broad principles of the de- 
fense of the small man and States right, protection for the marginal worker, 
maintenance of local variations, prevention of inflation and abhorrence of 
recordkeeping. The plea has been to be left alone. They have urged the Con- 
gress to do nothing about low wages. To masquerade their own collousness, 
they have tried to soothe the public-spirited citizen, concerned for the well-being 
of the American people and outraged at the perpetuation of substandard condi- 
tions of living among millions of families, by pointing to the influence of market 
forces, long-term trends, and State laws upon wages. But we know that these 
are weak props on which to rely for marked improvement in wage conditions 
in these industries. They have been insufficient to date to correct substandard 
conditions. Their inadequacy as correctives for low wages is what has prompted 
the present proposals for extended coverage under the Fair Labor Standards 
Act. What is particularly ironic about the argument for reliance on State 
legislation is that the very men who point to this alternative often are allied 
with, if not themselves, the principal opponents to modernizing the State minimum 
wage regulations. 

The principal purpose which the opponents have had in underscoring these 
alternatives is to provide a rationale for preventing Federal action rather than 
finding a constructive procedure for the immediate elimination of substandard 
wages. They have taken a completely antagonistic position to all proposals 
for the extension of coverage. They have declared war on the very idea that 
new groups should be brought within the purview of the Fair Labor Standards 
Act. They have resisted every proposal for Federal legislation to improve the 
lot of workers and eliminate substandard wages in their respective areas. 

We are glad to note that there is a change going on in the attitude of leaders 
in these industries. On March 7, 1957, Lansing P. Shield, president of the Grand 
Union Co., a 356-store eastern food chain, declared in a talk before the Harvard 
Graduate School of Business Administration that “retailing can no longer aftord 
to be considered a second-class industry or to be satisfied with attracting second- 
class help. * * * We retail food operators, for sound business reasons, must accept 
the same broad standards established in other industries.” He therefore urged 
the “inclusion of the retail industry under the minimum wage law * * * as 
necessary to the industry’s future growth and development.” Similarly we can 
note last week’s announcement by Sears, Roebuck & Co. of the extension of the 
$1 minimum wage to all its units reflecting the growing recognition that the 
change must come. But the official spokesmen for the trade associations con- 
tinue their traditional opposition and remain impervious to the demands of the 
time that substandard rates be abolished and the knowledge that the only effec- 
tive manner for realizing this end is through Federal legislation. 
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The administration’s proposal, as has been explained to your committee, is far 
too limited. It proposes to include under the act “employees engaged or employed 
in activities of any enterprise doing business in commerce to a substantial extent.” 
To meet this test the enterprise must receive materials, merchandise, or supplies 
from other States amounting to $1 million or more and must also have 100 or 
more employees. Both of these tests would have to be carefully developed 
through regulations. The minimum wage provisions would be made applicable 
to employees of other enterprises where the employer has 100 or more employees. 
Most of these employees would not gain any protection from the overtime pro- 
visions of the law. The administration estimates that about 2,500,000 would 
be covered and that about 400,000 would be directly affected by the $1 minimum 
wage. But the maximum hours and overtime exemption of the act would 
not be lifted for the retail and service industries and most of the other groups. 
The limited nature of the extension (approximately one-quarter of that pro- 
posed in the Morse bill) as well as the failure to provide for overtime regula- 
tion make these proposals most inadequate. Also the exemption given to estab- 
lishments operated under franchises or contractual agreement with the covered 
establishments opens loopholes which will negate part of the extension of 
coverage. 

This proposal reflects the timidity, caution, and conservatism which char- 
acterized the administration’s proposal in 1955 for raising the minimum to 90 
cents. It should have learned the lesson from that experience that one can 
have greater confidence in the ability of the American economy to absorb and 
adjust to these changes in minimum wage. Instead of devising proposals on 
the assumption that we are on the “brink” of economic difficulties, it should 
design its proposals on the basis of its broad claims in the President's economic 
message that “there are grounds for confidence that the Nation’s overall pros- 
perity will be extended into the months ahead.” 


A. RETAIL AND SERVICE EXEMPTION 


The largest single group involved in the current discussion of extension of 
coverage is the retail and service employees. Under the Morse bill, it is pro- 
posed to embrace approximately 3.8 million new workers whereas the Mitchell 
proposal would include 2 million out of a total of 9 million workers. Both are 
designed to cover only the larger establishments and to exclude the smallest 
units, but they differ on the size of establishment to be included. While the 
Morse bill would cover employees in an establishment owned by employers having 
5 establishments or an annual dollar volume of sales of goods or services of 
$500,000, ‘the Mitchell proposal would include employees of enterprises with 
$1 million of out-of-State purchases (which presumably means sales of at least 
$1,700,000) and with 100 or more employees. 

On the basis of the 1954 census of business, the Morse bill covers 2.8 percent 
of the establishments, 38.5 percent of the sales, and 35 percent of the employees 
in the retail industry. The Mitchell proposal includes less than 1 percent of 
the establishments and less than 20 percent of the sales and employees. Large 
groups of employees in the following types of retail stores, in the order of 
the number of employees covered by the Morse bill, would. suffer exclusion from 
the act under the Mitchell proposal: Food stores; automobile and accessories 
stores; eating and drinking stores; variety stores; and apparel and acces- 
sories stores. We strongly urge the inclusion of all of the stores embraced 
by the Morse proposal as representing the type of large establishment which 
shares all of the characteristics of big business. As an illustration of this 
fact, it is well to note that the average weekly wages in retail trade on Novem- 
ber 15, 1954, were $56.90. Stores with sales of one-half million to 1 million 
dollars exceeded the average with earnings of $63.88. The stores with $2 million 
to $5 million sales had an average of $70.60. 

The proposal that the line of division in coverage be set by the two-fold 
qualification of both volume of business and number of employees is a most 
restrictive one. We urge that only the volume of business be employed. We 
propose, moreover, that the volume of sales rather than the interstate purchases 
be selected as the test. Obviously, completely fortuitous circumstances, such 
as location of store and markets, will intervene in determining the volume of 
out-of-state purchases and this factor will cause a considerable disturbance 
in the flow of goods. The volume of out-of-state purchases provides no measure 
of the economic capacity of the establishment. The use of purchases rather 
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than sales as the measure of qualification merely hides the fact that a higher 
volume of sales is being required. As for the use of the test of number of 
employees, many difficulties will develop in applying the measure. Stores 
which will qualify under one will be exempt under the second test. Moreover, 
there is no reasonable relationship between the number of employees and the 
effect of the establishment’s activitis on interstate commerce if the test of 
volume of sales has already been employed. One effect of the employee test 
would be to discourage part-time employment in the retail industry. 

The opposition to the Morse bill proposals rests on conflicting and contra- 
dictory arguments. They argue that the proposals will cover small establish- 
ments which will be adversely affected. But when it is pointed out that the 
$500,000 annual sales requirement limits its application to less than 3 percent 
of the establishments, they retreat to the contention that this line could at a later 
time be drawn at a lower volume of sales. Obviously this is a false issue. 

But this reply has not dissuaded the opponents from pressing the small store 
arguments. They have alleged that if there are no direct adverse effects, there 
will be many indirect ones in that the advances in wages in the large stores 
would compel identical increases in wages among the small stores or they will 
be forced to hire substandard help. These conclusions are obviously unfounded. 
Stores with a smaller volume of sales have traditionally paid lower wages than 
those with large sales. The 1954 Census of Business affirms this conclusion not 
only for retail stores as a whole but also for each type of retail store. More- 
over, our experience in the noncovered sections of the industries indicates that 
there is no necessary rise in wages in these areas when the minimum wage in 
covered employments is increased. Moreover, in some instances, smaller stores 
pay high earnings because of the rounded competence of their employees. We 
have learned enough about the behavior of wages in local communities to know 
that a rise in one area does not necessarily have a direct impact on others. 

When these replies are presented, the opponents resort to another argument 
which more nearly reflects their point of view, namely, that the exemption of 
the small stores from the increase would be discriminatory to the large store. 
We contend that the latter, as defined in the Morse bill, are able and competent 
to absorb the cost of the wage increase to a $1 minimum. 

The defense of low wages as being in the best interest of the employees 
themselves is hardly a tenable argument. Our experience with the minimum 
wage law clearly establishes that the employees benefit through higher income. 
True, higher minimum may accelerate advances in managerial ingenuity and 
technological change, as the retailers contend. But these are, in the long run, 
inevitable and low wages should not be perpetuated just to delay these inno- 
vations. 

The argument that low wages are necessary to justify the employment of 
marginal, older, less efficient and part-time workers has been repeatdly pre- 
sented in the discussion of minimum wages. Insofar as handicapped and aged 
and inexperienced workers are concerned the act does provide an exception 
for them. The remainder of the workers tend to be thoroughly competent 
persons of normal productive capacity. The fact that women are employed 
only on a part-time basis is no justification for underpaying them. True. they 
will have less bargaining power, but the purpose of minimum wage legislation 
is particularly to correct low wages induced by such unfair bargaining relations. 

Retailers have argued that the imposition of a minimum wage would result 
in the cancellation of privileges such as discounts. We cannot believe that 
there is merit in this argument. Many retail and service establishments which 
now pay $1 or more have not canceled such privileges. But even if they had. 
the merits of a decent wage far outweigh the advantage of a discount. 

Unlike the spokesman for the retailers, we believe that the minimum wage 
law has as one of its functions the correction of the operations of the wage 
markets when they lead to unconscionable wage rates. We know that some 
larger stores pay no more than 40 to 70 cents whereas stores in the same com- 
munities and other branches of the same company will pay rates on par with 
those required under the Morse bill. This inequity in wage levels is improper 
when we realize the human toll it exacts in the form of substandard living 
conditions. Market forces reflect inequalities in bargaining power. Marked 
imbalances are created where workers are unorganized, as in this industry. 
They also depress union standards where only a small proportion of the industry 
is organized. 

It is improper to justify the low wages by allegations of low productivity. 
There have been marked advances in productivity. The retail revolution has 
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markedly increased the volume of sales per employee. Labor saving procedures 
are being introduced in all types of stores. While we have no accurate measure, 
there is no question that major changes are taking place and the improvement 
of the wage level will accelerate this trend. Need we add the summary char- 
acteristic of the American economic system; namely, that rising productivity 
provides the base for higher wages and rising wages provides the stimulus to 
greater productivity. Statistical confirmation of this conclusion is provided 
by the Census of Business for 1954, which reports that sales per employee rises 
with average weekly wages. 

The threat that stores will close because of higher wages is certainly un- 
founded. The Morse bill reaches only a limited segment of the industry and, it 
should be noted, one which is most capable of footing the additional expense. 
These are the chain stores, the supermarkets, the mail order houses, the depart- 
ment stores. They include the significant interstate organizations. Many of 
these are public corporations and several of these individually employ over a 
hundred employees. Union agreements and voluntary company policy in many 
cases now dictate a minimum of $1 an hour or better. 

If the arguments of the opposition appear weak, the contention that the rise 
in the minimum would be inflationary appears even less substantial. We al- 
ready have an estimate that “the maximum conceivable adjustment (required 
by a $1 minimum when applied to the entire retail industry) is estimated to 
amount to an increase in the price of retail goods of less than one-half of 
1 percent.” But this is an outside figure. First, we are not contemplating 
such broad coverage. Second, the excluded sectors pay the much lower wages. 
Third, the retailers, like other covered employers, will find economies which 
will reduce the cost of the wage increase and thereby minimize its impact. 
Finally, it is quite proper for the American public to pay the additional cost 
required to assure relatively decent wages to retail and service workers rather 
than secure cheaper services and goods through exploitation of these people. 
If this were the choice, which we do not concede, we have no hesitance in de- 
elaring that the American public would take the side of decent wages and 
working conditions for these people. As for the actual cost of the $1 minimum 
wage we have the estimate of the Department of Labor that in 1955, 25 percent 
of the employees in multistate retail establishments were earning less than $1. 
Earnings in the retail industry have risen in excess of 10 percent since that 
period so that the impact has been measurably reduced. 

A final argument which is strongly urged by the retailers is that the stores 
are a local business which should not be touched by Federal regulation. In 
elaborating this position the spokesmen even contend that the units of national 
chains are local enterprises because they have to adapt themselves to local 
sales conditions. The fact of the matter is that a huge proportion of the 
employees in the retail industry are employed by interstate firms. Thirty per- 
cent of all employment in retail trade and 6 percent of retail service is with 
interstate firms. Seventy-one percent of all employees in limited-price variety 
stores are in interstate chain enterprises. In the 1954 census it is reported 
that 27.7 percent of the employees are engaged by firms with 4 or more units. 

The proliferation of chain stores of one type or another is too well-known to 
need elaboration. They cannot be legitimately mistaken for the old neighbor- 
hood enterprise which was locally controlled, financed and directed. We know 
that these chains and larger stores must be differentiated from the typical 
neighborhood enterprise. They are big business with regional, interstate or 
national connections. They are not isolated; they are interrelated financially, 
through management, personnel practices, purchasing arrangements and own- 
ership. Many are among the largest purchasers of materials and merchandise 
and own or are financially related to plants which manufacture the products 
they sell. The insistence of the bill’s opponents on the local character of the 
entire industry is designed to divert attention from these facts. To capture 
the sympathy of the unwary, the retail spokesmen focus on the “mom-and-pop” 
stores, whereas their real desire is to maintain the exemptions for the large 
organizations with ownership and direction located far from the site of the 
store itself. 

Equally spurious is the insistence that the subject of wages should be dealt 
with by the individual States. We know only too well the record of the retail 
store federations in the individual States. They have generally resisted State 
legislation for improvements in the minimum. They have used their powerful 
lobbies to stymie progress at the local level. 
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If there is need for any documentation on that score, we can refer to the staff 
study published by your committee in 1956 which sets forth on pages 180-190 
some of the relevant evidence on the attitude of formal spokesmen for the trade. 
The experience in New Jersey, Oregon, Minnesota, Illinois, Ohio, Maryland, 
Michigan, and West Virginia speaks of the strong opposition of the retail organi- 
zations. Dr. Fred Blum summarizes his evaluation by declaring that in “thirty- 
four States * * * the attitude of organized retail trade was either unfavorable 
or ineffectual in regard to minimum wage legislation.” A more stringent Classi- 
fication would at best place retail trade organizations in only 8 States as favor- 
able to active State minimum wage legislation for the retail industry. With such 
a record it is hard to conceive of anybody taking seriously a position in defense of 
local action on retail wages. The argument is a self-serving presentation de- 
signed to stall action at the Federal level accompanied by the conviction that legis- 
lation for adequate minima could be stopped in the individual States. 

Abundant testimony has been submitted on the deficiencies of the current State 
minimum wage laws. Some 26 States have no protection for retail employees and 
14 other States have laws which apply only to women and minors. The laws of 2 
States have been nullified by the courts. Aside from the $1.25 minimum in Alaska, 
only 2 States have orders setting a $1 minimum. They are New York, whose order 
became effective last month and provides a 90-cent minimum for towns under 
10,000 population, to be raised to $1 in January 1958, and New Jersey where the 
retail industry secured a restraining order on the 1956 order for a $1 minimum. 
The inadequacy of the State minimum-wage procedure is illustrated by the fact 
that the 16-cent minimum ordered for women in Arkansas in 1915 has not been 
modified since that date. 




















































Retail services 

In addition to the general retail exemption two specific provisions exempt 
laundry, dry cleaning, and dyeing establishments as well as those which make and 
process goods on the premises. A small group of the workers engaged in the 
services (some 18 percent) are now covered by the act. The remainder are 
either specifically exempt or fall outside of the definition of being engaged in 
commerce or production of goods for commerce. Of the 452,000 specifically 
exempt employees, 137,000 are in the laundry, cleaning, and related services ; 106,- 
000 in repair services and garages; 81,000 in agricultural and related services; 
and 39,000 in hotels and lodging places. The greater number of those remaining 
unprotected by the act are now exempt because of the commerce clause; they 
number some 8 million. 

The Morse bill, in extending the commerce clause and changing the exemptions, 
would bring a substantial proportion of these employees within the scope of the 
law. For example, 436,000 hotel workers are now exempt primarily because of 
the commerce clause; the Morse bill would extend coverage to 235,000 whereas 
the Mitchell proposal would only bring in 50,000. In the laundry, cleaning, and 
related industries ; 160,000 additional workers would be covered bringing the total 
to 217,000 or 40 percent of the total employment. 

Wages in these service industries, including in addition to the preceding 
branches, amusement and recreation services, medical and other health services, 
business and professional services, are very low. Union coverage is most re- 
stricted, except in some metropolitan areas. The limited range of union organi- 
zation has inhibited effective bargaining for decent wages and working conditions 
in the organized areas. 

Acknowledging these low wages, the spokesmen for the trade associations who 
have appeared in opposition to extension of coverage threaten that closings and 
economic disturbances will come in the wake of an increase in the minimum rate 
of pay to $1. Actually, the impact will be absorbed effectively by the types of 
large establishments to which the extended coverage will apply. As an indica- 
tion of the capacity for this adaptation we point to the 741,000 workers in the 
service industries who are now covered. For example, it is estimated that 57,000 
workers in the laundry, cleaning, and dyeing industry are now enjoying the bene- 
fits of the luw. Similarly, the employers of the other divisions have shown the 
same type of entrepreneurial capacity under pressure from the minimum wage 
law. ‘The extension of coverage will bring similar resourcefulness to the surface 
in these other establishments. Moreover, the public is prepared to pay for the 
slightly higher cost if it means more decent wages for the employees and the 
elimination of other social charges which result from the prevalence of substand- 
ard conditions. 
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Wholesaling 


The wholesale industry, which employs about 2.5 million workers, should be 
completely covered. The present exemption of some 10 percent of its employees 
results wholly from the vagaries of the language of the commerce clause. The 
Department. of Labor subniitted an extended memorandum to the Senate sub- 
committee on May 13, 1955 (pp. 1789-1798) explaining the reasons for the ex- 
emption which result from the fact that some of the goods and points of distribu- 
tion may not be interstate in character. Some wholesalers are therefore entirely 
exempt and an individual wholesaler may have some of his employees wholly, 
partially, or intermittently exempt. This has created a condition of unfair com- 
petition which the members of the industry have desired to see corrected. The 
Secretary of Labor refers to a survey by the Wage and Hour Divisions which 
found that members of the industry would approve of such extended coverage. 
The prevalence of wages higher than $1 in this industry means that the cost of 
extending the minimum would be minimal. 

Logging operations 


The exemption in section 13 (a) (15) for logging operations with 12 or less 
employees now covers 110,000 workers. It has had a mischievous effect in that 
has encouraged a continuing trend on the part of lumber and paper companies to 
contract and subcontract their logging operations to such smaller working units. 
The experience has.heen that integrated companies which operated logging and 
saw milling have extended the benefits of the law to exempt employees. The 
primary need therefore is to secure coverage of the independent operator. Of 
course, the agricultural exemption covers such logging as is carried on in con- 
junction with farming. 

This work is arduous and hazardous and the accident rate is high. These 
people are not properly compensated for their services. The inequities result 
not only from the unfair treatment accorded to the logging workers but also 
from the unfair competition between the logging operations covered by, the act 
and those which are not so covered. The companies which contract for logs and 
pulp work with these smaller operations include paper and wallboard companies 
which have recorded impressive profit records. 

Fish processing 

Current section 13 (a) (5) exempts shore processing activities except those 
related to canning fish. The Morse bill would reduce the total number of exempt 
workers from 61,000 to 35,000. <All workers engaged in shore activities would be 
covered as are the canning employees at the present time. Much of the current 
confusion would be eliminated. The testimony of Mr. E. W. Jimerson, of the 
Amalgamated Meat Cutters and Butcher Workmen of North America, elaborated 
the inequities created by the present limitations wherein workers processing 
shrimps for canning are covered while those preparing them for frozen packages 
are not covered. An impressive number of workers are now protected by union 
contracts which have lifted wage standards without the aid of the Fair Labor 
Standards Act. These contracts indicate the feasibility of extending the law 
to cover these workers. 

Agricultural workers 


The present agricultural exemption (section 13 (a) (6)) covers more than 3 
million workers. The proposal is that the benefits of the law be extended to the 
large rather than the family farm. The corporation and large farm are expand- 
ing in size and significance. They have absorbed many individual farms. They 
have provided unfair competition to the family farm as well as underpaid their 
employees. By covering farms which use 400 or more man-days of hired farm 
labor during each of the preceding four quarters (other than labor performed 
by members of the family of a family-operated farm) the separation between 
large and siwall farm can be effectively made. It is estimated that 1,500,000 
workers will be covered by this revision in the coverage. 

Agricultural processing workers 

The agricultural processing workers are substantially excluded from the 
benefits of the wage and hour law. <A quarter of a million workers are exempt 
under section 3 (a) 10 from the minimum wage and overtime benefits. An 
additional group of 660,000 workers are exempt under sections 7 (b) (3) and 7 
(c) from the overtime provisions for 14 or 52 weeks. These complicated pro- 
visions have caused endless confusion, particularly as they relate to overtime 
provisions. As for the wage exemption the Department of Labor has estimated 
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that in 1955 about two-thirds of these workers were receiving less than $1 per 
hour. Presumably this proportion has been reduced by subsequent wage 
increases, possibly to a level of 50 percent. In this group are the employees 
engaged in cotton ginning and compressing, 40,000; canning of frozen fruits and 
vegetables, 50,000: and wholesaling of farm products, 109,000. These people are 
employed within the “area of production” as defined by the Administrator, a 
term which has been widely disputed and debated. 

Improvements of wage standards in this industry are greatly needed. First, 
there is no reason for excluding the large group of wholesale workers from the 
same benefits which other wholesale employees now enjoy. Second, the canning 
and preserving industry as a whole is now covered by the minimum wage law 
except for the 15 percent exempt under section 13 (a) (10). There is no justifica- 
tion for excluding them. Moreover, many such employees are now covered by 
union contracts which assure them a minimum of $1. The productivity gains 
in the canning and preserving industry have been most impressive as illustrated 
by the figures released by the Bureau of Labor Statistics indicating that there 
has been a rise in man-hour productivity of 9 percent between 1954 and 1956. 
The cost of the increased wage bill will be minor and can be easily absorbed by 
the industry. Third, the exempt group in the manufacture of ice cream (3 per- 
cent) and butter, cheese and milk products (11 percent of their respective 
industries) are small, and the existing discrimination should be discontinued. 


Overtime exemptions 


The Secretary of Labor’s proposal denies the benefits of overtime pay, provided 
in section 7, to the newly covered groups of employees because of “peculiar and 
serious problems.” He adds that “applying the overtime provision in this field 
requires very careful consideration.” The evidence unfolded before your com- 
mittee indicates that in each of the branches union contracts have succeeded in 
establishing overtime pay for hours beyond the basic 40-hour week despite the 
competitive disadvantages resulting from the current exemption in the act. 

Detailed evidence has been submitted for the retailing industry by Messrs. 
Greenberg, Jimerson, and Suffridge. Similar data have been offered for other 
divisions of industry which would be affected by the changes. We have already 
observed the successful revision of store hours throughout the United States to 
meet the growing acceptance of the 40-hour employee workweek established either 
through union contract or voluntary employer action. There are no insurmount- 
able obstacles in this area. 

The problems of which Mr. Mitchell speaks have been with us for more than 
25 years and no effort has been made to solve them. The 40-hour workweek has 
become a national standard during this period and the laggard divisions which 
have desisted from conformance with these prevailing standards should be 
brought into line. There may be problems for individual establishments but 
they will not be any more difficult to overcome than those faced by employers and 
industries now governed by these rules. 

Not only are we proposing the extension of the benefits of the 40-hour basic 
workweek to the newly covered employees, but it is similarly desirable that the 
far-reaching exemptions which have been granted in the present act be sub- 
stantially curtailed. 

Section 7 (b) (3) and 7 (ce) which grant a 14- and 52-week exemption for 
seasonal and processing periods have been in the act for long enough periods of 
time to justify reconsideration and elimination. The employees are entitled to 
the same protection as other employees and the additional cost can be absorbed 
by the industry. The number of employees left unprotected by these provisions 
are as follows: Section (b) (3): 125,000 workers exempt only by this provision, 
and 449,000 additionaly exempt under the other 2 provisions governing agri- 
eultural processing workers; section 7 (c)—-14 weeks: 100,000 workers ex- 
empt only by this provision and 417,000 additionally exempt under the other 
2 provisions; section 7 (c)—52 weeks: 108,000 solely exempt under this pro- 
vision and an additional 81,000 also exempt under the other provisions. These 
exemptions should be lifted to asssure uniformity to the covered industries. 

The Morse bill proposes the elimination of the exemptions from the maxi- 
mum-hour provisions granted to motor-vehicle employees subject to section 204 
of the Motor Carriers Act of 1935; to employees engaged in the canning of 
fish, shellfish, or other aquatic forms of animal or vegetable life; and outside 
buyers of poultry, eggs, cream, or milk in their raw or natural state. As for 
the drivers, drivers’ helpers ,loaders, and mechanics of motor carriers now 
exempt from the law, the safety regulations of the Interstate Commerce Com- 
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mission are not designed to control scheduled hours of work. The two acts have 
different purposes and the recognition of a need of regulation of driving hours 
for safety can in no way assure uniformity of scheduled hours. 


Couperation with State administrations 


It has been proposed by S. 1503 that where State laws establish minimum- 
wage and overtime-pay standards in substantial accord with FLSA, the Secre- 
tary of Labor “may work out an agreement with State officials exempting 
employees in that State from applications of the Federal act.” The present 
act permits the Secretary to utilize the facilities of the State departments of 
labor for the purpose of administration. This procedure has helped eliminate 
duplication and assisted in promoting better understanding, and redounded to 
the benefit of all concerned. But the certification of the existence of “substan- 
tial accord” would be more difficult. One of the purposes of the act is to pro- 
mote fair competitive labor standards and therefore even minor differences in 
the requirements imposed upon competitive employers would be undesirable. 
We therefore do not believe that this proposal makes a substantial contribu- 
tion to the improvement of labor law administration. 


Conclusion 


The Fair Labor Standards Act has been on the statute books for almost 20 
years. During this period it has made wholesome, constructive contributions 
to the elimination of substandard wage conditions in the industries embraced 
by its provisions. The law has confirmed the conclusion held by many that 
market forces and individuals bargaining powers are inadequate to raise stand- 
ards, particularly in the low-wage industries. Workers are less organized in 
these areas and are so dependent upon their income that they become less mobile 
and are handicapped in their efforts to raise their standards and secure their 
just deserts. Many employers in these industries would like to raise wages to 
more respectable levels but are deterred by competitive pressures. The Fair 
Labor Standards Act has provided a vehicle for the correction of these’ condi- 
tions. The improvement of wage and working conditions are vital not only to 
the workers concerned but also to the entire economy. America’s proud boasts 
of high living standards cannot stand unchallenged while millions of Ameri- 
can workers are deprived of the chance of earning a minimum income for 
their self-support. At a time when we are greatly in need of qualified man- 
power we are repressing the development of millions through our indifference 
to their low earnings. 

The Fair Labor Standards Act is the most constructive vehicle for changing 
these conditions. The minimum-wage rates under the act have been raised 
but the coverage has been narrowed rather than increased. Special employer 
groups have fought the extension of coverage and guaranteed the perpetuation 
of substandard wage conditions. We must charte this trend. Your committee 
has properly focused its attention on the groups now omitted from the benefits 
of the law who might properly be brought within its scope. We urge that the 
changes you propose follow the lines laid out in the Morse bill. We hope that 
you are not deterred by the hysterical propaganda unleashed by trade associa- 
tions in opposition to these changes. Despite their greatest efforts to threaten 
the direst consequences following the extension of coverage, including federali- 
zation of unemployment and workmen’s compensation, many leaders within 
the respective industries have recognized the inevitability and necessity of 
conforming to the prevailing American pattern of paying decent wages and 
maintaining proper working conditions. 

Low wages discourage progress both in the industry and among the workers. 
They are self-defeating since they inhibit growth and improvement, both of 
which are necessary for all American industries. The backward industries will, 
in the long run, benefit from the extension of FLSA coverage because the new 
Wage requirements will set off a period of managerial renascence and worker 
development which will reinvigorate and stimulate them. The economy and 
the welfare of all Americans will be furthered by the removal of the burden of 
poverty induced by low wages. 


Mr. Barxrn. I am very happy that Dr. Blum preceded me this 
morning in clearing up many of the questions which have arisen. I 
shall comment on some of the questions or remarks he made and some 
which had been made by previous witnesses. 

Fundamentally, we believe, that this is rather overdue action. 
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The Fair Labor Standards Act has been on the books for almost 
20 years. During this entire period we have had to concern ourselves 
primarily with raising the minimum. We have had voluminous testi- 
mony, both pro and con, on the merits of extending coverage in specific 
areas. But because of our concentration and primary concern with 
the raising of the minimum, not enough attention was focused on 
the specific questions of extension. 

What is obvious from the arguments which have been presented, 
and which Dr. Blum so well pointed out, is that the arguments are 
quite irrelevant to the merits of the issue and to the tests of whether 
or not a specific group should or should not be covered. 

As a matter of fact, the principal purposes of most of the argument 
has been really to prevent action, to provide the rationalization for 
inaction rather than to help your committee determine whether or 
not it was practical to proceed toward action. 

For example, in respect to the retail exemption since 1947 we 
have been proposing a $500,000 line of demarcation on sales. How- 
ever during these years the dollar volume of sales per store has risen, 
but we have modestly clung to this line of demarcation. What this 
demonstrates is that we are sincerely attempting to find the line 
which would be indisputable and which will be entirely practical. 

We point out to you that the rationale for preventing Federal 
action has always been an effort to find some excuse for discouraging 
action rather than solving the challenge which the primary law pre- 
sents to us. 

In the meantime, conditions in trade and industry have changed. 
Sometimes this happens with the aid of a trade union, through the 
organization of workers, or sometimes because of the personal con- 
viction of individuals, either under the threat of organization or on 
account of their own personal conversion. 

I think it is rather significant that last week we had two. state- 
ments issued in the public press. One by the president of the Grand 
Union Co. of your region. 

Senator Kennepy. Are¢éyou speaking of the Harvard Business 
School ? 

Mr. Barkin. Yes. Talking at the Harvard School of Business, 
he said it was about time industry gave up its—I am paraphrasing 
what he said in more colloquial terms—gave up its opposition to a 
minimum wage, stopped being a second-class industry, and began to 
realize that it was living in a country where decent wages were a 
necessary part for the ordinary conduct of business. 

(At the request of Senator Clifford Case of New Jersey, the follow- 
ing excerpts from the speech by the president of the Grand Union Co. 
is ‘printed at this point.) 


Excerpr From TRENDS IN SUPERMARKET MERCHANDISING, TOBE FELLOWSHIP 
LeEcTURE BY LaNsing P. SHIELD, PRESIDENT, THE GRAND UNION Co. 


The retailing revolution is bringing about another departure from traditional 
concepts of the grocery business. Retailing can no longer afford to be considered 
a second-class industry or be satisfied with attracting second-class help. With 
higher wage scales and better working conditions, the supermarket industry 
is taking its place alongside other industries in attracting and rewarding young 
men of outstanding ability. Of course, my perspective may be distorted, but I 
have a strong conviction that the career opportunities for young men in our 
industry are second to none. There are, to be sure, still some major weaknesses 
in the industry’s attitude toward what constitutes fair working conditions. Most 
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retailers for one reason or another, oppose the present move to include retailing 
under the provisions of the minimum wage law. 

In the retail food “industry, due to the Robinson-Patman Act and other laws, 
we all now buy at about the same price, and competition makes us all sell at 
approximately the same level. So, the difference between success and failure 
is people—the people in our stores and in our warehouses and in our, offices. 
If we pay these people less than the minimum wage obtaining in other indus- 
tries, certainly we cannot expect to be competitive in our search for superior 
people. Retailing now requires a wide assortment of skills. We retail food 
operators, for sound business reasons, must accept the same broad standards 
established in other industries, The inclusion of the retail industry under the 
minimum wage law should not be resisted, but rather it should be welcomed as 
necessary to the industry’s future growth and development. 

One word of caution: While we retailers should approve in principle the in- 
clusion of our industry under the provisions of the minimum wage law, we should 
also be on the alert to protest against exemptions or fine print in the legislation 
which would vitiate the spirit or the effectiveness of the measure. 

I think the industry by and large is much more cognizant of the 
necessity of decent wages than its official spokesmen are willing to 
concede in testimony before congressional hearings. 

They realize, as all low-wage industries do—and having been as- 
sociated with a low-wage industry for many years I speak with a 
little degree of competence as to what industries in that area are 
beginning to think—they realize there is competition for labor. They 

realize that higher wages invariably and inevitably result in greater 
competence in work. More and more management people re ealize that 
the future of any industry means attracting young people and at- 
tracting them permanently and encouraging them to make a perma- 
nent livelihood in that type of employment. 

Such managers are no longer interested in just exploiting people, 
because the economic success of a venture in the long run cannot de- 
pend on low wages but on managerial and worker competence. 

Here is a spokesman who last week spoke in those terms. And last 
week we also had the significant announcement from the Sears, Roe- 
buck & Co. that they were making their minimum wage a dollar per 
hour throughout the country for the 133,000 employees whom they 
are reported to have in their company. 

Now, that same expression of support is widespread even though 
not publicly articulated from the rostrums of the National Drygoods 
Association or the Retail Federation. The fact is that the majority 
of all retail merchants are well aware that high income in a com- 
munity means more sales for them. 

Individual merchants have been among the leaders in the fight for 
decent living standards and decent income. 

And what amazes me is that, in view of this longstanding reputa- 
tion which individual retail leaders have had, they have not had the 
gumption and the courage, by and large, to speak up against the few 
who dominate their trade associations and so remove this blot from 
the record which their federation is creating with this opposition to 
decent living standards. 

When they leave these halls in Congress here in Washington, after 
they have pleaded with you to leave this problem to State action, 
they go back to Mass: ichusetts, they go back to Connecticut, they go 
back to New Jersey, they go back to Nebr: iska—talking about current 
areas of opposition that I am awar a terrific fight 
against State minimum wage laws. 
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Let me deal with this problem that Secretary Mitchell has intro- 
duced. Frankly, we think the distinction which he has made is art- 
ful, but hardly adequate. Artful, because he has added a phrase 
which seems to suggest that the problem of interstate commerce can be 
dismissed if you merely include companies that purchase a certain 
volume of goods from another State. 

Dr. Blum has indicated the magnitude of the effect of such a defini- 
tion. On the basis of a 1954 retail survey, we know that somewhere 
approximately between 35 and 40 percent of the employees in the 
retail industry would be covered by the Morse bill. The Mitchell bill 
would probably cover well below 20 percent. I think that Dr. Blum is 
underestimating where the point of impact would be. Secretary 
Mitchell suggests sales of $114 million; actually, in many stores, it may 
require well over $2 million sales and the combination of the purchase 
requirement plus the number of employees required to fulfill his legal 
formula. 

But in this connection, I think that Dr. Blum’s testimony would 
have to take into consideration in terms of the impact the fact that only 
last month New York State has enforced a dollar statutory minimum 
wage for its almost 1 million employees in the retail industry. 

The only group that is excluded is the communities of 10,000 or less. 
That will be lifted; the exclusion will be eliminated early in 1958. 

Senator Kennepy. What is the overtime? Would you care to com- 
ment on the overtime provisions in New York? 

Mr. Merxirgoun. I believe it is time and a half of the minimum 
after 44 hours, but I will have to check it. 

Senator Kennepy. Is there any date set in the New York law when 
it will go to 40 hours? 

Mr. Merxirsoun. I do not believe so. 

Mr. Barkin. Now, if the Retail Federation gives up its fight in New 
Jersey instead of resorting to the courts, and accepts the findings of the 
Commissioner of Labor, we would reduce the impact of the Federal 
legislation by another substantial number. 

We would have you ask Dr. Blum the question as to how much of a 

wage increase has taken place since 1954; judging from the Bureau of 
Labor Statistics figures, there has been a ‘10 percent increase in weekly 
earnings in the retail industry during this period. 

Presumably, on the surface, it seems that the Secretary of Labor’s 
estimates are based, as Dr. Blum suggested, on the interstate firms, 
which he had previously estimated that about 25 percent of the em- 
ployees would be earning under a dollar and would be affected by such 
a minimum. There is a close similarity between the Secretary’ s 
400,000 figure and this 25 percent figure. Our impression is that even 
if he would up-date his data the impact of the Secretary’s own pro- 
posal would actually be much lower than the estimated 400,000. Has 
the Secretary taken into consideration the fact that New York State 
js now on a dollar and that Sears, Roebuck and other such concerns 
have just anounced imposition of the same minimum? We are of the 
opinion that in the light of these developments the number of employ- 
ees in retail trade who would obtain wage increases under the Secre- 
tary’s formula would be much lower than the estimates made before 
this committee. 

We say that the opposition to the Morse bill rests on conflicting 
and contradictory arguments. These opponents argue that the pro- 
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posals will cover small establishments which will be adversely affected. 
When it is pointed out that the $1,600,000 annual sales requirements 
limits coverage to approximately 3 percent of all retail establish- 
ments, they retreat to the contention that this could at a later time 
be fixed at a lower volume of sales. 

Obviously this is a false issue. Our proposal now is a $500,000 vol- 
ume of sales. But this reply does not dissuade the opponents from 

ressing the small store argument. They then argue that there will 
be indirect adverse effects and that the advances in wages in large 
stores will compel identical increases in wages among small stores. 
They also contend that the small-store people will be forced to hire 
substandard help. 

These conclusions are, again, we believe, unfounded. Stores with 
a smaller volume of sales have traditionally paid lower wages than 
those with large sales. And Dr. Blum, quoting the report from the 
Library of Congress reports, furnished you the data on which this 
conclusion is built. 

The 1954 census of business affirms this conclusion not only for 

retail stores as a whole, but for each type of retail store. Our ex- 

perience in the noncovered sections of the industries indicates that 
there is no automatic rise in wages in these areas when minimum 
wages in covered employment is increased. 

When these figures are presented the opponents resort to another 
argument which more nearly reflects their point of view: That is, 
that the exemption of the small store from the increase will be dis- 
criminatory to the large store. 

We contend that the latter as defined in the Morse bill are able and 
competent to absorb the cost of wage increases to $1. Dr. Blum very 
ably presented the data this morning on that subject. 

The defense of low wages, as being the interest of the employees, 
is hardly a tenable one, even though I have heard this now for many, 
many years. Our experience with minimum wage law clearly estab- 
lishes ‘that employees invariably benefit through higher ‘income. 
Higher minimums do accelerate advances in managerial ingenuity 
and technical changes as the retailers contend. But these changes 
and improvements are in the long run inevitable. Low wages should 
not be perpetuated just to delay these innovations. 

[he argument that low wages are necessary to justify the employ- 
ment of marginal, older, less-efficient part-time workers has been 
repeatedly presented in these hearings. 

Insofar as the handicapped, aged and inexperienced are concerned, 
the act does provide an exemption for them. The remainder of 
workers tend to be thoroughly competent, of normal productive ca- 
pacity. The fact. that women are employed on only a part-time basis 
is no justification for underpaying them. True, they have less bar- 
gaining power, but the purpose of minimum wage legislation is par- 
ticularly to correct low wages induced by such a disadvantageous bar- 
gaining position. 

Retailers have argued—and I have gone through these hearings and 
they all sound alike, so T am trying to summarize them for you—re- 
tailers have argued that imposition of a minimum wage would result 
in the cancellation of privileges such as discounts. 

I was very much amused with the pages of testimony in which we 
had a little panegyric on the value of discounts. We cannot believe 
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that there is merit in this. No one seeks employment in a retail estab- 
lishment merely to get discounts. 

Many retail and service establishments which now pay one dollar 
or more have not canceled such privileges. Many of these large 
stores under union nian vet with a dollar minimum still find it profit- 
able and desirable to continue these discounts. But even if they had 
not, the desirability of a decent wage far outweighs the advantages 
of a discount. 

Unlike the spokesman for retailers, we believe that the minimum- 
wage law has as one of its functions the stabilization and regulation 
of the wage market. We know that some large stores pay no more 
than 40 to 70 cents per hour whereas other stores in the same com- 
munities and other branches of the same company will pay wages 
on a par with that required in the Morse bill. 

This inequity in wage levels is improper when we realize the human 
toll that it takes in the form of substandard livi ing conditions. Market 
forces reflect inequalities in bargaining power. Mar keting unbalances 

are created where workers are unorganized as in this industr y. Sub- 
standard wages depress union standards where only a small propor- 
tion of the industry is organized. 

Unfortunately, the retail industry—and I think we have pe it 
bluntly—frequently employs people who must be immobile for family 
reasons, for traditional reasons or other personal reasons. Such 
people must rely on employment in retail establishments which is 
available because they cannot move, and consequently their bargain- 
ing power is very much reduced. Such persons are at the mercy 
of the employer. 

That is no reflection on their capacity to work, no reflection on their 
productivity, their training, their education. It is merely a reflection 
on their lack of bargaining power. We all know that this is so if we 
go into any department store and simply walk from one clerk to 
another. You quickly realize the wide varieties of background and 
competencies, training, personal efforts, and personal circumstances 
which are reflected in each one of these clerks. Most emphatically, 
these are not substandard human beings or people working for pin 
money. They need the money they earn for bare necessities. 
They can’t move to other employments with ease and, therefore, resort 
to lower-wage type of employment. In that case it is improper to 
justify low wages by allegation of low productivity. That argument 
which runs through the retail testimony is as amazing as it is inde- 
fensible. You would almost think that they believe that the Ameri- 
can public is still 50 years behind the times. We all know the large 
supermarkets. We know the technical innovations in even our local 
stores, not to speak of the innovations in the department stores, large 
chain stores, We know of the technical innovations. If you would 
read trade magazines, such as Retailing and Women’s Wear, you see 
the whole sections of these papers devoted to the problem of how to 
use electronic computers, how to use automatic delivery systems, how 
to use centralized billing systems, how to use this kind of elaborate 
innovation and that kind of innovation. There are tens of people 
throughout this country who make a living consulting with these 
retail stores and retail shops on how to improve their productivity. 
If you attend a meeting of the National Dry Goods Association, you 
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have whole sections there devoted to the subject of how to improve 
productivity. 

Weare not in the Neanderthal-man days. We are in 1957 where the 
retail industry is spending prodigious sums of money, much investi- 
ating techniques and procedures for increasing productivity. 

This talk about retail industry not being highly productive might 
have been interesting conversation 10 or 20 or 30 years ago. It is 
irrelevant, out of date, and obsolete at the present time. The retail 
industry is becoming as alert, as sensitive to these problems as any 
other industry in the country. The extent of innovation in the 
supermarket which has flourished throughout the years, is the best 
example of a kind of technical devices which are r: aising productivity 
and reducing labor utilization in the retail stores and consequently 
increasing and ré 1ising the capacity to pay fair wages. 

Senator Kennepy. The argument has been made that some com- 
panies having branch stores in small towns would be required to pay 
a wage which is way out of line with the wage structure in the town 
and that that will place them under an unre: asonable burden. What 
do you say as to that? 

Mr. Barkin. We have always had that problem. Here is Sears 
Roebuck, that has given the retail industry its answer. It is going to 
pay the dollar irr espective of local tradition. When collective bar- 

gaining became the practice in the later thirties and later part of the 
thirties, GE, GM, and other of that national scope told us the:same 
story. We are going to define our wages in terms of local standards. 
But we have overcome that. We are establishing national standards 
in all of these industries. Even in the textile industry, we have a 
uniform minimum now between the North and the South. 

This nonsense 

Senator Kennepy. There is still a substantial difference. The fig- 
ures that came out a week or two ago show a substantial differential 
still between the North and South. 

Mr. Barkin. Not in cotton-rayon textiles. 

Senator Kennepy. How about worsteds ? 

Mr. Barkin. In worsteds there are differentials between North and 
South. New England pays a much higher rate of pay than the south- 
ern rate. 

Senator Kennepy. What is the average in New England? 

Mr. Barkin. For what? 

Senator Kennepy. Worsteds. 

Mr. Barwin. $1.55 and $1.60. In the South it is $1.40 and $1.45 
but in the cotton-rayon industry, unfortunately we are leveling out 
uniformly on a low level. The two areas now are relatively standard. 

This concept, this concept that we are still dealing with private, 
isolated duchies in each town which has no contact, no relevance, no 
relation to any other part of the United States, might have served 
us in medieval days but hardly serves us today. Certainly such a 
concept can not serve us very much longer now that Congress has 
appropriated or authorized the expenditure of billions of dollars for 
national highways of the type that we are now building. There is no 
isolation in any part of this country. And what I think these men 
have certainly overlooked is that concurrent with these means of 
transportation, industry is decentralizing. These industries which are 
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decentralizing are bringing national wage standards into the local 
community. “This is a different world and a different America than 
the one the opponents of the Morse bill are trying to paint here. 

To turn to the question which you asked of ‘Dr. Blum on the prob- 
lem of cost of living, in local, small, southern communities. I spend 
a good deal of my time in the ‘South ‘getting acquainted. In the hear- 
ings of 1955 we presented a considerable volume of testimony show- 
ing that the cost of living frequently is much higher in the southern 
textile community, stuck aw ay either in the w estern hills, or buried 
out in the Carolinas. The reasons are very simple. Dr. Blum indi- 

cated some of them: you have transportation. If you are isolated, 
the products cost more. The individual local store has an opportun- 
ity of exercising local monopolies, such as is not possible in larger 
communities where you have supermarkets competing with one an- 
other. 

Senator Kennepy. I think that it is probable that the lowest wages 
are to be found in the retail industry, certainly in variety stores and 
so on. 

Mr. Barxrn. Oh, yes. 

Senator Riera That must reflect a general low wage structure 
in the communities, doesn’t it ? 

Mr. Barkin. No. 

For example, just take some of these southern communities. You 
will find that the retail stores will pay low wages for a simple reason: 
even if the rest of the community is paying relatively higher wages, 
the retail stores will pay lower wages for two reasons. First of all, 
they will attract young girls and women who either can’t or don’t 
want to work in a textile mill at relatively higher wages but who 

‘ant leave home, and who can’t leave that community. Such indi- 
viduals have no mobility and they are caught and they take the only 
employment which is available. 

Secondly, there is a preference for this work rather than going into 
the textile mill, because of the social stigma which might be attached 
to working in a textile mill. So, these employees are very frequently 
high- school girls, responsible individuals, highly competent who run 
their families, who need the extra income, and who find this kind of 
employment adaptable to their own schedule. These are merely the 
evidence of the condition that minimum-wage legislation historically 
seeks to correct—low individual bargaining power. You are not 
unionized and you are at the mercy of the employer. Many of these 
merchants would like to correct their own wage levels but cannot for 
competitive reasons and the law. Minimum- wage laws from their 
earliest conception, when they were developed on the continent, in 
England, and other countries, had this primary function, How do 
you help people who have no bargaining power, who are without re- 
sort to organization? How do you help them balance their bargain- 
ing power ‘with the employer and how do you help both of them from 
the helpless condition of sinking into this competitive situation that 
leads to these low wages? 

On the problem of State laws, I think 

Senator Kennepy. We have got that pretty well 

Mr. Barkin. I would like to indicate, Senator Kennedy—I think 
the evidence which Dr. Blum has in the staff report is extremely perti- 
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nent. These Retail Federation people who have spoken on this mat- 
ter and turned to State legislation, they should have reread the pages 
in Mr. lum’s report on the attitude of the various State Federations 
toward State legislation which is on page 180. I think that is answer 
enough to them. They are resorting to State legislation, not because 
they believe that that is a remedy, because it permits them to avoid 
and evade fair wages for their employees. They think they can 
control State legislatures more easily than they can the Congress of 
the United States. 

Senator Kennepy. I have read your statement. I don’t want to 
have you skip anything that you want to talk about, but I wonder if 
you want to go into this matter of the area of production, since Sena- 
tor Stennis has suggested an amendment. That matter is obviously 
going to come up on the floor and I notice you make some reference 
to it in your testimony. 

Mr. Barkin. We have been wrestling with that. I have testified 
before the Secretary of Labor several times on the problem of the 
area of production and made suggestions with respect to it; as to 
how best to control it. Our primary suggestion is to eliminate such a 
definition or such an exemption. It is just a futile, endless process of 
trying to control what the area of production is. The inequities 
which have been pointed out on both sides find no solution except the 
complete elimination of that term. We believe that if the employer 
is not actually raising crops, but is engaged in the packing and the 
processing of agricultural products, they should be covered. 

The cotton ginning story is a typical illustration. That industry 
has been completely mechanized and modernized. Cotton ginners 
have achieved more advances in productivty there than many an in- 
dustry with wages 3 or 4 times that which they pay in cotton ginning. 
Consequently, the ginners can pay this minimum and muscu moe. 
Moreover, they are changing the type of employee who used to work 
in the cotton gin. Today such workers are modern, highly qualified 
people capable of operating modern equipment. Employees fighting 
for exemptions are resorting to differentiation in terms of myth. The 
kind of operation which such employees have today is no longer 
related to agricultural employment or primitive types of employ- 
ment. 

Senator Kennedy, this is one interesting phase of this particular 
discussion: These men have not even updated the testimony they are 
offering you. They are relying on the impressions which they have 
left in Congress over these last 20 years. Let them bring in a picture 
of a modern cotton gin and see whether it is more like one of these 
electronic computers than anything they showed in photographs and 
testimony over the last 20 years. 

These are highly modern plants, thoroughly able to pay the wages 
which we are advocating. 

The same thing is true of the canning operations. We know what 
these canning operations are. They are highly modernized. They 
have more isotopes and electronic devices in some of these canning 
factories than we have in the textile mill and yet they try to parade 
here that this is one of these ramshackle, old weatherbeaten, tin-cov- 
ered shops exposed to the sun out there in the fields. If you would 
believe these men, if you made one more demand on them, those 
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termite-eaten posts that are holding up the tin roofs would fall to the 
ground. 

This is just nonsense. Let us get the facts about what these plants 
are at the present time. These industrialists, let me repeat, are relying 
upon a conception of industries which are obsolete and have no rele- 
vancy to the modern industries which are recognized as being able to 
pay fair wages. 

Senator Kennepy. Perhaps we can go through this. Senator 
Stennis has filed a statement, which I think is very interesting and 
important, and on behalf of the bill which he introduced with Senators 
Holland, Hickenlooper, and Thurmond. (See p. 871.) He has made 
some estimates which I would like you to comment on. The first 
part of his bill would define the term “agriculture” to include certain 
operations which Senator Stennis stated were not considered as being 
agricultural at the time that the original act was passed. His defini- 
tion broadens the language to make it clear that the farmer can pack, 
store, clean, dress, and otherwise prepare his product for market and 
have such activities considered within the definition of agriculture, 
He can also hire the job done for him on the farm and have it con- 
sidered as agriculture. 

Would you or Mr. Meiklejohn care to comment on that? 

Mr. Barkin. From our rough estimate, what he is attempting to 
do is to take about 233,000 workers now covered by the law out from 
under its provisions. Consequently, we think that kind of exemption 
is improper and unjustified. We now have under this act, under this 
section 10, of 13 (a), according to Department of Labor estimates, 
about a million people. These are the people who are exempt under 
the area of production. These people include 70,000 who are in the 
manufacture of butter, ice cream, and canned fruits and vegetables; 
40,000 in cotton ginning; 11,000 in warehousing and, I think, about 
100,000 in wholesaling. 

I have broken it down because it gives you a better insight as to 
what we are talking about. These are now exempt. These are very 
highly productive people, performing services comparable to those 
now covered under the law. What he is suggesting under this bill is 
to take the greater part of the remaining 1 million—there are 1 mil- 
lion people engaged in these activities—and largely engaged in the 
wholesale trade of dairy products, fruits, cotton, grain, livestock, to- 
bacco, seeds and trying to get them out from under the law. 

These operations are being conducted quite economically. What is 
he attempting to suggest? We should have a wholesale wage cut 
through the Farm Belt and depress standards there at a time when 
costs are rising for these people and when we have guaranteed them 
a modicum of decency over these many years! I am sure that if we 
examine the wage scale—we know what the occupations are—they 
are truckdrivers, they are operators of forklift trucks, they are oper- 
ators of all kinds of mechanical devices, conveying material from 
one place to another. These workers even include operators of power- 
houses. Aren’t these people at least entitled to a dollar? They have 

been entitled to it for many years. 

Why this sudden interest in depressing their wage standards? We 
don’t take proposals like these seriously. These are defensive moves 
in order to offset the proposals which we are making. There is no 
other motive because they are not going to reduce wages. In this day 








on 
Lis 
eS, 
ler 
he 
2S } 
yut 


to 
ry 
ose 
Lis 
iil- 
the 
to- 


t is 
cut 
hen 
em 
we 
hey 
er- 
‘om 
ver- 
ave 


We 
Ves 
; no 
day 












MINIMUM WAGE PROTECTION 817 






and age that, fortunately, is a practice that is in the limbo, it has 

one out of practice. The only purpose of this amendment is for 
SD einininn purposes. The Senator seems to halt the improvement of 
wages for ‘these employees who are now exempt. 

Senator Kenepy. I think you are a little optimistic there, Mr. 
Barkin. 

Mr. Barxrn. I am optimistic? 

Senator Kennepy. Yes. 

Mr. Barkin. If I am optimistic, we will let the Senate know how 
we feel about it if it ever gets out of committee. 

Mr. Merkxiesoun. Could I add one further comment on it? 

I have been over this bill and from a reading of it, it is very diffi- 

cult to see how any agricultural processing occupation or operation 
or any occupation or operation in agriculture could be under the 
coverage of the Fair Labor Standards Act. The breadth of the bill, 
1 think, is clearly shown in the definition of area production, which is 
proposed in the bill. I would like just to read that, if I might. It 
reads : 
The area of production of any agricultural or horticultural commoditty, in- 
cluding livestock and poultry, includes all of each county in which such com- 
modity is produced in commercial quantities except that it shall not include 
the corporate limits of a city or municipality having a- population in excess of 
250,000, as reported in the 1950 census. 

I think this is an adequate measure of the scope of this bill. 

Senator Kennepy. Thank you. 

Mr. Barxry. I think that while you thought that my statement 
~ be a bit too optimistic about the attention that might be paid to 

t, 1 do believe that on mature reflection both the Senators sponsoring 
the bill and their supporters will realize that they can’t come to the 
people of the United States and ask support for farm groups in this 
country and then in the next step come to the Congress of the United 
States to try to cut wages for a million people. 

That just doesn’t make sense and doesn’t represent good political 

savvy. So while you properly cautioned me about my optimism, I 
don’t think that I would question the political sagacity of these men. 
I realize that in the process of bargaining you introduce bills for 
purposes of negotiation, but I would not credit them with hav ing any 
serious intent in this connection. 

The Secretary of Labor introduced this problem of overtime exemp- 
tion. Under this act, in this agricultural area, particularly, we have 
a series of overtime exemptions—7 (b) and 7 (c) and 13 (b) sections. 
They exempt quite a number of people. The Secretary of Labor, in 
his 1955 testimony, submitted a memorandum which estimated that 
892,000 people are exempt, under duplicated exemptions under 1 or 2 
or 3 of these provisions. 

We think that the progress unions have made in their contracts 
providing for overtime pay, on which testimony has been submitted, 
indicates that it is about time we cut out this kind of an exemption. 

Again, may I just underscore this one basic note about many of 
these coverage items. They remain compromises introduced in 1938 
and in 1949, in the bargaining on the increase in minimum. We have 
to reexamine these. The special privileges which these groups have 
received are obsolete. We have changed practice. We have got to 
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realize that in 1933, when we introduced the scheduled 40-hour week 
under the NRA, it was a novelty. We had to come from 48 hours to 
40 and maintain pay. 

By law, in 1938, the Fair Labor Standards Act merely confirmed 
the 40-hour week. But we exempted hundreds of thousands of people, 
such as this group, because they had not yet acclimated themselves to 
these new scheduled hours. 

Since then, we have brought the retail industry under the 40-hour 
week, not all of it, but the large stores in many of the large metro- 
politan areas schedule their workers on a 40-hour week. They have 
adopted 5-day weeks. We have learned that that was practical. The 
railroads have come under the 40-hour week and more and more of 
the laggard sectors of our economy have accepted the 40-hour week. 
We are thinking of a shorter workweek. 

The first contribution we can make in overcoming laggard groups 
is to bring these major areas of our economies which have not enjoyed 
the benefits of the primary groups, benefits which are now 25 years 
old in our economy, bringing them within the umbrella of the 40- 
hour week. 

Mr. Ives’ bill, S. 1563, is another one which needs considerable re- 
view, both by himself and other sponsors—I think it was a hurried, 
sudden thoueht which had certain attraction. I hope that the head- 
line in the Women’s Wear Daily characterizing this bill as a States 
rights’ bill imperiling a Fair Labor Standards Act was not Mr. Ives’ 
intent. 

Knowing his background and his interest in this field, he was 
possibly a little rash in introducing it in the particular formulation 
that he had, but his intent, I am certain, was not to destroy the Fair 
Labor Standards Act as is implicit in the specific language. 

As has been stated several times, if the purpose of the bill is to 
permit the Secretary of Labor to use the offices of the various State 
departments to help it administer the law, provision already exists 
and we believe it is good. We were in favor of it back during the 
war period, in the latter part of the thirties, when that was done 
because it helped build up the competencies of the various State labor 
departments. 

In conclusion, for the spokesmen of the American Federation of 
Labor-CIO, may I just express this sentiment: We appreciate the 
patience of your committee. We hope that this backward area in the 
field of labor legislation will be thoroughly reviewed so that we can 
make progress in bringing more people under the protection of the 
law. 

Unfortunately, these are generally areas where union organization 
is weak, where the ability of individuals to bargain for themselves is 
limited. The continuance of these low-wage standards in these areas, 
IT think, is a blot on the good name of this country. 

Senator Kennepy. Just one question. Are you through? 

Mr. Barxtn. Yes. 

Senator Kennepy. We asked Dr. Blum whether a limitation on 
overtime, even if it were staged, will have an effect on some people’s 
take-home pay in view of the reduction in their hours from 48 to 44 
and ultimately to 40, particularly when it is so easy for a company 
to employ part-time employees in this field and the unlikelihood that 
there would be any extensive use of time and a half. 
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Are you reconciled to that and feel that that is a price that. should 
be paid in this case? 

Mr. Barxry. Correct. 

Senator Kennepy. What has been your experience? Do you have 
a 40-hour limitation in your union contracts in this field ? 

Mr. Barkin. Yes. 

Senator Kennepy. Is there much use of time and a half? 

Mr. Barkin. There tends to be a minimum use. 

Senator Kennepy. But your bargaining, of course, has lessened the 
number of working hours and therefore the take-home pay of some 
of your members? 

Mr. Barkin. It might have in some individual cases but we can 
count on time correcting that particular inequity. 

Senator Kennepy. I want to thank you both. 

Mr. Merkiesonn. Could I make just a couple of comments? 

First of all, I would like to ask that my statement be submitted 
for inclusion in the record. I do not intend to read it but there are 
one or two comments I would like to make. 


(The prepared statement. referred to by Mr. Kenneth Meiklejohn 
follows :) 


STATEMENT OF KENNETH A. MEIKLEJOHN, SPECIAL CONSULTANT, INDUSTRIAL 
UNION DEPARTMENT, AFL-CIO 


Mr. Chairman and members of the subcommittee, my name is Kenneth A. 
Meiklejohn. I am attorney, associated with the firm of Cobb & Weissbrodt, 
with offices at 1908 Q Street NW., Washington, D. C. 

I am appearing here as special consultant to the Industrial Union Depart- 
ment, AFL-CIO, in connection with proposals to extend the coverage of the 
Fair Labor Standards Act. 

The amendment of the Fair Labor Standards Act to broaden its application 
so that the protection of its minimum wage, overtime compensation, and child- 
labor provisions may be enjoyed by a great many more workers is long overdue. 
I do not pretend to be nonpartisan when it comes to a question of whether em- 
ployees should be protected against “wages too low to buy the bare necessities 
of life’ and “long hours of work injurious to health,” to use the words of the 
Senate Committee on Education cg Labor, the predecessor parent of this sub- 
committee, in its report on 8. 2475, the bill that later became the Fair Labor 
Standards Act. I agree as a matter a principle and humanity with the conclusion 
reached in 1937 by the Senate Committee on Education and Labor that “the chan- 
nels of interstate commerce” should be closed to “goods produced under conditions 
which do not meet the rudimentary requirements of a civilized democracy” (S. 
Rept. 884, 74th Cong., Ist sess.). The only thing I would add to this conclusion 
is that there is no more reason today for the existence of substandard wages 
and working conditions in the distribution of goods and services than in the 
production of goods. Such conditions anywhere do not meet the rudimentary 
requirements of a civilized democracy, and Congress should do whatever it can 
within its constitutional powers to outlaw them. 

There is, of course, room for argument over what Congress can do, and 
also over what Congress should do in legislating in this field. The subcommittee 
presently has before it two proposals, one in the form of a bill, 8. 1267, spon- 
sored by Senator Morse and other Senators, and the other in the form of an 
administration program recommended by Secretary of Labor James P. Mitchell. 
Senator Morse’s bill would do more for workers in low-wage industries now 
excluded from the act than Secretary Mitchell’s recommendations. Both accept 
the premise, however, that something can and should be done to extend some 
form of protection to workers in these industries. 

As between the Morse bill and the Mitchell proposal there is, I am sure, 
hardly any need for me to point out I greatly prefer the former. The Morse 
bill will do an effective job of extending the coverage of the Fair Labor 
Standards Act to some 9,451,000 additional workers. Secretary Mitchell’s pro- 
posal, besides giving only partial coverage, limited to the minimum wage, would 
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leave many workers whose wages are among the lowest in the country and 
whose hours of work are among the longest still unprotected by the act. 

My main concern in submitting this statement is to outline the legal elements 
of the problem involved in extending the coverage of the Fair Labor Stand- 
ards Act. Data supporting extension of coverage to particular groups of em- 
ployees have been submitted to the subcommittees in the testimony and state- 
ment of President George Meany of the AFL-CIO and its director of research, 
Stanley H. Ruttenberg. The spokesmen of interested international unions affil- 
iated with the AFL-CIO have appeared before you. I can think of no one 
better qualified to deliver their aspects of the problem before you than Solomon 
Barkin, Director of Research, Textile Workers Union of America, with whom 
I am associated in testifying before you this morning. 

There are three principal ways in which the Fair Labor Standards Act now 
excludes workers from effective minimum wage and overtime protection: (1) 
The basic coverage concept used in the act, namely, whether an employee is 
“engaged in commerce or in the production of goods for commerce,” removes 
substantially whole trades and industries from the scope of the act and pro- 
duces uneven and inequitable application of the act even in covered industries; 
(2) The definition of “produced,” as used in the basic coverage language of the 
act, was narrowed by technical amendments in 1949 that removed from the 
coverage of the act employees who are not engaged in occupations “closely re- 
lated” and “directly essential” to production; and (3) The act contains a multi- 
tude of exemptions that deny the protection of the act to millions of workers, 
even though they are “engaged in commerce or in the production of goods for 
commerce.” 

The minimum wage and maximum hours provisions of the Fair Labor Stand- 
ards Act apply at the present time only to employes who are “engaged in com- 
merce or in the production of goods for commerce.” Approximately 13,500,000 
workers are presently excluded from the act as a result of (a) limiting cover- 
age to activities “in commerce” or “in the production of goods for commerce,” 
and (b) basing coverage on activities engaged in by individual employees, 
rather than the activities engaged in by their employer. 

The present act excludes broad areas of industrial and business activity from 
the application of its protective minimum wage and maximum hours safe 
guards. While 97 percent of wage and salary workers in mining, 96 percent of 
those in manufacturing, and 87 percent of those in trunsportation, communi- 
ecations, and utilities are within the protection of the act, only 3 percent of wage 
and salary workers in retail trade, 17 percent of those in services and related 
businesses, and 24 percent of those in construction, are protected by the act. 

As has already been pointed out, under the present test of coverage that is 
used in the Fair Labor Standards Act, it is the activity engaged in by indi- 
vidual employees, not the activities engaged in by their employer, that deter- 
mines whether the act applies to such employees. In every case, the test is 
whether the work in which the employee is engaged is such that he may be said 
to be “engaged in commerce or in the production of goods for commerce.” 

All too frequently some employees of giant corporations having far-flung in- 
terests all over the country are denied the protection of the Fair Labor Stand- 
ards Act because they are not technically “engaged in commerce or in the pro- 
duction of goods for commerce.” At the same time, some employees of even the 
most local type of small business are covered by the act because they are tech- 
nically “engaged in commerce or in the production of goods for commerce.” 

Under the present tests of coverage included in the Fair Labor Standards 
Act, it often happens that some employees of an employer are covered, while others 
working alongside them and doing the same work, are not. For example, employ- 
ees ordering merchandise from outside the State would ordinarily be covered by 
the law since they are “engaged in commerce or in the production of goods for 
commerce.” Other employees of the same employer, however, who are engaged 
in ordering the same merchandise, but from within the State, are not covered 
by the act because they are not “engaged in commerce or in the production 
of goods for commerce.” 

Under 8S. 1267 the minimum wage and maximum hours provisions of the Fair 
Labor Standards Act would apply, not only to every employee who is “engaged 
in commerce or in the production of goods for commerce,” but also to every em- 
ployee who is “employed in or about or in connection with any enterprise” 
where his employer is “engaged in any activity affecting commerce.” The pres- 
ent coverage of the act is preserved under the bill so that employers and em- 
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ployees who have been operating in conformity with the law will understand 
that there is nothing in the new coverage provisions that relieves them from 
continuing to do so. The phrase “activity affecting commerce” is defined in the 
bill as including “any activity in commerce, necessary to commerce, or com- 
peting with any activity in commerce, or where the payment of wages at rates 
below those prescribed by this act burdens or obstructs or tends to burden or 
obstruct commerce or the free flow of goods in commerce.” 

The bill would broaden the coverage of the Fair Labor Standards Act so 
that it would apply throughout the full scope of Congress’ power under the Con- 
stitution to regulate interstate and foreign commerce in the fields with which 
it deals; namely, minimum wages, maximum hours, and prevention of oppres- 
sive child labor. The act’s coverage would be substantially the same as that 
of the Labor Management Relations Act, which applies to every “industry affect- 
ing commerce,” defined as meaning “any industry or activity in commerce or in 
which a labor dispute would burden or obstruct commerce or tend to burden 
or obstruct commerce or the free flow of commerce” (Labor Management Rela- 
tions Act, 1947, see. 501 (1)). Uneven coverage within plants would be elimi- 
nated and the fair employment would be protected from unfair competition by 
the chiseler, since all of an employer’s employees would be covered in any plant 
or establishment where he is engaged in any activity affecting commerce, and 
coverage would apply equally to employers engaged in any activity affecting 
commerce, including employers who are in competition with such an employer. 

If there are specific groups of employees to whom the application of the 
minimum wage and maximum hours safeguards prescribed by the Fair Labor 
Standards Act may be inappropriate because of the local nature of their em- 
ployer’s activities or special circumstances peculiar to their employment, specific 
exemptions can be written to cover such situations. No employee should be 
denied the protection of the act, however, by restrictions of its basic coverage 
not required as a matter of law. i 

When the Fair Labor Standards Act was passed in 1938 it was new and untried 
legislation, the effects of which no one could foresee with certainty. Congress 
recocnized, however, that low wages and long hours were unfair and unjust to 
workers. The prevalence of these conditions in interstate industry and com- 
merce held back the growth of purchasing power and restricted the development 
of employment opportunities for millions then unemployed. 

Over the years, the Fair Labor Standards Act has shown itself to be a shield 
and protector for millions of low-paid workers, organized and unorganized. 
Along with the Social Security and Unemployment Compensation Act, it has come 
to be recognized as the principal bulwark against the deflationary effect of busi- 
ness recession and depression on wages and working conditions. 

The minimum standards prescribed in the Fair Labor Standards Act are the 
foundations on which today’s wage structure, for organized as well as unor- 
ganized workers, is largely built. They have been a benefit to the economy, not 
a detriment. They have encouraged greater efficiency and stimulated increased 
productivity. They have protected the fair employer from the unfair wage 
competition by the chiseler. 

Few today challenge on its merits the declared purpose of the Fair Labor 
Standards Act to correct and as rapidly as practicable to eliminate conditions 
of labor which are detrimental to the maintenance of the minimum standard of 
living necessary for health, efficiency, and general well-being of workers. Yet, 
only slightly more than 50 percent of the workers who could be covered by the 
act are now, in fact, covered by the law; for 20 million workers who could be 
covered there is still no Federal protection against labor conditions detrimental 
to the minimum standard of living necessary for health, efficiency, and general 
well-being. Why should this be so? 

Well, we hear it argued that the enterprises and industries that are now 
excluded from the act are engaged in local business which the Federal Govern- 
ment has no power or right to regulate, and that minimum wages and maximum 
hours in these enterprises and industries should be regulated, if at all, only by 
the State or local governments. 

Now, it may very well be true that there are local businesses which the Fed- 
eral Government has no authority to regulate under the Constitution of the 
United States. We do not, however, need to concern ourselves with these local 
businesses because, even if we wished to do so, we could not make the Fair 
Labor Standards Act apply to them. As a matter of fact, the bills before the 
subcommittee are clearly limited to apply only to enterprises and industries 
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that are engaged in activities affecting commerce. Over and over again, in 
recent years, the courts have held that such enterprises and industries are 
proper subjects for Federal regulation under the commerce clause of the Con- 
stitution. 

The 9,451,000 employees to whom §. 1267 would extend the protection of the 
Fair Labor Standards Act are not engaged in local businesses which the Fed- 
eral Government has no constitutional authority to regulate. A substantial pro- 
portion of these are, in fact, covered by the commerce language in the Act 
(i. e., they are engaged in commerce or in the production of goods for com- 
merce) and would be entitled to the act’s protection if it were not for special 
exemptions contained in the law. This group includes such workers as those 
employed by exempt agricultural and agricultural processing enterprises, en- 
gaged in the processing of fish and seafood products, shipping companies, small 
telephone exchanges, logging operations, and newspaper publishing. 

The remainder are employed by concerns whose activities affect commerce but 
are not covered by the commerce language of the present act because they are 
not engaged in commerce or in the production of goods for commerce. 

This second group includes the great majority of retail and service work- 
ers who, between them, account for nearly one-half of all workers now ex- 
cluded from the act. Among these are the employees of the giant variety—de- 
partment stores, grocery chains, the great hotels, and the various service in- 
dustries providing services to mining, manufacturing, transportation, commer- 
cial, and communications enterprises, such as laundering, dry cleaning and 
repairing clothes and fabrics, finance, insurance, and real estate. They also 
include employees of farflung construction enterprises and of the great metro- 
politan transit systems. 

S. 1267 is carefully drawn to extend this protection of the Fair Labor Stand- 
ards Act only to the larger retail and service enterprises. The act would 
not apply to retail or service enterprises that do not have more than 4 establish- 
ments or that do not do more than $500,000 worth of business annually. Under 
the language of the bill, this act’s minimum-wage and overtime provisions clearly 
would not apply to small local businesses, such as the corner grocery or drug 
store, Shoe repair shop, barber shop, cleaning and pressing establishments, or 
beauty parlor. Nor would they apply to construction enterprises or local transit 
systems unless they affect interstate commerce. 

Of course, it might be argued that if the protection of minimum labor stand- 
ards is so desirable in interstate industry, trade, and commerce, why do we not 
propose that these standards be applied in small, local businesses as well? 
This is a fair question, but the answer to it is that the Federal Government's 
power Over wages and hours in industry, trade, and commerce is limited by the 
scope of the commerce clause of the Constitution. It’s power does not extend 
to purely local business that has no effect on interstate commerce. When it 
comes to local business, reliance must be placed on the States ,and, unfortu- 
nately, only one-half of the States provide any protection at all for workers in 
nonmanutacturing industries, and only 8 states and 38 territories have minimum 
wage laws applying to both men and women workers. 

AFL-CIO Fair Labor Standards Fact Sheet No. 2 summarizes existing States 
and Territorial minimum-wage provisions, with particular reference to retail 
trade, laundries and dry cleaning establishments, hotels and restaurants, and 
the canning industry. It shows all too clearly that we can not rely on the 
States to regulate wages and hours for even strictly local businesses, let alone 
the large retail and service enterprises and other concerns whose employees 
would be protected by the Fair Labor Standards Act if S. 1267 is enacted. 

Furthermore, State regulation of wages and hours in these larger enterprises 
that affect interstate commerce necessarily produces uneven and inequitable 
results when concerns in some States are regulated but those in most States are 
not, when the minimum wage is comparable to the Federal minimum in 1 or 2 
States but nonexistent or very low in all the others, and where there is effective 
enforcement in a handful of industrial States but little or none in all the rest. 
We have found, too, that in wage board proceedings in the State increase in the 
State minimum are nearly always opposed by the same business associations and 
employees that are now opposing extension of the coverage of the Fair Labor 
Standards Act, often on the ground that a higher minimum in the particular 
State would be unfair in light of the lower minimums in effect in neighboring 
States. 

So, when the question is asked why we would draw a line through some 
industries and apply the Fair Labor Standards Act to enterprises on one side 
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of the line but not to concerns on the other side of the line, we answer that 
the law and practical commonsense require such a line. It is because the 
States have not and will not do an effective job in prescribing fair labor stand- 
ards for the employee in the industrial plants and business establishments within 
their borders that it is so important to extend the protection of the Federal Fair 
Labor Standards Act to as many workers as can legally be brought within its 
protection. 


(The subcommittee recessed from 12:25 p. m., until 2:30 p. m.) 







AFTERNOON SESSION 


Present : Senators Kennedy (presiding), Purtell and Allott, mem- 
bers of the subcommittee; and Senator Smith of New Jersey, ranking 
minority member of the committee. 

Senator Kennepy. The first witness is Secretary Thomas. 

Secretary THomas. Mr. Chairman, I understand it is agreeable 
to have Admiral Becknell read his statement first. Is that agreeable? 

Senator Kennepy. Yes, fine. 

(A letter from Secretary of the Navy Thomas to the President 
of the Senate follows :) 

DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 28, 1957. 
The PRESIDENT OF THE SENATE, 
United States Senate, Washington, D.C. 

My Dear Mr. PRESIDENT: There is forwarded herewith a draft of proposed 
legislation to amend the Fair Labor Standards Act of 1938, as amended, to 
restrict its application in certain overseas areas, and for other purposes. 

This proposal is a part of the Department of Defense legislation program for 
1957, and it has been submitted to the Bureau of the Budget for advice as to 
its relationship to the program of the President. The Bureau of the Budget 
has advised that it has no objection to the submission of this proposal to the 
Congress, subject to certain comments as indicated in the enclosed copy of a 
letter from the Bureau of the Budget. 

The Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. It is recommended that this 
proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 





This proposal would amend the Fair Labor Standards Act of 1938 (29 
U. S. C. 201) to provide for restricted application of the principal provisions 
of that act of Guam, Wake Island, the Canal Zone, and in any area within 
foreign countries that is under the jursdiction of the United States. As to 
Guam, the Canal Zone and Wake Island, the proposal provides for establishment 
of a minimum wage by the Secretary of Labor upon the recommendations of an 
industry committee appointed by him as is done now for Puerto Rico, the Virgin 
Islands, and American Samoa, except that the industry committee recommenda- 
tions are made subject to review and approval by the Secretary of Labor. In 
addition, the Secretary of Labor will be required to give interested persons due 
notice and opportunity to be heard prior to publication of such recommendations 
in the Federal Register and prior to filing modified or new findings. 

With respect to areas other than a State of the United States, the District of 
Columbia, Alaska, Hawaii, Puerto Rico, the Virgin Islands, outer Continental 
Shelf lands defined in the Outer Continental Shelf Lands Act (67 Stat. 462), 
American Samoa, Guam, the Canal Zone, and Wake Island, where the United 
States may have defense bases or other establishments, the proposal expressly 
provides that the following provisions of the Fair Labor Standards Act do not 
apply: section 6 (minimum wages), section 7 (maximum hours), section 11 
(inspection of records, investigations, and reports), and section 12 (child labor). 

The proposal would authorize the Secretary of Labor, after receiving recom- 
mendations of the industry committee, to determine the minimum wage rates 
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for Guam, the Canal Zone, and Wake Island. In so doing the Secretary may 
determine the wage appropriate for the geographical area or particular work 
performed, not in excess of the minimum rate applicable within the continental 
United States ($1 per hour) and taking into consideration the fact that the 
labor standards in these areas are unlike those in the United States. 

In addition, the bill provides that section 7 and section 12 of the act shall 
not apply to those employees for whom the Secretary is authorized to establish 
minimum wage rates under the new section 6 (a) (4) except where such wage 
rates are in effect. Where such wage rates are in effect, the Secretary would be 
authorized to make rules and regulations providing variations and exemptions 
from any or all of the provisions of sections 7 and 12 if he should find, after a 
public hearing on the matter, that economic conditions warrant such action. 

The proposal also provides that no employer shall be subject to any liability 
under the Fair Labor Standards Act or the Portal-to-Portal Act for work per- 
formed in foreign countries or in areas under jurisdiction of the United States 
other than those named in the act. Similarly, employers would not be liable 
under such act for work performed in Guam, the Canal Zone, or Wake Island 
prior to the effective date of a minimum wage fixed by the Secretary of Labor. 
Thus it may be seen that the proposal generally would apply to Guam, the 
Canal Zone, and Wake Island the same provisions of law presently made ap- 
plicable to American Samoa by the act of August 8, 1956 (70 Stat. 1118) and 
additionally it would exempt the application of section 12 (child labor). A 
final provision of the proposal would amend section 17 of the basic act to add 
the District Court of Guam to those forums having jurisdiction to restrain 
violations of the act. 

The Fair Labor Standards Act covers employees engaged in commerce or the 
production of goods for commerce. The geographic coverage of the act turns 
upon the definition of “State” as “any State of the United States or the Dis- 
trict of Columbia or any Territory or possession of the United States.” As 
a result of this broad definition the act may be interpreted as applicable not 
only to employees in the United States and its Territories, but also to employ- 
ees upon any United States base anywhere in the world. This broad interpre- 
tation of coverage is supported by the decision of the Supreme Court of the 
United States in Vermilya-Brown Co., Inc. v. Connell (335 U. S. 377 (1948)). 
This case held that the Fair Labor Standards Act, if otherwise applicable, 
covered employees of United States contractors engaged in construction of a 
military base for the United States on land in Bermuda acquired from Great 
Britain under the destroyer-lease agreement. The court held thit the “facts 
indicate an intention on the part of Congress in its use of the word ‘possession’ 
to have the act apply to employer-employee relationships on foreign territory 
under lease for bases.” 

The full effect of the Vermilya-Brown decision was not immediately felt by 
the Department of Defense because the Department was not, in 1948, engaged 
in a mobilization effort which involved extensive overseas construction in areas 
covered by this decision. However, the expansion of military operations at 
home and abroad since the Korean incident has precipitated serious problems 
relating to the applicability of the Fair Labor Standards Act to the various 
overseas possessions. 

The Fair Labor Standards Act imposes a minimum wage of $1 per hour and 
requires that overtime compensation at time and one-half for all hours worked 
beyond 40 in a workweek be paid to all employees covered by the act. On bases 
or establishments in foreign areas where the act may presently be held applicable 
and where native workers are utilized, labor standards for areas contiguous to 
the base or establishment are under the jurisdiction of foreign governments and 
are established at levels consistent with the prevailing local economy. Applying 
the conditions of the Fair Labor Standards Act to work performed within the 
base or establishment would require, in most in stances, wage payments on the 
part of contractors performing work for the Department of Defense to be made 
at much higher wage scales than those generally prevailing in the area. Such 
wage payments would obviously distort the local economy and, in some in- 
stances, objections have been received from foreign governments. In addition, 
such payments would result in higher costs to the United States. 

The principal problem now arises upon Guam where Department of De- 
fense contractors have been engaged in a major expansion program for improving 
defense facilities. There have not been sufficient local resident workers to ac- 
complish this program. The remoteness of the island, its climate, and the more 
favorable economic conditions in the United States have prevented the attraction 
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of sufficient United States workers, particularly in the laboring and semiskilled 
classifications. As a consequence, a large number of the required workers were 
recruited under contract from the Philippines. These workers had to be taught 
new skills and techniques, and their usefulness and productivity suffered from 
inability to understand English. They have been paid hourly wages and have 
been provided with lodging, board, and medical care. The compensation and the 
conditions of employment had the approval of the Philippine Government. The 
total of such compensation and benefits has been commensurate with their pro- 
ductive effi iency. Although for the less skilled workers, the total compensation 
and benefits have not amounted to the $1 minimum prescribed by the Fair Labor 
Standards Act, the compensation has been substantial and has been much greater 
than they would have earned in the Philippines. 

The Department of Defense believes that the employment of native workers in 
foreign areas as well as employment of Filipinos on Guam has been advantage- 
ous to the workers and to their countries. The program has been administered 
fairly, without exploitation, to produce substantial savings for the United States 
and to promote good international relations. To remove any technical doubt as 
to the legality of this employment, the Department of Defense proposes the ex- 
emption from the Fair Labor Standards Act as set forth in the attached draft 
of legislation. The Department of Defense needs this legislation in order to 
insure against retroactive liability as to defense contracts in overseas areas and 


to be able to negotiate future contracts for essential labor unhampered by the 
existing doubt and uncertainty. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 88d Congress in a slightly modified form 
as part of the Department of Defense legislative program for 1954 and was 
introduced in the form of H. R. 10181 and §S. 3831. No further action was taken 
on the bills by the 88d Congress. 'The proposal was submitted to the 84th Con- 
gress as a part of the Department of Defense legislative program for 1955 and 
also for 1956. In the 84th Congress, the proposal emerged as H. R. 11799 and 
8S. 2404. The House Committee on Education and Labor, after extensive hear- 
ings, favorably reported H. R. 11799; however, neither of the bills were con- 
sidered for passage. S. 3956, a bill extending the provisions of the present pro- 
posal only to American Samoa, was enacted as Publie Law 1023, 84th Congress 
(70 Stat. 1118). The present proposal is essentially the same as H. R. 11799. 


COST AND BUDGET DATA 


The United States Government has agreed to indemnify its contractors In 
the event it is determined in the future that contracts on bases in foreign 
countries should have been performed under the provisions of the Fair Labor 
Standards Act. This means that at any time in the future the United States 
may be faced with the payment of many millions of dollars in retroactive 
liability, not to mention the increased costs of building and maintaining over- 
seas bases. In the area of retroactive liability, official estimates place the figure 
at a possible $225 million. This estimate does not cover the cost involved in 
searching the employment records of thousands of employees nor does it cover 
the statutory provision for liquidated damages and attorney fees. As to in- 
creased future costs to the Government, official estimates indicate a possible 
increase of $415 million over the next 2 fiscal years, and the fivture does not 
reflect increased costs involved in maintaining the skill differential in wages, 
or the additional records that would have to be kept. 

This proposal would provide relief for the United States Government from 
a potential outlay of $640 million in direct costs alone, plus an incalculable 
amount in indirect costs. 


Sincerely yours, 
CHARLES S. THOMAS, 
Secretary of the Navy. 

_ Senator Atrorr. Mr. Chairman, before the Admiral begins, I find 
it necessary to leave and attend another committee meeting at 3 
o'clock, and I w ould like to propose three questions. 

I realize this is completely out of order, sir, but I would like to 
propose three questions to you or to the Secretary for consideration 





826 MINIMUM WAGE PROTECTION 


in your discussion this afternoon and I will have to pick it up from 
the record later. 

_ You realize, of course, that there has been some difficulty in amend- 
ing the Fair Labor Standards Act. 

Now, in the event that it should appear to be impossible to amend 
this act this year, have you considered, first of all, are there alterna- 
tives of approaching the problem which you are posing to us this 
afternoon. 

Second of all, would restrictive language in an appropriations 
act possibly accomplish that purpose. 

And, three, could it possibly be accomplished by a renegotiation of 
the executive agreements which I understand are the basis for most 
of these lease agreements. 

I apologize to both you and the Secretary for having to leave but 
I am sure that he knows my situation. 

Thank you, Mr. Chairman. 

Senator Kennepy. Thank you, Senator. 

Admiral Becxnett. Shall I answer those now ? 

Senator Kennepy. If you want to address yourself to these ques- 
tions now or during the testimony or afterward it would be fine. 

Admiral Becxne.t. I can address myself to it right now if it is 
desirable. 

Senator Kennepy. Fine. 

Admiral Brecxneuy. There is no alternative that I know of 
whereby we can gain the objective through the appropriation act 
or otherwise. 

The agreement, the Embassy Agreement of 1947, which is going to 
come up in negotiations here sometime in the near future, will not 
settle it either. 

Shall I go ahead now, sir? 

Senator Kennepy. Yes. 


STATEMENT OF REAR ADM. T. L. BECKNELL, JR., DEPUTY AND 
ASSISTANT CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS, DE- 
PARTMENT OF THE NAVY 


Admiral Becxnetz. I am Rear Adm. T. L. Becknell, Jr., Deputy 
and Assistant Chief of the Bureau of Supplies and Accounts, De- 
partment of the Navy. 

I appreciate the opportunity to appear before this committee and 
present the views of the Department of Defense on this legislation. 

I propose to give an overall view of this proposal and the special 
pene which generated it, after which I, and other witnesses, will 

available to answer questions and present such further details as 
may be desired by the committee. 

The Department of the Navy has been designated to represent the 
Department of Defense in strongly urging the enactment of legis- 
lation to amend the Fair Labor Standards Act of 1938 with regard 
to military work overseas. 

The basic problem is the reconciliation of the wage-and-hour pro- 
visions of the Fair Labor Standards Act with labor standards pre- 
vailing in overseas areas in which the military departments are 
constructing or maintaining defense bases to provide for our national 
security. 
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Application of United States labor standards in these overseas 
areas is usually inconsistent with local conditions of employment, 
the level of the local economy, the productivity and skills of indi- 
genous workers, or the requirements of the host foreign government. 

Effect of proposed amendments: This proposal would amend the 
Fair Labor Standards Act of 1938 (29 U. S. C. 201) to provide that 
the applicability of its minimum wage, overtime pay, child labor and 
recordkeeping requirements shall be entirely excluded in areas within 
foreign countries over which the United States has jurisdiction. 

With regard to Guam, Wake Island, and the Canal Zone, the 
proposal recognizes their special relationship to the United States 
and accordingly, provides special treatment for these areas. 

Under this proposal, the applicability of the Fair Labor Standards 
Act on Guam, Wake Island, and the Canal Zone would be similar 
to present provisions of the act with respect to Puerto Rico, the Vir- 
gin Islands, and American Samoa. 

Specifically, the minimum-wage provision of the act would not 
apply on Guam, Wake Island, or - the Canal Zone; instead, appropri- 
ate wages in these areas would be determined by an industry com- 
mittee as is now done in Puerto Rico, Virgin Islands, and American 
Samoa; however, this legislation contains an additional proviso that 
the wage recommendations of the industry committees would be sub- 
ject to review and approval by the Secretary of Labor. 

The measure also provides that the Secretary of Labor, prior to 
taking final action on the committee recommendations, must give in- 
terested parties notice of the recommendations and an opportunity 
to communicate any matter relevant to the proposed wage determina- 
tions. 

In addition to the special manner of treating applicability of the 
minimum wage provisions on Guam, Wake Island, and the Canal 
Zone, the proposal further provides that the maximum hours and 
child labor provisions of the act would not apply in these areas ex- 
cept as to employees for whom wage rates have been established. 

Once a minimum wage has been established for a group of em- 
ployees, the maximum hours and child labor provisions would be- 
come applicable to such employees. 

In applying these provisions to employees for whom wage rates 
are in effect, the Secretary of Labor would be authorized to issue 
regulations prov iding for reasonable limitations, tolerances and ex- 
emptions if he should find, after a public hearing on the matter, and 
taking into account the purposes of the act, that economic conditions 

arrant such action. 

This proposal also eliminates any retroactive liability under the 
Fair Labor Standards Act and the Portal-to-Portal Act of 1947 for 
work performed in those areas which would be excluded from any 
coverage of the act. 

In Guam, W ake Island and the Canal Zone, any retroactive liabil- 
ity existing prior to the determination of a minimum wage would 
likewise be eliminated. 

A final provision of the proposal adds the District Court of Guam 
to those forums having jurisdiction to issue injunctive relief against 
violations of the act. In view of the Department of Defense, this 
legislation allows for the economic development of Guam and Wake 
Island at a pace suited to their economy. 
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This is in consonance with the act’s special provisions for the 
economies of Puerto Rico, the Virgin Islands, and American Samoa, 

Present coverage of Fair Labor Standards Act: The Fair Labor 
Standards Act as now written has been construed to have a very 
broad geographic coverage. This breadth of coverage results from 
the present definition of State to include “any Territor y or possession 
of the United States.” It also results from the definition of com- 
merce to include commerce “between any State and any place outside 
thereof.” 

The extent of possible coverage of the act was brought into focus 
by the decision of the United States Supreme Court in the case of 
Vermilya-Brown Company, Inc. v. Connell, 335 U.S. 377 (1948). 
The Court there held that the Fair Labor Standards Act, if otherwise 
applicable, covered employees of United States contractors engaged 
in construction of a military base for the United States on land in 
Bermuda leased from Great Britain under the destroyer-lease agree- 
ment. The Court concluded that the intent of Congress in its use 
of the word “possession” was to have the act apply to employer-em- 
ployee relations on foreign territory under lease for military bases, 

Application to overseas defense operations: Under the terms of the 
Fair Labor Standards Act and the Supreme Court decision ju t men- 
tioned, it may become necessary to pay native labor employed on 
defense bases in remote foreign areas in accordance with United 
States standards for wages and hours of work. 

Determination of the coverage of the act is rendered uncertain by 
the divergent scope of rights given to the United States under 
treaties and executive agreements with foreign governments, and the 
difficulty of determining whether a particular worker is engaged in 
commerce or in the production of goods for commerce. Prolonged 
and costly litigation would probably be necessary to determine 
whether the act does, or does not, apply in a given area. This is a 
highly undesirable situation that could result in a serious impediment 
to our defense efforts. The uncertainty of coverage of the act, 
coupled with the effects that would follow should there be a future 
determination that the act applies in these areas, constitutes the 
strongest reason why Congress should settle the question by the enact- 
ment of this legislation. 

In foreign areas the Department of Defense prac ‘tice has been to 
employ native workers under conditions satisfactory to the foreign 
governments and consistent with local economic conditions. To pay 
at even United States minimum standards would often give local 
laborers wages several times higher than they had earned before or 
that they could expect to earn after completion of the defense con- 
tracts, Wage payments according to United States standards would 
often disturb the local economy by drawing workers away from vital 

tasks, make recruitment of workers to these desirable jobs a subject 
= local political interest, and actually hinder the accomplishment 
of the job as workers found they could earn all they need or could 
spend by working only a few days each month. Foreign govern- 
ments recognize these undesirable and unwarranted economic strains, 
and often provide in the defense base agreements that local standards 
of employment shall govern. 

A defense contractor at an overseas base, while complying with 
local employment conditions may be i in technical violation of the Fair 
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Labor Standards Act when wage payments are made at local rates 
and records are kept in a manner differing from those prescribed in 
the act. Such a contractor may be liable for judgments in the amount 
of the underpayment of wages plus an equal amount of liquidated 
damages plus reasonable attorneys fees and court costs. This pos- 
sibility is a matter of great concern to the Department of Defense 
because it has been necessary for this Department to underwrite its 
contrac‘ors against such a liability. 

Illustrations: By way of illustration, the Navy and Air Force have 
employed thousands of Filipino workers on Guam for construction 
and miscellaneous labor services in the absence of sufficient local or 
United States labor to construct and service the military facilities 
and operations there. Supervisory, engineering, and skilled work- 
ers were hired from the United States. But as a result of the re- 
moteness of the site and attractive conditions in the United States, 
the lower echelons of labor simply could not be obtained. Workers 
from the United States were paid wages well above the minimum 
prescribed by the Fair Labor Standards Act, and the other provi- 
sions of the act were satisfied. 

To provide needed workers, the Governments of the United States 
and the Philippines, by exchange of notes in 1947, agreed upon terms 
and conditions under which Filipinos could be recruited by United 
States contractors for work upon Guam. A scale of wages based 
on this agreement varies from about 32 cents to over $2 per hour. 

In addition, transportation to and from Guain is furnished without 
charge: room, board, medical services, and emergency dental care are 
provided without cost to the employee; and time and one-half is paid 
for work in exe ress of 8 hours per dav or 40 hours per week. These 

rates include a 25 percent overseas differential above local wages in the 
Philippines. At the present time the minimum hourly rate of pay, 
inclu ting allowances for benefits, is estimated to amount to $0.53, which 
is twice the prevailing wage in the Philippines. Maximum rates 
inclusive of benefits run to over $3 per hour. Although some of these 
wages are below the Fair Labor Standards Act minimum, they are 
considered fair and in proportion to productivity. 

The Filipinos often require schooling in English and instruction in 
American building and administrative techniques. They have been 
aid a wage substantially higher than they could have earned in the 
Philippines, have lived under better conditions, and have learned new 


‘skills. Periodic visits of Philippine Government representatives to 


Guam have confirmed our conformance to the agreement on the terms 
of employment of Filipino nationals. 

The Department of Labor and the Department of Defense, after a 
joint investigation of Guam in January 1952, found that some of these 
workers might be subject to the act. This, of course, constitutes an 
area of potential litigation.” If the act were held to apply to the 
imported Filipinos on Guam, the Department of Defense contractors 
and eventually the United States might be liable for wages and penal- 
ties in excess of $12 million for retroactive w: age payments alone. 

In addition, new wage scales embodying the new minimum wage 
scale of $1 per hour and customary differentials for classifications with 
more skill would increase contract costs by more than $3 million per 


year at the present operating level. Further more, the imposition of 
8° 646—57——_54 














830 MINIMUM WAGE PROTECTION 


minimum wages on Guam will indirectly increase the cost to the 
United States Air Force on that island approximately $1 million. 

As another illustration: Sometime ago the Department of the 
Army constructed airbases in French Morocco which involved agree- 
ment with the French Government on the use of American and native 
labor. In the early part of the construction, the French Government 
permitted only a total of 130 American personnel to be sent to Mo- 
rocco for supervisory use by the American contractor. The wage 
scales for Americans were comparable to those paid in the United 
States, while native French Moroccans received an American equiva- 
lent of 10 cents per hour plus other fringe benefits, in accord with 
local custom and labor laws. This was in view of the concern of 
French officials of an upset in the economy in Morocco both from 
the point of view of purchases to be made and the prevailing wage 
scale. Yet, if the United States had insisted on conformance to 
American wage standards in the emer of native labor, the 
defense base agreement would have been delayed—in a matter of 
great urgency—and labor and community problems would have mul- 
tiplied with consequent delay to the project. In addition, the un- 
necessary added cost to the Government is quite apparent when one 
considers that several thousand native French Moroccans were em- 
ployed on the project. 

These two illustrations on Guam and in French Morocco do not 
exhaust the instances where the Department of Defense is engaged 
upon defense work at overseas locations where the Fair Labor Stand- 
ards Act may require payment of wages far in excess of those appro- 
priate to local foreign conditions. The Department of Defense has 
or is engaged in such work in the W est Indies, Spain, Italy, Turkey, 
the Philippines, Japan, Okinawa, and in many other places. 

The potential liability of the Government, if the Fair Labor Stand- 
ards Act were applied in these areas throughout the world, is almost 
half a billion dollars for the period ending June 30, 1959. This figure 
includes a potential retroactive liability of $163 million and a poten- 
tial liability of $321 million in the next 2 years. 

Conclusion and recommendations: 

The Department of Defense believes that the proposed legislation 
removes the legal complications concerning coverage of the Fair 
Labor Standards Act at overseas locations. It will permit the con- 
tinuation of the present fairly administered and sound policies with 
regard to the use of native workers at overseas locations. It will 
allow the Department of Defense to continue to execute its responsi- 
bilities and functions while at the same time fostering better interna- 
tional relations through the use of native labor in foreign countries 
in a manner consistent with their local economies and labor laws. 
In addition, it permits the economic development of Guam and Wake 
Island at a pace suited to their economies. The Army representative 
will present to the committee some special problems with respect. to 
the economic development of the Panama Canal Zone which we 
believe the committee should consider. Finally, the proposal would 
result in possible savings to the Government of hundreds of millions 
of dollars. For these reasons, the Department of Defense very 
strongly recommends favorable consideration of the proposed legis- 
lation. 
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Senator Purre.t. Thank you very much, Admiral, and we are very 
happy, of course, to have our colleague on the full committee here, 
Senator Smith from New Jersey. 

Senator, have you any questions you wish to ask the Admiral? 

Senator Smirn. I would like to ask a couple of question. I intro- 
duced this legislation. The matter was up last year and was not dis- 
posed of then and I realize the importance of getting it straightened 
out. 

I would like to ask you one or two questions which I am particu- 
larly concerned with. I might ask either you or the Secretary. 

It is my understanding that there is some difference of opinion 
among the Department of State and the Department of Labor and 
the Department of Defense in regard to the amendments which the 
Department of Defense is now presenting to this committee. 

For the record, will you be so kind as to indicate the areas of differ- 
ence among the three departments in regard to the amendments 
which you are advocating ? 

I understand Secretary Mitchell will be back here later and will 
testify further on this, but are you aware of the differences between 
Defense and Labor? 

Admiral Beckne.u. I don’t know, sir. I have heard that the De- 
partment of Labor was opposed to the Guam feature of the bill 
re retroactive exemption. 

Senator Smirn. Excuse me, Senator Kennedy. I was asking the 
admiral a question here in light of the fact that I had introduced 
this legislation. 

Have there been no discussions between the Navy and the Depart- 
ment of Labor on this? 

Admiral Brcxnetu. Yes, sir, there definitely has and that was 
covered in the letter from Mr. Jones of the Bureau of the Budget 
when this bill was presented. 

Senator Smira. That was my next question. This bill which you 
are proposing and which I introduced at the Department’s request 
has the Bureau of the Budget’s aproval ? 

In other words, is this bill which you are advocating the adminis- 
tration’s proposal as of now or it just the Navy Department’s pro- 
posal ? 

Admiral Becxnett. This is the Department of Defense’s proposal. 

Senator Smirn. The Department of Defense ? 

Admiral Beckne.u. Yes, sir. 

Senator Surrn. And the Department of Defense is with the Navy 
in making the suggestion ? 

Admiral BeckNELL. Yes, sir, we are representing the Department 
of Defense. 

Senator Smirg. There is just a difference of position between La- 
bor and Defense, is that correct ? 

Admiral Becknetu. Yes, sir. 

Senator Smirn. Have you anything there from the Budget Bureau 
indicating what the differences are between those two departments? 

Admiral Brcxnetn. The letter of Mr. Jones on the 21st of Feb- 
ruary, and it says the opposition of the Labor Department to inclusion 
of Guam and Wake Island, the proposed liability for past violations 
of the Fair Labor Standards Act—have you got that letter ? 

(The letter referred to appears on p. 1162 in the appendix.) 
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Senator Smrrn. Apparently Mr. Jones does not express any objec- 
tion to the presentation of the proposal ¢ 

Admiral Becknetu. No, sir. 

Senator Smirn. I think it is very desirable to get the proposal before 
the Congress. That is the reason why I introduced the legislation, 
As you point out there is a good deal of difficulty involved in w age 
administration in your overseas bases. 

Admiral BecKnetu. Yes, sir. 

Senator Smrrn. I was requested to ask you, or the Secretary, this 
question : 

Could not the exemption which the Department of Defense seeks be 
achieved by including in the executive agreement with the foreign 
country concerned appropriate language regarding the hours, wages, 
et cetera? 

You have this question when the foreign bases come up and yon 
must have an executive agreement. Can’t those foreign wages in 
these countries be cov ered by executive agreement without necessarily 
amending the Fair Labor Standards Act ? 

Admiral Breckneti. That is a question I would like to defer to the 
lawvers, sir. Frankly, I don’t know. 

Senator Smrru. Perhaps counsel can help us. 


































STATEMENT OF ROBERT DECHERT, GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE 














Mr. Decuerr. Mr. Chairman, I am Robert Dechert and recently 
became General Counsel of the Department of Defense. I cannot 
answer this authoritatively, but I shall attempt to answer it from my 
present knowledge. ‘ 

I am just wondering whether you want this answer made before 
Secretary Thomas has spoken and before the testimony of the other 
two gentlemen who are going to speak of the matter, generally. This 
is a technical legal question. 

Senator Smiru. I would be very glad to hear Secretary Thomas 
first. 

Mr. Decuerr. All right, sir. 

Senator Smirn. This is sort of a roundrobin here. Mr. Chairman, 
I suggest the Secretary be called. 

Senator Kennepy. Has the Admiral finished his t testimony ? 

Admiral Becknetu. Yes, sir. 

Senator Kennepy. Do you want to sit there, Admiral, and be avail- 
able. 
Mr. 


Secretary. 





STATEMENT OF HON. CHARLES E. THOMAS, SECRETARY OF THE 
NAVY 










Secretary Tuomas. Mr. Chairman, my statement is very short and 
when I have finished that I will attempt to answer any questions, but 
I think Admiral Becknell and Mr. Dechert, General Counsel for the 
Department, can answer them in any detail. 

Senator Purrett. Mr. Chairman, I wondered if the Secretary 
wished anyone else with him at the witness table. Are there any 
other members of your Defense Department or any of the other 
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groups that may wish to come up here and testify with you at this 
time ? 
Secretary Tuomas. We have some other witnesses but, if necessary, 


I think we might call upon them if it is agreeable with you, if we need 
them. 


Senator Purrei.. All right. 

Secretary Tuomas. Mr. Chairman and members of the committee, 
I welcome this opportunity to appear before you in support of S. 1505. 
I strongly believe this to be a necessary piece of legislation. I say 
this for two principal reasons, 

In the first place, almost a half billion dollars of the American 
taxpayers’ money could be needlessly spent if this legislation is not 
enacted. The Department of Defense and each of the military serv- 
ices feel that the interests of our citizens demand that we urge the 
enactment of this bill. 

In the second place, if retroactive pay were made mandatory, it 
would turn loose large sums of money within a short period of time 
in foreign countries whose economies could not absorb such a sudden 
impact without an adverse inflationary effect. 

These people are all our friends and, in my opinion, we would not 
be doing them a favor to inflate their economies in such a manner. 

We believe that this legislation is fair and equitable to ourselves and 
our allies. 

I trust the Congress will agree with us in these views and enact this 
bill in its present form. 

So I support the bill very strongly, Mr. Chairman. 

Senator Kennepy. As to your statement that it would be a dis- 
service to our allies, what position has the Philippine Government 
taken in the contacts it has had with the Navy, Mr. Secretary ? 

Secretary Tuomas. Under this bill, as you know, Mr. Chairman, 
we would negotiate a local wage agreement there which would be 
agreeable to the local governments. 

Senator Kennepy. Are they concerned at all about the retroactive 
payment feature insofar as it affects their nationals? 

Secretary Tuomas. I don’t know whether they are or not. But this 
is one on which we have a unified position. 

To go back and pay retroactive pay, I can’t think of anything more 
inflationary in these areas. I think it would be a tremendous strain 
on our taxpayers which is not equitable or right. 

Senator Kennepy. Does the State Department support the posi- 
tion of the Defense Department on this aspect of the bill ? 

Secretary Tuomas. Against retroactive pay ? 

Senator Krennepy. Yes. 

Secretary THomas. Very strongly; yes. 

Senator Kennepy. How about the rest of the legislation ? 

Secretary Tuomas. Well, there is someone here from the State 
Department: I think you might better address that question to them. 

Senator Kennepy. Can you answer the question Senator Smith 
asked, that is whether the administration supports the position which 
you are taking at this time? 

Secretary Thomas. Is the administration? 

Senator Kennepy. Yes. 
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Secretary Tomas. It is my understanding that is correct. Mr. 
Dechert says, “Yes.” 

Senator Kennepy. The Department of Labor? 

Mr. Decuert. The situation, sir, is that the Bureau of the Budget 
has written a letter, which I think the chairman has, which indicates 
that the three departments which have expressed views should come 
here and present their points of view to this committee. That is what 
we are doing today. 

I think fundamentally we are all unified on most of the features 
of the bill. There are certain features as to which you will hear 
discussions from different ones of us today. 

Senator Kennepy. In other words, there is no administration posi- 
tion on the matter ? 

Mr. Deciert. I think it cannot yet be said that there is an admin- 
istration position on the details of the whole bill. I think that on the 
major portion of it, which applies to overseas bases, there can be no 
doubt that the administration is unified on it. 

The questions of doubt arise as to certain features concerning which 
your committee will hear this afternoon. 

Senator Kennepy. Thank you. 

Thank you very much, Mr. Secretary. 

Senator Purretit. Mr. Chairman, actually reading from the letter 
Mr. Jones wrote, he did say—because I think it would be well to clear 
that up now, the letter has not been put into the record right now, but 
I would assume that it would be—he said, “In view of the fact,” that 
is, these hearings were to be held, “and in light of the agreement by 
all agencies concerned that exemption of foreign bases from appli- 
cation of the act are desirable, the Bureau of the Budget would have 
no objection to the presentation of the subject proposal in its present 
form.” 

“Would have no objection.” Actually then, do I understand cor- 
rectly, Mr. Secretary, that there is an agreement among the various 
agencies of the Government that exemption of foreign bases should 
apply, but the question is what bases and to what extent they should 
apply ; is that correct ? 

Secretary THomas. I think you had better ask the Department of 
Labor and the Department of State which are both here, so that I 
would want to be very sure that my answer was an accurate one te 
your question. 

Senator Purretu. I see. 

In other words, right now you—would it be understood you don’t 
know whether or not they are in agreement or in answer to my ques- 
tion that there is agreement that there should be exemptions but the 
extent of the exemptions is what you are unable to answer; is that the 
answer ¢ 

Mr. Decuert. May I answer that, sir? 

Senator Purrein. Yes. 

Mr. Decuerr. I think as the Senator put the question which, if I 
heard it correctly, applied to overseas bases 

Senator Purrexy. I think so. 

Mr. Decuerr. I think all of us are in entire accord that the overseas 
bases ought to be excepted from the act. The only questions which 
I have heard arise are with respect to Guam and the Panama Canal 
Zone, neither of which is an overseas base and, therefore, I think the 
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correct answer to your question is that as to the overseas bases the posi- 
tion of the administration is uniform. 

Senator Purrett. The words used by Mr. Jones were “foreign 
bases.” 

Mr. Decuerr. Yes, sir. 

Secretary THomas. May I be excused ? 

Senator Kennepy. Thank you very much. 

Any further questions of the Secretary ? 

Senator Purreii. No; I have none. 

Mr. Decuerr. Lieutenant Colonel Swan of the Army is next. 

Senator Kennepy. Would you care to proceed ? 


STATEMENT OF LT. COL. THOMAS H. SWAN, PROCUREMENT LAW 
DIVISION, OFFICE OF THE JUDGE ADVOCATE GENERAL, DEPART- 
MENT OF THE ARMY, ACCOMPANIED BY CAPT. EDWARD M. 
FAGAN, SUPPLY CORPS, DEPARTMENT OF THE NAVY; WILLIAM 
SELLMAN, DEPARTMENT OF THE NAVY; AND PHILIP SULLIVAN, 
DEPARTMENT OF STATE 


Colonel Swan. Mr. Chairman and members of the committee, I am 
Lt. Col. Thomas H. Swan, Procurement Law Division, Office of the 
Judge Advocate General of the Army. 

I appreciate the opportunity to appear before this committee and 
wesent the combined views of the Department of the Army and 
Ricriaeart of Defense. 

At the outset I would like to make it abundantly clear that the 
Department of the Army strongly supports the views and recom- 
mendations expressed by Admiral Becknell, that there is urgent need 
to enact this legislation to amend the Fair Labor Standards Act. 

It is most important that the question of applicability of the Fair 
Labor Standards Act raised by the Supreme Court decision to which 
Admiral Becknell made reference be cleared once and for all. 

The Corps of Engineers of the Army is engaged in construction 
activity all over the world, This construction is for use by the Army 
and 90 percent of the Air Force needs for overseas base construction. 

When we undertake to establish a base in France, Germany, the 
Azores, Italy, Greece, Turkey, or any of the other countries where we 
have agreements we become a guest to the foreign power. 

The imposition of personnel principles, customs, or procedures of 
the guest power on personnel of the host country is unsatisfactory. 

It may become a source of friction and misunderstanding between 
the host government and the guest force and generally would result in 
employee dissatisfaction. 

Local nationals should be paid wages and salaries based on local 
law and custom which are no more favorable than those enjoyed by 
persons with similar scales in similar occupations in the economy of 
the host country. 

We do not want to create a privileged group within the host country 
by imposition of our dandiiaen. 

Senator Kennepy. Well now, in the case of the Philippine worker, 
do you feel that they should be paid the prevailing wage for similar 
skills for similar work in the island of Guam or are you making a 
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comparison with wages paid for similar work or similar skills in the 
Philippine Islands themselves ? 
Colonel Swan. I am not familiar with the problem on Guam, Mr, 
Chairman. Admiral Becknell is better prepared to answer that. 
Senator Kennepy. Perhaps the admiral can answer that. When 
- statement is made that they shouldn’t be paid beyond the prevailing 
rage for similar skills in their native country, in case of the Philip- 
oie workers, is it the workers’ opinion that they should be paid the 
provenne: wage in Guam or the prevailing wage in the Philippines 
plus the 25 percent ? 
Admiral Becxnett. The prevailing wage in the Philippines, sir, 
plus the 25 percent. 
Senator Kennepy. Even though they are working in Guam where 
the prevailing wage may be higher ? 
Admiral BrcKNELL. May be higher, yes. 
Senator Kennepy. And yet you feel it is reasonable to have them 
working among other workers who are being paid substantially higher 
wages merely because in their country of origin wages are lower? 
Is that natives’ position ¢ 
Admiral Brcxneti. Yes, sir; with the 25 percent differential, with 
the free benefits that we give them, which includes the transportation 
to and from and the free medical care, the lodging and the subsistence, 
Senator Purret.. I would like to ask the question, What are the 
practical results of this? What in fact is the prevailing wage scale 
or are the prevailing wage scales in Guam for Philippine labor as 
compared with the prevailing wage scales in the Philippines? 
Admiral Brecxnett. We pay them in Guam around 53 cents, 
whereas it is around 25 cents in the Philippines. 
Senator Purrett. What is it for Guam labor in Guam? 
Admiral Becxnett. For Guam labor they do pay the dollar to the 
Guamanians. 
Senator Purrett. There is a differential of 40 cents for the Guam 
labor, is that correct, as to the Philippine labor employed in Guam? 
Admiral Becxnett. Yes, sir. 
Senator Purrety. So the Filipino working in Guam is working for 
approximately 50 percent less than is the native of Guam ? 
Admiral Brecknetyt. The Guamanians; yes 
Senator Purrett. Would that be true when they are performing 
the same type of work ? 
Admiral Becxnett. That is correct. 
Senator Purrety. Well, you have got a bad situation there, haven't 
you? 
Mr. Decuert. Isn’t it also true, sir 
Senator Purrety. I think we should try to explore this to get the 
facts. I don’t know them. 
Mr. Decuert. I was going to offer the suggestion that, as I under- 
stand, the Filipinos who come up there are not as able to perform 
the functions that are assigned to them because of the necessity of 
having language taught to them, and various other things taught 
to them, as those Guam persons who are already there performing 
work. 
Senator Kennepy. That is not exactly what the colonel was say- 
ing. He was talking about similar skills. 
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Mr. Decuerr. I was simply trying to supplement what the colonel 
and admiral said. 

Senator Kennepy. You are not asserting that the Filipino workers 
are 50 percent less efficient ? 

Mr. Drecuerr. I don’t know that; the admiral knows better than I. 

Admiral Becxnett. No, I w ouldn’t say that. 

Senator Purrety. I want to get this picture right, if I can. 

Am I correct now, because this is something I didn’t know, that the 
Filipino brought to ‘Guam is asked to work for substantially ‘less than 
the native of Guam on identical work? 

Admiral Becknetu. That is correct, sir. 

Senator Purrety. Is that because of this agreement between the 
Filipino Government, the Government of the Philippines, rather, and 
the American Gover rnment ? 

Admiral Beckne.u. Yes, sir, that is what we are operating under 

right now. 

Senator Purrert. All right. 

May I ask, then, What is the attitude of the worker, the Filipino 
worker, on Guam, when he finds out that he is working, doing the 
same sort of work for half of what the native of Guam gets? 

How are your labor relations functioning ? 

Admiral Beckne.t. The impression I ‘get is they are very happy 
being on Guam. We have the former commanding officer of the 
naval supply depot, sir, here from Guam. 

Senator Purreii. That was not the question. He may be happy 
being in Guam, he is not happy certainly in getting 50 percent less 
than what somebody else is getting. 

Admiral Becket. I don’t know that. 

Senator Purreny. I wouldn’t believe so. 

Senator Kennepy. Your point is that he is getting 50 percent more 
than his countryman. 

Senator Purretu. He is happy because he is getting the differen- 
tial. 

Admiral Becknett. No, he is happy to get the labor rate. 

Senator Purrety. I haven’t known about this. I didn’t know 
about it before. He gets more than he would have gotten had he 
been working in the Philippines, we agree. 

Admiral Becxnew. Yes, sir. 

Senator Purreti. But he gets for approximately the same type 
labor, forget the productivity now, his hourly wage rate is 46 or 47 
cents less an hour than the native of Guam / 

Admiral BeckNneti. Yes, sir. 

Senator Purrett. Do they work side by side in these projects? 

Admiral Becxnett. In very few cases do they work side by side. 

Senator Purrei.. Are they doing similar work ? 

Admiral BeckNett. In some instances; yes, sir. 

Senator Purrety. The feeling of the people who employ them is 
that they are less productive or was that a statement made by the 
Colonel / 

Admiral Becxnett. I don’t know. 

Senator Purret.. Where did I get the impression that they didn’t 
produce as well as the native of Guam ? 

Mr. Decuerr. I think it was I, sir, who said there were certain 
deficiencies under which they labored. 
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Senator Purretn. One was the language barrier. 

Mr. Decnert. One was the language barrier. 

Senator Purrert. Was that the only one or was that the major 
one? 

Mr. Decuert. I have not been there myself, sir. Those who have 
been there, sir, would have to testify on that. 

Senator Purrett. If they are not working side by side, I don’t 
intend to pursue it much further. I want to learn a little more about 
it, if they are not working side by side except in unusual circum- 
stances or not usually working side by side, or if the natives of Phil- 
ippines and the natives of Guam are working side by side, I don’t 
know why it would make any difference. That is all. 

Senator Kennepy. As I understand it, the retroactive pay that 
may be due relates to the difference between the 53 cents and the dol- 
lar over a period of some years, is that correct ? 

Admirsl BecKkNELL. Over a period of 2 years. 

Senator Krnnepy. Now, your point is that it would cost the Navy 
and the Department of Defense a half billion dollars because—is that 
counting the retroactive ¢ 

Admiral Beckne.u. This is not in Guam, sir, it is all over the world. 
That is the cost both retrocative and future in the next 2 years in 
the construction we have planned. 

Senator Kennepy. Ambassador Romulo in the past has protested 
because he feels it would be regarded in the Philippines as discrimina- 
tory if we removed these workers from the protection of the act. I 
am not talking about the retroactive pay but the future coverage. He 
feels that it would be discriminatory to take them out from under the 
protection of the act. Has that not been his representation ? 

Admiral Brcxne.t. I am sorry, sir, I don’t know of that. 

Senator Kennepy. Continue, Colonel. 

Colonel Swan. Most of the construction 

Senator Kennepy. Excuse me, I would like to place in the record 
at this point a copy of a letter which Carlos Romulo wrote to the 
Secretary of State, February 24, 1956, and also a letter which I think 
gives the position of the Philippine Embassy on that question. 

Thank you. 

(The letters follow :) 

FEBRUARY 24, 1956. 
His Excellency JoHN FostTeR DULLES, 
Secretary of State, Washington, D. C. 


EXxceLLENcyY: I have the honor to invite Your Excellency’s attention to a 
proposed legislation now before the United States Congress seeking to exempt 
Guam, American Samoa, and Wake Island from the application of the Fair 
Labor Standards Act of 1938, as amended. I refer to the 3 bills, H. R. 209, 
H. R. 9129, and H. R. 9114 introduced in the House of Representatives and 1 bill, 
S$. 2404, presented in the Senate. 

I wish to express my Government’s concern over this legislation which affects 
some 13,000 Filipino nationals now employed in Guam and Wake Island and who 
eonstitute the bulk of workers in these two areas. It will be recalled that it 
was at the request of the United States Government in 1947, through an ex- 
change of notes between the American Embassy in Manila and the Department 
of Foreign Affairs of the Philippine Government, that Filipino laborers were 
allowed by my Government to be recruited for employment in Guam, Wake 
Island, and other islands in the Pacific where the United States Army and Navy 
have military installations. In the spirit of mutual cooperation my Govern- 
ment agreed to have its nationals go outside of the Philippines to work in such 
United States installations. The Philippine Secretary of Labor approved the 





rd 
the 
ink 


MINIMUM WAGE PROTECTION 839 


contracts for their recruitment and employment under certain termsand con- 
ditions. 

Since the Fair Labor Standards Act of 1938, as amended, now applies to 
Guam and Wake Island and since its application is limited to employees en- 
gaged in, or who produce goods for, interstate commerce and does not apply 
to those engaged in agriculture and certain types of services and enterprises, 
the act may thus affect only a limited number of Filipino workers in Guam and 
Wake Island. 

The Philippine Government is, as I have already stated, seriously concerned 
over the proposed amendment because to exempt Guam and Wake Island from 
the application of the Fair Labor Standards Act of 1938, as amended, would be 
interpreted in the Philippines as an act of discrimination against Filipino 
labourers in those American possessons. What is of grave concern to us also is 
the probable implications that will be drawn from such an act by those who 
are quick to misrepresent and exploit divisions and prejudices in what is now 
one of the most sensitive sectors of the world. We must not give the enemies 
of democracy and freedom an opportunity to distort America’s motives and 
magnify the amendment as a desire of the United States to perpetuate what 
they will undoubtedly brand as coolie labor. This we know would be a gross 
misrepresentation but it would be in line with Communist tactics and it would 
place us who believe in America on the defensive with our own people since 
what we are really asking for in their behalf is but the righting of an injustice 
simply by enforcing an already existing law. 

In view of the foregoing circumstances, I respectfully request Your Excel- 
lency’s assistance to prevent discrimination against Filipino nationals now 
working in Guam and Wake Island which would result if the proposed amend- 
ment is approved by your Congress. I would appreciate it if Your Excellency 
could bring the views of the Philippine Government on this matter to the 
respective committees of both Houses. 

Accept, Excellency, the renewed assurances of my most distinguished con- 
sideration. 

CarLos P. ROMULO. 


EMBASSY OF THE PHILIPPINES, 
Washington, D. C., February 28, 1956. 
Mr. WALTER J. MASON, 

Representative, Legislative Department, American Federation of Labor 

and Congress of Industrial Organizations, Washington, D. C. 


My Dear Mr. Mason: In compliance with your request made to Dr. Urbano 
A. Zafra of this Embassy, I take pleasure in giving hereunder information and 
data received from the Philippine Government in Manila in connection with the 
recruitment and employment of Filipino laborers in Guam and Wake Island: 

1, Under an exchange of notes between the American Embassy in Manila and 
the Philippine Department of Foreign Affairs in 1947, the Philippine Govern- 
ment agreed to permit Filipino laborers to be recruited for employment in 
Guam, Wake, and other islands in the Pacific where the United States Army 
and Navy have military installations. Approximately 13,000 Filipino laborers 
are employed in Guam and some 200 in Wake Island. These constitute the bulk 
of the labor population in these islands. 

2. The Filipino laborers were engaged under contract which provided for a 
minimum wage equivalent to the prevailing Philippine wage rate plus 25 cents 
overseas differential, free board and lodging, and fringe benefits. 

3. Brown-Pacific-Maxon, contractors of United States Navy, employs some 
4,000 to 4,500 laborers under various categories; Vinell Reconstruction employs 
3,400 in stevedoring and waterfront activities, and also laborers under various 
eategories. Minimum wage paid in both companies, 69 cents per hour, minus 
37144 cents deducted for services supplied laborers, leaving a net wage of 3114 
cents per hour. 

4. United States Air Force employs indirectly over 2,000 Filipinos under 
different categories with a minimum wage of 53 cents per hour, minus $22 a 
month for board and lodging. 

5. Commercial private firms employ about 3,000, with generally higher wages. 

6. The Philippine Consulate in Guam reports that “practically no Guamanians 
are receiving less than the minimum wage provided in the Fair Labor Standards 
Act of 1938, as amended. 

I trust the foregoing information may be of value to you. I wish to take this 
opportunity to thank you and your organization for the stand you took at the 
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hearings this morning on the proposed amendment to the Fair Labor Standards 
Act of 1938, as amended, on behalf of the Filipino laborers in Guam and Wake 
Islands. 
Sincerely yours, 
Mavro CALINGO, 
Minister-Counselor, 
(For the Ambassador). 

Senator Kennepy. What about the Guam Government and the rep- 
resentatives of Guam, how do they feel about the legislation ? 

Admiral Becxneti. The Government of Guam, as I understand, 
last year supported it. This is Mr. Sellman, one of our counsel. 

Mr. Settman. My name is William Sellman. I am counsel for the 
Bureau of Supplies and Accounts for the Navy Department. 

Last year, Senator, the then Governor of Guam testified before the 
House committee on a substantially similar bill and testified in favor 
of it. 

Senator Kennepy. Testified in favor of the bill? 

Mr. Setuman. Yes, sir. 

Senator Kennepy. Were there representatives from Guam who pro- 
tested on the grounds that the dollar was a prevailing wage in Guam 
and that the proposed legislation would have some unsettling effect on 
the economy of Guam? 

Were there representatives of Guam who did testify to that? 

Mr. Settman. Yes, sir. 

Senator Kennepy. Who were they; were they members of the 
local—— 

Mr. Setiuman. As I remember it there was one member of the Guam 
Legislature, Mr. Won Pat, and Mrs. Torres, she is also with the Guam 
Legislature. 

Senator Kennepy. And what is the position of the Department of 
State in regard to this particular element of the Filipino problem, 
what is their position on excluding Filipino workers from the dollar? 

Mr. Sertman. The Department of State is here, sir, and I would 
rather you asked them. 

Senator Kennepy. We might as well get them all up here. 

Perhaps you might identify yourselves if you could answer the 
question and then I will—— _ 

Mr. Sutxitvan. Iam Philip Sullivan, the Labor Adviser in the Bu- 
reau of Far Eastern Affairs in the Department of State. 

In respect to this question that you ask, the State Department’s posi- 
tion on this when I left this morning had not quite been worked out. 
It was under heavy debate. 

As you know, this bill covers three points, the matter of the coverage 
on the overseas bases, in foreign countries, perhaps I should say for- 
eign bases; the Department’s position on that is very definite; we favor 
this part of the bill. 

On the retroactive matter there is also complete agreement though 
it has not been formalized yet, I would say in a paper signed by any 
high officer on this also; and on this latter matter the question of Guam, 
the coverage of the act there, this matter is still under debate. 

It was not until Monday of this week that we received a letter from 
Senator Hill, I believe, requesting us to make a statement and we have 
been working on that statement but we do not have it cleared in all 
parts of the Department. 

Senator Kennepy. You will give us that? 
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Mr. Sutiivan. We will give it to you certainly within a day or two. 

(The statement appears on p. 876.) 

Senator Kennepy. As I understand the present situation there are 
many thousands of Filipino workers who feel that they have a large 
sum of money coming to them as a result of retroactivity; isn’t that 
so, Admiral 4 

Admiral Becxnetu. I don’t know, sir. 

Senator Kennepy. How about retroactivity, does that apply to all 
Filipinos who worked on Guam / 

Admiral Becknetn. It may apply, but I cannot be certain. 

Mr. Sutiivan. It would not. It would apply only to those who are 
in covered occupations, there are some who are not in it. 

Senator Kennepy. It would involve some thousands ? 

Mr. Sutiivan. Yes, it would certainly be some thousands. 

Senator Kennepy. These Filipinos, many of them are now in the 
Philippines, I imagine ¢ 

Mr. SuLuivan. Yes, sir. 

Senator Kennepy. Are they under the impression that there is a 
substantial sum of money that the United States is obligated to give 
them ? 

Mr. Sutuivan. Sir, I don’t know how widely the Filipino workers 
who have worked there and who are now wor ‘king there or have re- 
turned to the Philippines are aware of this matter. There has never 
been suit entered in order to try to collect the rates that they would be 
entitled to so far at least under this act. 

Senator Kennepy. Well, the Department, I imagine, is considering 
the political problems involved and they will give us a judgment on 
this question / 

Mr. Suuuivan. Yes, sir. 

Senator Kennepy. Thank you, Mr. Sullivan. 

Senator Purren.. That is right, all right. I think Mr. Sullivan 
partly answered my question. 

[ wonder if we couldn’t save time, Mr. Chairman, if we started out 
on the basis of what all the departments have accepted. I think we 
ought to differentiate between your foreign bases and your posses- 
sions and Territories of the United States. 

It, would appear from what we have heard that you are pretty much 
of the same opinion in regard to the foreign bases, is that correct ? 

Mr. Sutiivan. Yes, sir. 

Senator Purreiyi. If that is so, there is no area of ciegzenment 
there among the various departments or agencies of the Government. 

So that really it comes down to this question of Territories and 
possessions, doesn’t it ? 

I think that was one of the things I wanted established. I think Mr. 
Sullivan helped out at least insofar as the State De partment goes. 

Mr. Sunnivan. Sir, while I think, perhaps, I know what the Labor 
Department position is, you might ask the Labor Department attitude. 

Senator Purrens.. I know, but I wanted to know whether it was the 
State Department’s attitude. 

Mr. Decurrr. May I clarify our position at this point? 

I want to make two points that may be of some interest. 

One of them is with regard to the chairman’s question of retro- 
activity. I believe there is a substantial legal question involved as 
to whether the Fair Labor Standards Act is applicable at all to work 
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ordered by the President of the United States in his capacity as Com- 
mander in Chief. 

Much of the work on Guam is military construction, and there is, 
as I understand, a substantial doubt as to whether the Fair Labor 
Standards Act was intended to apply to that kind of work. There- 
fore, it might well be that even if the Fair Labor Standards Act 
were held generally applicable in Guam it might not apply to this 
type of work, which is, in fact, most of the work. 

I do not attempt to resolve that question because I haven’t studied 
it deeply enough. There is believed to be $12 million of retroactive 
pay that might be available to the Filipinos if it were held that the 
Fair Labor Standards Act did apply to their past work. 

Now, on a completely different score, I want to point out again, 
sir, that it is not proposed to take these three places, that is Guam, 
Wake Island, and the Panama Canal Zone, out of the Fair Labor 
Standards Act. All that it is proposed to do is to apply to them 
the same provisions in the Fair Labor Standards Act which is already 
applicable to Puerto Rico and the Virgin Islands and which the 
Congress by a recent statute made likewise applicable to American 
Samoa. 

It is our belief in the Defense Department, and I hope generally, 
that the standards that apply in the three Territorial places to which 
this present bill would apply are much the same as those which are 
now applicable in Puerto Rico, the Virgin Islands, and American 
Samoa. 

Senator Kennepy. Of course, we have a different problem here 
because you are going to take people out from under the coverage 
of an act in this case, whereas they are under the dollar minimum 
in Puerto Rico, where the minimum wage is still rather low. 

Mr. Decuerr. If this were so, then it was so as to American Samoa 
when American Samoa was taken out from under it. American 
Samoa had been under it. 

This is exactly on the pattern that was followed by the Congress 
with respect to American Samoa. 

Senator Kennepy. Well, of course, because of the Government 
work out in Guam. Isn’t the wage rate rather high out there? We 
know they are happy 

Mr. Decnert. Here is the gentleman who has most recently been 
in Guam. 

Senator Kennepy. What is the average wage rate in Guam in 
the work which the Navy does? 

Captain Facan. | had better identify myself. 

Senator Kennepy. I am talking about the Filipinos. 

Captain Facan. I am Capt. E. M. Fagan, late of Naval Supply 
there; left in September. 

The average wage rate, Filipino wage rate, at the Naval Supply 
Depot—I can’t speak for the whole of the island. We had 4,000 
Filipino contractors—was about the average of some 53 cents. 

Senator Kennepy. What about the people of Guam themselve 

Captain Fagan. The Guamanian citizens? 

Senator Kennepy. Yes. 

Captain Facan. There was no employee of the Naval Supply Depot 
getting less than a dollar an hour. 
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Senator Kennepy. What would be the effect of the passage of this 
legislation upon them, on their protection under the minimum wage? 

Captain Facan. In my opinion, it wouldn’t affect them at all, since 
they are now above the minimum. You are speaking of Guam? 

Senator Kennepy. Whom does this take out from under the 
coverage ¢ 

Mr. Decuerr. This takes out everyone in Guam and establishes 
for them the same method of realizing minimum wages as is now in 
effect in the Virgin Islands, Puerto Rico, and American Samoa. 

Senator Kennepy. The reason for the industry committee proce- 
dure in Puerto Rico is because the prevailing wage in that country 
has been quite a bit less than a dollar; therefore, the special industry 
committees have felt it necessary to gradually raise it to a dollar. 
Now, as to these people in Guam who have been getting a dollar—you 
don’t have a wage level situation there completely different from the 
wage levels prevailing in the United States, and you are going to take 
them out from under the protection of the act and place them under 
these industry committees. 

Mr. Decuert. We are going to give them a different kind of protec- 
tion ; it may be just as complete. 

Senator Kennepy. Do the labor unions in Guam consider the new 
protection as adequate as the present protection ¢ 

Captain Fagan. I don’t know, sir. 

Senator Kennepy. We will come to that later. 

Mr. Decuert. The population of Guam, I think the commander 
told me, is about 30,000 people 

Captain Fagan. The Guamanian population is around 30,000. It 
should be noted that most of these, about two-thirds, are less than the 
working age—coming up with us just in the early days of high school, 
are a great deal of youngsters. 

Senator Kennepy. But you are not interested in exempting the 
Guamanians. It is only to get at this Philippine contract problem, 
is that correct ¢ 

Mr. Decuert. I think that is right. The difficulty is that the labor 
force in Guam is not adequate to do the things that have been done 
there, and somehow or other we must get the job done for the defense 
of our country. 

Senator Kennepy. You couldn’t let the Guamanians keep their 
protection, could you, and write language, if the committee so desired, 
so as to affect just those who had not been in residence for a certain 
time—in other words, the contract workers ? 

Mr. Decuerr. It may be possible, yes. 

I don’t believe we have worked on that theory but it might be pos- 
sible to do so. 

Senator Purret,. I wonder if I might ask a question. 

You have three different types of labor. You have the labor em- 
ployed by the local economy; then you have the contract laborer— 
that is, the laborer that is being employed by the contractors, employed 
in turn by the Government—and then you have direct Federal em- 
ployees over there; isn’t that right? Three different types of employ- 
ees, as it were / 

Mr. Decurrt. I think that is right, sir. There are the local civilian 
employees on civilian work; there are the local persons who are 
employed by the contractors who, in turn, are doing work for the 
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Federal Government; and finally there are direct Federal employees, 

Senator Purteiy. That is what I am getting at. 

Now, these rates of pay that you speak of, these different rates of 
pay—53 cents on up to a dollar—these prevail, as I understand it, in 
these various 3 categories. In some instances it will be $1 and in other 
instances it might be 53 cents. It is 53 cents in the case of a Filipino 
who is employed and $1 in the case of a Guamanian; is that correct? 

Captain Fagan. Yes. These are averages. 

Senator Purre.y, All right. 

Senator Kennepy. We have talked about Guam a good deal. Per- 
haps the counsel could give us a little information on the other areas 
that are similarly affected to Guam. 

Mr. Decuerr. This affects two great categories. The largest by far 
with respect to the impact on both our finances and the impact on the 
local economy of other places, which Secretary Thomas has spoken of, 
is the category of overseas bases, the work we are doing in other coun- 
tries all around the world. 

Senator Kennepy. I think the subcommittee, as Senator Purtell has 
pointed out, is pretty clear on that. 

Mr. Decuertr. The second and smaller category is in the three places 
I mentioned a minute ago; that is, Guam, Wake Island, and the Canal 
Zone; and those are 

Senator Kennepy. What about the Canal Zone? Is it the custom 
of the United States to pay the prevailing wage rate in the Canal 
Zone ¢ 

Mr. Decuer:. I think the colonel is about to get to that point. I 
wonder if it would be a good idea to let him finish his statement, 
because he has it in his statement. 

Senator Kennepy. Would you proceed ? 

Lieutenant Colonel Swan. Most of the countries where we are now 
engaged in construction of military bases have guarded against the 
evil of creating a “privileged group” within their economy by specific 
treaty stipulations. Over the past 17 years of employment experience 
m foreign countries army contracting officers have discovered that in 
hiring native workmen directly, or through contractors, the local gov- 
ernment in many countries imposes maximum wage standards which 
dare not be violated because they are fixed by the host government, as 
distinguished from possessions and territories. 

The enforcement of the act in its present form would create an 
intolerable position and be a source of embarrassment to our Govern- 
ment. I repeat, our first major concern is the exclusion of the appli- 
cability of the Fair Labor Standards Act of 1938 in our bases in 
foreign countries throughout the world. 

We are also concerned as to the question of liability incurred in the 
past for failure to comply with the provisions of the act by our con- 
tractors who have followed our traditional custom of paying the local 
prevailing rates. And it is with this in mind that I have been speak- 
ing as to the interest of the Canal Zone and the Panama Canal Com- 
pany. It is not in disagreement at all with the Department of De- 
fense’s proposed legislation. It was thought that it would be well 
for the committee to have these facts in mind when it was considering 
legislation. 

The legislation before you would eliminate this retroactive liability 
in these areas. 
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In the Bureau of the Budget letter which authorized the proposed 
legislation to be submitted to the Congress it was indicated that 
there were some special problems with respect to the industrial devel- 
opment of the Canal Zone. There is no industry in the Canal Zone 
as we understand it. 

The legal status of the Canal Zone is unique among areas over 
which the United States exercises jurisdiction. Under treaty com- 
mitments with the Republic of Panama private commercial activities 
in the zone are restricted essentially to those having a direct relation to 

operation, maintenance, sanitation, or protection of the canal, with 
the result that there do not exist in the Canal Zone private enterprise 
activities on any scale that would give rise to the existence of indus- 
try therein, as that term is customarily understood and obviously used 
in the current act. While there does, of course, exist in the Canal 
Zone a limited measure of private commercial activity the bulk of it 
is either construction or maintenance work for Government agencies. 
The few other commercial activities are so diverse in type and limited 

scale as hardly to permit any of them to be classified as industry. 
None of them have the usual opportunity for unfettered growth or 
development because of the limited scope of activity within the Canal 
Zone. 

The United States Government is by far the predominant employer 
in the area. Fifteen thousand are employees of the Panama Canal 
Company and Canal Zone government. About 7,000 are employees 
of the Army, Navy, and Air Force; 274 are employees of other United 
States Government agencies and nearly 1,200 are employees of post 
exchanges of the services and similar quasi-government agencies. 
Government employment which is exempt from ‘the application of the 
act covers more than 93 percent of the employment in the Canal Zone. 
Of the remaining 7 percent, only a fraction would be subject to the 
act since it applies only to those engaged in the commerce or the pro- 
duction of goods for commerce. 

The minium wage of employees of the Panama Canal Company and 
Canal Zone Government is 50 cents an hour. The minimum wage for 
employees of the services for those services hiring people is 55 cents 
per hour. The minimum wage paid to Goverment contractors’ em- 
ployees is 40 cents per hour for common laborers. Approximately 85 
percent of the total number receive less than $1 per hour. These rates 
are between 20 and 30 percent higher than those paid in the Republic 
of Panama where there is a serious unemployment problem and most 
of the Panamanians employed in the zone live in the Republic. 

The Government through its agencies in the zone has the established 
policy of paying its employees in accordance with local prevailing 
wage rates. Hence, the existing pay schedules of the Government in 
the area of necessity reflect the prevailing rates. Therefore it is un- 
necessary for another Government agency to operate in the area by 
independently ascertaining and prescribing a minimum-wage rate 
when the United States Government has already established and is 
now enforcing such rates for its own employees in the same area If 
the independent determination prescribes a higher rate than the other 
Government agencies are paying to their own employees the result 
would be an inconsistency within United States Government opera- 
tions. Such would lead to a highly undesirable condition particularly 
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in view of the already complex relations that exist between the Canal 
Zone and the Republic of Panama. 

In summary, it is urged that the legislative policy of the Fair Labor 
Standards Act is not applicable to the special conditions obtaining in 
the Canal Zone. Comprehensive, not partial legislation would appear 
to be desirable to avoid creation of multiple and possibly conflicting 
legislative enactments. United States obligations to Panama and the 
fact that the United States agencies are the dominant employers make 
it imperative that a minimum wage for the Canal Zone be related 
to the minimum wages paid by Government agencies. 

We want to stretch our defense dollar to the optimum. We must not 
only defend our Nation, but we must do it as economically as possible. 
Accordingly, it is urged— 

(1) that our overseas bases be excluded from the applicability of 
the Fair Labor Standards Act of 1938, as amended; 

(2) that our contractors be relieved from the retroactive liability 
which now hangs over them; 

(3) that our proposed solution to the problems in Guam and Wake 
Island be approved, and 

(4) that the hourly minimum wage in the Canal Zone be geared to 
that prescribed by the Armed Forces or by the Panama Canal Com- 
pany whichever is lower. 

Senator Kennepy. Senator Purtell ? 

Senator Purrety. I have no questions. 

Senator Kennepy. I have just one. 

Has the Panamanian Government itself made any representations 
to us about this measure? 

Lieutenant Colonel Swan. Not to us. They may have to the State 
Department. 

Senator Kennepy. How about the State Department ? 

Mr. Suttivan. I cannot answer that. I do not work on the Panama 
Canal area and I am not familiar with that. We can get you that 
answer. 

Senator Kennepy. This quite obviously affects our relations with 
Panama—is the State Department taking a position on this matter? 

Mr. Sutiivan. I understand that that is true, but that is being done 
in another Bureau and I do not know the answer. But I do know we 
are preparing a position on this. 

Senator Kennepy. Would you let us know as quickly as possible 
about this. Would you be our liaison with the State Department and 
tell us? 

Mr. Sutuivan. Yes, sir. 

(See statement of the Department of State, p. 876.) 

Senator Kennepy. I want to thank all of you gentlemen. I think 
you have been a great help to us. And we appreciate all of you coming 
up and giving us your views. 

I understand, to correct the record, that there was a letter to the 
Secretary of Defense of February 25, 1957, from Roger Jones, assist- 
ant director for legislative reference, stating that the Panama Canal 
Company and Government were opposed to the inclusion of the Canal 
Zone in the bill. Is anyone familiar with that ? 

Mr. Decnert. I am not familiar with that. I will find out and 
let you know. 
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Senator Kennepy. This is a letter from the Executive Offices of 
the Bureau of the Budget, dated February 25, 1957, attention, Frank 
J. Sherlock. Does anybody know where he is? 

Mr. Decuert. He is under me. That represents the statement made 
by the Bureau of the Budget and I know nothing about that. Mr. 
Fanning is going to testify briefly for the Department of Defense, and 
he may know something more about it. (See p. 1162.) 

(A letter to the chairman of the committee from the Panama Canal 
Company follows:) 


PANAMA CaNAL COMPANY, 
OFFICE OF THE SECRETARY, 
Washington 4, D. C., March 5, 1957. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate. 


Deak SENATOR HitL: The Panama Canal Company and Canal Zone Govern- 
ment have been advised that a draft bill recently submitted to your committee 
to amend the Fair Labor Standards Act contains certain provisions substan- 
tially affecting the application of the act in the Canal Zone which in our view 
are inappropriate in the light of conditions prevailing there. The provisions in 
question are those which would provide for establishment of a minimum wage 
in the Canal Zone by the Secretary of Labor upon recommendations of industry 
committees in accordance with the procedure now followed in Puerto Rico 
and the Virgin Islands under sections 5 and 6 of the act. 

The Panama Canal Company and Canal Zone Government are opposed to the 
draft legislation. 

The Canal Zone is unique among the areas over which the United States 
exercises jurisdiction. There is no indigenous population there and practically 
no private business enterprise. Under treaty commitments to the Republic of 
Panama. only certain categories of persons may reside in the Canal Zone, prin- 
cipally persons in the military or civilian service of the United States Govern- 
ment and their families. Also under agreements between the United States 
and Panama, no private business enterprises may be established in the Canal 
Zone except those having direct relation to the operation of the canal, such as 
cable companies, shipping agencies, and oil companies. 

The civilian population of the Canal Zone is about 40,000. Of this number, 
approximately one-half are United States citizens. The total number of per- 
sons who work in the Canal Zone is about 23,300. Of this number of employees, 
21,650, or 93 percent, are direct employees of the United States Government or 
of quasi-governmental activities, such as post exchanges, etc. Only 1,650, or 
7 percent, are privately employed. 

The bulk of the limited amount of commercial activity in the Canal Zone 
is either construction or maintenance work for Government agencies. None 
of the other diverse and limited activities in the Canal Zone are conducted 
on a scale that would permit their classification as industries within the mean- 
ing of the Fair Labor Standards Act. 

Of the 1,650 privately employed persons in the Canal Zone, approximately 
1,200 work for contractors, 350 for the few commercial firms, and 100 for 
churches, welfare organizations and other noncommercial activities. About 75 
percent of the private employees are not citizens of the United States and 
reside in the Republic of Panama rather than in the Canal Zone. 

The Panama Canal Company and Canal Zone Government employ about 
13,650 persons, comprising approximately 60 percent of all employees and 65 
percent of all Government employees in the Canal Zone. The pay of about 
10,000 of these employees is fixed in reference to rates paid in the Republic 
of Panama where all but about 3,000 of this group of employees live. Rates 
of pay for employees in this group range from 50 cents to $1.68 an hour. These 
rates are substantially higher than rates of pay for similar employment in the 
Republic of Panama. 

Rates of pay for approximately 3,600 employees of the 2 agencies are fixed 
in reference to rates in continental United States, with an additional overseas 
differential. The minimum hourly rate of pay in this group is $1.78; the average 
hourly rate is $3.26 and the average annual salary is $6,791. 
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In the light. of the special situation in the Canal Zone, there is no “industry” 
within the meaning of the act on which the industry committee procedure 
contemplated by the act could function on a realistic basis. In view of the 
small proportion of employees in the Canal Zone who are engaged in commerce 
or in the production of goods for commerce und in view of the other special 
considerations that should be taken into account in enacting legislation on this 
subject for the Canal Zone, including our relations with the Republic of Panama, 
it is considered that the Congress should enact special legislation to provide 
minimum labor standards for ali privately employed persons in the Canal Zone 
rather than to make applicable there procedures established for application in 
other overseas areas in which entirely different problems are presented. 

The Bureau of the Budget advises that there is no objection to the submis- 
sion of this letter to your committee. 

Sincerely, 
MERRILL, WHITMAN. 

Senator Kennepy. I would hope that before we take any action on 
the Guamanian and the Panamanian matter, we have a clear state- 
ment of the State Department’s advice and suggestions. I think we 
we ought to have the Department of State give it very serious con- 
sideration, particularly as Ambassador Romulo and the Government 
of Panama have expressed opposition, and this proposal obviously 
affects the international situation. 

Mr. Suuyivan. We will have that. 

Mr. Decuerr. Does the chairman wish to hear very briefly from 
Mr. Fanning? 

Senator Kennepy. If he desires to testify. We will be very glad 
to hear from you, sir. 


STATEMENT OF JOHN H. FANNING, DIRECTOR, OFFICE OF DOMESTIC 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Fannineo. Mr. Chairman and members of the committee, I am 
John H. Fanning, Director of the Office of Domestic Programs, Office 
of the Secretary of Defense. I am appearing here on behalf of the 
Secretary of Defense and in support of S. 1505, a bill to amend the 
Fair Labor Standards Act of 1958, as amended, to restrict its appli- 

cation in certain overseas areas and for other purposes. The Secretary 
of Defense has been concerned for some time over the problem reflected 
in this bill and further explained in the earlier testimony this 
afternoon. 

Senator Kennepy. In order to save time, as I understand it, speak- 
ing as the Director of the Office of Domestic Programs, Secretary of 
Defense, you are in support of the position that the representatives of 
the Department of Defense have t aken ; is that correct ? 

Mr. Fannine. That is correct. And in the interest of saving time 
I would be happy to enter my statement into the record. And unless 
the committee has some questions, sir, I will not read it. 

Senator Kennepy. Nam as I understand the reason for your 
position, the suits filed in New York have caused you some concern ? 

Mr. Fannrne. That is right, sir. I think I might clarify, just to 
answer some of the questions—— 

Senator Kennepy. Without objection, your statement will be entered 
into the record. 

(The prepared statement of Mr. Fanning follows :) 
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STATEMENT OF JOHN H. FANNING, Director, OrFicE of Domestic PROGRAMS, 
OFFICE OF THE SECRETARY OF DEFENSE 


I am John H. Fanning, Director of the Office of Domestic Programs, Ofiice 
of the Secretary of Defense. I am appearing here on behalf of the Secretary 
of Defense and in support of S. 1505, a bill to amend the Fair Labor Standards 
Act of 1938, as amended, to restrict its application in certain overseas areas and 
for other purposes, The Secretary of Defense has been concerned for some time 
over the problem reflected in this bill and further explained in the earlier 
testimony this afternoon. This is a matter of serious concern to him because 
it threatens to impair the operating efficiency and economy of our overseas 
defense activities. The automatic extension of labor standards designed to 
apply to a United States economy to overseas areas whose economic and social 
development in no way parallels that of the United States is considered un- 
justifiable and contrary to the best interests of the United States and the foreign 
areas. 


We concur in the testimony of Secretary of the Navy Thomas, Admiral Beck- 
nell, and Lieutenant Colonel Swan. We urge the committee to give this matter 


the serious attention which it deserves and to report the measure favorably 
as soon as possible. 


Another reason for our pressing concern, and indicative of the necessity 
for expeditious action in the matter, is the recent filing of several actions 
in the Federal District Court for the Southern District of New York suing 
American contractors at overseas bases for alleged improper application of the 
wave-hour law to employment at these bases. You can appreciate the rapidity 
with which actions of this kind could mount in the event of a court decision 
favorable to the claimants in the actions. 

If the Department of Defense can facilitate the deliberations of the committee 
in any manner, we would be only too happy to do so. 

Mr. Fannrnc. I would like to clarify some of the questions that 
the chairman as well as Senator Purtell raised on the matter of agree- 
ment or lack of agreement of the executive agencies concerned. It 
is my understanding, and the committee, I think, has concluded, that 
there is no dispute among the interested agencies on foreign bases. 
As to Guam and the Panama Canal, I believe there is no substantial 
disagreement, although I defer to the Department of Labor, of course, 
and to the Dep: irtment of State. But I believe there is no substantial 
disagreement as to the proposal in the bill. The disagreement may 
be one as to the mechanics of accomplishing this and whether or not 
the industry committee system is ofan practical benefit in respect 
to Guam, in view of what I understand is strong evidence that the 
committee likely would find a dollar to be the pr evailing rate. 

I point out, of course, that the Congress at any time ‘could lift the 
minimum of the wage and hour law to $1.25 or some other sum. In 
that event, the coincidental application that we are presuming to 
exist at the present time may no longer be the case. It is our position 
that a mechanism to insure a stability irrespective of what the statu- 
tory wage-hour minimum may be, as the Congress sees fit, would 
continue to prevail. 

So that while factually there may appear at the moment to be no 
reason for the amendment, we think in the long-range view of things 
that it would be desirable. 

As to the retroactive feature, again I believe there is no substan- 
tial disagreement between the agencies; again it is a question of 
technique. I believe the position of the Department of Labor is 
that a retroactive provision similar to that in the so-called Portal- 
to-Portal Act with a so-called good-faith defense clause, would be 
acceptable to the Department of Labor, rather than the version that 
is included in S. 1505. 
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Again I say these are questions of mechanics rather than of sub- 
stance, and we certainly would be very happy to work with the 
committee in any revision of the bill along those lines that the 
committee may feel desirable. 

Other than that, I have nothing further to say. 

Senator Kennepy. I appreciate your remarks very much. And I 
am also grateful to the Department. 

Senator Purtell? 

Senator Purrett. You refer, of course, to these suits that are filed 
in the Federal court for the Southern District of New York? 

Mr. Fannine. Yes, sir. 

Senator Purreti. And these covered employment in Panama? 

Mr. Fanninc. No; I believe employment in north Africa. 

Senator Purretn. Frankly, I wonder whether there wouldn’t be 
more suits filed, in the light of the Supreme Court decision. These 
are cases that were in Africa? 

Mr. Fanninc. That is correct, sir. I believe they were. They were 
five in number. 

Senator Purret,. Thank you. 

Mr. Decuert. Mr. Chairman, I earlier today postponed answering 
the question that Senator Smith asked, and which had been previously 
asked by Senator Allott. I am perfectly glad to forego answering 
it altogether, but I do not want to make it appear that I am trying 
to get out of answering it. 

Senator Kennepy. Which question was that? 

Mr. Decuert. You remember Senator Allott, before he left, asked 
three questions. One was whether there were any alternative remedies 
to the situation other than this bill. The second one was whether the 
result could be reached by amendment to an appropriation act in- 
stead of by a bill like this. 

Senator Kennepy. And you said no to that? 

Mr. Decuert. And the third one, whether it could be done by 
amendment to existing executive agreements with foreign nations. 

It will take a couple of minutes to develop my point of view, which 
on this short notice isn’t necessarily the correct point of view, but 
I would present it for what value it may be, if you wish me to do so. 

Senator Kennepy. Proceed. 

Mr. Decuert. As to the question whether there are any alternatives, 
we have to look at the fact that there are two different fields to be 
covered. 

Taking first the field of the overseas bases, I think there are two other 
remedies. One is a treaty and one is an executive agreement. I think, 
for various reasons, neither one is as good a method as a straight- 
forward approach to the situation by an amendment to the act itself. 
But I think there are those two other methods of dealing with it. 

As to whether there are other alternatives with respect to the three 
possessions that we have been discussing—Guam, Wake Island, and 
the Panama Canal Zone—I have grave doubt. They can’t be dealt 
with by a treaty so far as the local citizens are concerned, nor can they 
be dealt with, I think, by the kind of executive agreement that we 
have in mind when we are dealing with foreign overseas situations. 
Therefore, I would doubt the existence of other adequate alternatives 
with respect to those three places. 
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As to the question of whether it could be done by an amendment 
to the appropriations act, as has been indicated, it seems to me that 
that would be a most unwise, and I suspect, not necessarily a complete, 
method of doing it. That procedure might, of course, result in a bill 
which itself contained a great many important appropriations being 
disapproved for other reasons. And it seems to me that as a practical 
matter, that is not a wise way of dealing with this question, which is 
a major question involving a half billion dollars in the next 3 years, if 
our figures are correct. It ought to be dealt with straightforwardly 
by a direct approach rather than by being hitched onto something 
else, it seems to me, sir. 

When you ask whether it can be done by an amendment to executive 
agreements, approaching first, sir, the question of the overseas bases, 
where the territory involved belongs to another country, some such 
executive agreements already contain provisions of this kind because, 
as Secretary Thomas has indicated, the local countries themselves see 
grave seeds of danger if a few of their people, a comparative few of 
their people, suddenly are paid wages very much above the local 
scales. Where it has not already been done, I believe that as a matter 
of constitutional law this matter could be covered either by a treaty 
to be ratified by the Senate or by an executive agreement. 

Again, however, it seems to me that since we are dealing with such 
a major problem, a problem that relates to other bases now in exist- 
ence, it would be far better to deal with it in the manner that the 
Department of Defense has proposed, and that is, by a straightfor- 
ward amendment to the statute. As to the three territories this 
doesn’t eliminate protection, but only gives certain other means of 
protection, so far as these three territories are concerned. 

The executive agreement question, as you, sir, so well know, is 
embodied in this problem as a result of the right of the President to 
deal with foreign matters by executive agreement, under the Consti- 
tution and applicable Supreme Court decisions relative to conduct of 
our foreign affairs. 

The question that has been asked, therefore, is one as to the power 
of the President to do this by executive agreement. But I would 
think there is also the question of the desirability of doing it in this 
way. 

Senator Kennepy. I don’t know whether the President could effect 
the retroactive feature of it by Executive order. 

Mr. Decuert. I don’t know whether he could—perhaps he could, 
because he is dealing with a foreign government, and perhaps, for 
example, Spain itself would have the right to waive any claim on 
behalf of all its citizens. 

If the chairman has recently been to Spain, he will have noticed as 
one goes from Madrid down to Rota, in all the fields people will be 
seen working with their hands, plowing the fields with rakes, and then 
you suddenly come to an area where they are working for the con- 
tractors involved in our air base. Here is visible evidence of the 
enormous dislocation to the local economy that may result if people 
on one side of a line get this very much higher pay than the others. 

I suspect that in the field of retroactivity, by agreement, if the other 
country were willing, it might be feasible, because those people 
of the foreign country working there are not protected by any consti- 
tutional guaranties such as we have. 
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As to Guam, there is a separate story which, if there were time, 
it might be well to develop more fully. 

But I might take just a minute to review it, sir. You may remem- 
ber that Guam was ceded by 

Senator Kennepy. In order to save time, perhaps you could send 
up a letter to us and give us your answers as to these three points. 

Mr. Decuerr. I will be glad to do so. And perhaps I will have a 
wiser answer than I would have if I attempted to do it now. 

Senator Kennepy. I thought it was fine. 

The next witness is Msgr. George Higgins, the National Catholic 
Welfare Conference. 

After Monsignor Higgins, there will be Mr. Clarence Mitchell, for 
the National Association for the Advancement of Colored People; 
Miss Fay Bennett, for the National Sharecroppers Fund, Inc.:; Mrs. 
TVatricia Harris, the National Council of Negro Women; Mrs. Paul 
Blanshard, the Unitarian Fellowship of Social Justice; and Mr. John 
Gunther, Americans for Democratic Action. 

I want to apologize for having kept you so long. We will try te 
get to you right away. We hope that each of you will be able to 
keep your testimony as brief as possible, as you understand that 
many of these matters were considered in 1955 and 1956, and what we 
are mainly interested in is supplementary material. 

Whenever possible, if you find it convenient to place your state 
ment in the record and then give us a digest of it, we would appre- 
ciate it. 

Monsignor Higgins. 





STATEMENT OF MSGR. GEORGE S. HIGGINS, DIRECTOR, SOCIAL 
ACTION DEPARTMENT, NATIONAL CATHOLIC WELFARE CON- 
FERENCE 


Monsignor Hieerns. Mr. Chairman and members of the committee, 
I have given the reporter a copy of my statement, which is brief, 
in any event. It would be enough to say, summarizing the statement, 
that the Social Action Department of the National Catholic Welfare 
Conference, which I represent, is strongly in favor of the early enact- 
ment of S. 1267. 

I don’t have to go into detail about the technicalities of the bill; 
as you have already indicated, those have been amply considered by 
previous witnesses. By the same token, I think it would be unneces- 
sary at this time to go into detail on the ethical basis of our argument 
in favor of improving the Fair Labor Standards Act along the lines 
of S. 1267. Those arguments have been presented on numerous occa- 
sions by representatives of our department before other congressional 
committees, from 1938 to the present time. 

I am particularly happy personally and as a representative of our 
department that S. 1267 makes an attempt—TI hope it will be a success- 
ful attempt—to give protection to large numbers of agricultural 
workers engaged on large commercial farms. 

I have heard all of the arguments over the years against including 
them. Whether those arguments were valid in 1938 at the time of 
the passage of the original act is a debatable question. But personally 
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and as a representative of the National Catholic Welfare Conference 
Social Action Department, I would take the position today that the 
arguments are no longer valid. 

‘here is a great need, I think, for protecting these workers, and 
the argument which is so frequently used, that this is a matter to be 
handled by the States, frankly, so far as I am concerned, is rather 
unconvincing. 

Even at this late date, as the committee has heard frequently, I am 
sure, during these hearings, many of the States which are expected, 
according to that argument, to protect agricultural workers and 
other workers included under the new provisions of the new bill, are 
the very States which have not only not enacted minimum wage legis- 
lation but are not likely to do it in the foreseeable future. 

I personally, departing from my prepared statement for a moment, 
think that the argument of leaving it to the States at this late stage 
approaches hypocrisy. That is a strong statement, but there isn’t 
any evidence whatsoever that some of the States in which this is a 
real problem have any intention whatsoever of passing legislation. 

I hope, therefore, that S. 1267 will be enacted, at least in substance. 
There may be technical reasons for changing it in some of its details, 
but in substance I think it is sound, and I urge its enactment. 

Senator Krennepy, Senator Purtell? 

Senator Purrett. I haven’t any questions. 

Senator Kennepy. I want to thank you very much, Monsignor. 
Your statement will be placed in the record. 


(The prepared statement of Msgr. George G. Higgins follows:) 





STATEMENT OF VERY Rev. MsGr. GeorGE G. Hiaeins, Director Socran AcTION 
DEPARTMENT, NATIONAL CATHOLIC WELFARE CONFERENCE 



























My name is Msgr. George G. Higgins. I am the director of the social action 
department of the National Catholic Welfare Conference, Washington, D. C. 
The social action department is that section of the NCWC, the national see 
retariat of the American bishops, which deals with all matters such as the 
one being considered by this committee, namely, amendments to the Fair Labor 
Standards Act. 

The NCWC social action department favors the early enactment of 8. 1267, 
which would extend the protection of the Fair Labor Standards Act to several 
million workers in a variety of occupations which, for one reason or another, 
were exempted from coverage under the terms of the original statute. Whether 
or not their exemption in 1938 was justified by conditions prevailing at that 
time is still a debatable question. In our judgment, however, there is no justi- 
fication at the present time for continuing to deny the workers employed in 
these services and trades the minimum protection provided by the Fair Labor 
Standards Act. 

It will not be necessary for us in this statement to discuss the technicalities 
of S. 1267 in detail. They have already been adequately discussed by previous 
witnesses before this committee. In the interest of brevity it will be enough to 
say that, in our opinion, the evidence at hand is overwhelmingly in favor of 
the enactment of the bill. Its passage would be a boon not only to the millions 
of workers directly affected by its coverage provisions but to the economy as 
a whole. 

Neither will it be necessary in this brief statement to outline in detail the 
ethical arguments in favor of adequate minimum wage legislation. Official 
representatives of the NCWC social action department have stated these argu- 
ments in considerable detail at a number of previous congressional hearings on 
the Fair Labor Standards Act and proposed amendments to the act between 
1938 and the present time. For present purposes suffice it to say that according 
to Catholic social teaching the payment of a family living wage is required in strict 
justice. As a matter of fact, the 1919 bishops’ program of social reconstruction 
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went so far as to state that the right to a family living wage has priority over 
the right of an employer to take interest on his investment. This will serve to 
indicate how seriously the obligation to pay a family living wage is taken in 
Catholic social teaching. 

In the second place the Government, according to Catholic social teaching, 
has not only the right but in some cases the duty to enforce a reasonable mini- 
mum wage. We do not say that the government, either Federal or State, should 
assume complete responsibility for the enforcement of wage justice. We do say, 
however, that the Government, whenever necessary, should establish certain 
minimum standards. This principle is now generally accepted in law and almost 
unanimously approved by public opinion in the United States. It remains 
merely to apply the principle as realistically as possible in the light of current 
economic conditions. This is what we are attempting to do in recommending 
that the coverage of our present Federal minimum wage law be extended along the 
lines proposed in 8. 1267. 

The argument in favor of having the States handle this type of legislation is 
meaningless for all practical purposes. Even at this late date, after more than 
40 years of discussion of minimum wage legislation, action at the State level is 
woefully incomplete and inadequate. Nineteen States have no minimum wage 
legislation at all. Only 8 States enforce the payment of minimum wages to 
men, and only 1 State has as much as a dollar an hour as the statutory wage. 
It is obvious, then, that meaningful legislation must come at the Federal level. 

In conclusion, may we say that we are particularly enthusiastic about the 
fact that S. 1267, if enacted, would at long last extend the protection of the Fair 
Labor Standards Act to agricultural workers on large industrial farms. This 
amendment to the original statute is long overdue. To be sure, all of the work- 
ers included in the new coverage provisions of S. 1267 are in dire need of pro- 
tection, but none so much as those who are employed in our so-called factories 
in the fields. 


Senator Kennepy. The next witness will be Mr. Clarence Mitchell, 
for the National Association for the Advancement of Colored People. 
Mr. Mitchell, we are glad to have you here. 














































STATEMENT OF CLARENCE MITCHELL, DIRECTOR, WASHINGTON 
BUREAU, NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF 
COLORED PEOPLE 





Mr. Mrrcneti. Thank you, Mr. Chairman, and Senator Purtell. 
My statement is very brief, and with your permission I would like 
to file it in the record. 

(The prepared statement of Mr. Mitchell follows :) 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASHINGTON BUREAU OF 
THE NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE 





Mr. Chairman and gentlemen of the subcommittee, I am Clarence Mitchell, 
director of the Washington Bureau of the National Association for the Ad- 
vancement of Colored People. 

I wish to submit the following resolution which was passed at our national 
convention in June 1956 at San Francisco, Calif. 

“We note with satisfaction that a raise in the Federal minimum wage to 
$1 has been won. This is a substantial step toward our goal, announced in our 
1954 resolution, and which we still support, of an increase to $1.25 an hour. 
Such an increase will mean a greatly needed advance in the standard of living 
of over 2 million workers. 

“Equally important is a broadening in the coverage of the minimum wage 
law to include workers not now included, particularly agricultural workers 
and those in the retail trade.” 

A similar resolution commending Congress for passing the minimum wage 
increase was adopted by our national convention in June 1955 at Atlantic City, 
N. J 

We are very concerned about the lack of coverage for workers in many 
eategories. These groups have been described in the AFL-CIO statement given 
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to this committee on March 4, 1957. Therefore, it is not. necessary to review 
the problem. 

We support S. 1267 introduced by Senator Wayne Morse. 

Senator Kennepy. I notice that you make reference to the action 
of your national convention in June of 1956. I imagine that this is 
of special interest to you, as so many colored people are involved in 
these low-wage industries. 

Mr. Mircuety. That is correct, Senator Kennedy. 

For example, there is in the AFL-CIO statement that was filed 
with this committee a reference to the logging industry, as to how, 
by the process of subcontracting, persons are able to evade the re- 
quirements of the law. 

Now, it so happens that I have had some personal knowledge of 
that. I have seen in the State of South. Carolina, for example, a 
number of people who worked in groups of 8, and the reason they 
worked in the groups of 8 was because they couldn’t be covered by 
the law, although they were doing exactly the same kind of work that 
would require higher wages. 

Senator Kennepy. You mean, also working for large companies on 
a subcontracted basis ? 

Mr. Mrrcne.y. Yes. 

Of course, we also have a very substantial problem in agriculture, 
because a great many of the people who go up and down the eastern 
seabord working for farms and working in the canning industry, and 
that kind of thing, are colored people. 

Senator Kennepy. Have you seen this proposal to change the defi- 
nition of the area of production which would, as was brought out 
this morning by Mr. Barkin, of the AFL-CIO, take out some hun- 
dreds of thousands of workers from the coverage of the minimum 
wage, particularly in farming and cotton areas? I would think that 
a good percentage of those would be colored people. 

Mr. Mircuett. That is correct. 

I believe I can say, without any fear of contradiction, that most of 
these Federal programs that are designed to benefit people in various 
kinds of operations are tailored in such a way that the cotton opera- 
tion and peanut growing, and that kind of thing, those workers do 
not get the same kind of benefits. Unhappily, a vast majority of 
them are colored people in the South. Of course, in the West, you 
get the Latin American element. 

Senator Purrety. Actually, the fact is that this sort of protection 
is needed for the unorganized worker, really, isn’t it 4 

Mr. Mircueu. It certainly is, Senator. 

Senator Purrett. Your organized worker has the power of the 
union or the organization behind it, but the fellow who has no organ- 
ization needs protection. 

Mr. Mircnetx. And I would say that I have tried in a small way 
to work with the people who are interested in organizing agricul- 
tural workers for some 25 or 30 years. But I have not seen any sub- 
stantial success in that field, because they are a very difficult group to 
organize, mainly because they are migrants, and in addition there are 
so few types of Federal legislation that give them any basis for 
organization. 
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Therefore, it is certainly true that they do not have the protection 
that people who work in factories would have, or those who have 
a better form of organization. 

I would like to call attention to this statement which I made with 
reference to a resolution which was passed in our Atlantic City con- 
vention in 1955. That particular resolution was one commending the 
Senate committee because it had just approved the legislation at that 
time. I included it with the hope that the committee would see that 
this is a matter of continuing interest with our organization year after 
year. 

Senator Kennepy. One of the arguments before us, Mr. Mitchell, 
is that the workers’ productivities are worth more or less what they 
are getting; namely, the prevailing wage in this area for their skills— 
for example, laundry workers, a lot of them are paid less than a dol- 
lar—and they say that to put them up toa dollar would put them above 
what their peers in skill would get in the same localities. 

The only argument against that seems to be that the Federal Gov- 
ernment should attempt to lift these people who are, in some cases, 
unorganized, and are not in an equal position as far as getting their har- 
gaining rights protected. 

Mr. Mircue.t. It does seem a very unfair kind of proposal to sug- 
gest that people should be penalized simply because by raising their 
wages for work that they are doing and doing well, you might put 
them out of line with persons around them. I think it would be just 
as logical to argue, for example, that Members of Congress shouldn’t 
get whatever it is that they get, because it might throw a wage rate 
out of line in the executive branch of the Government. I think it is 
a very silly kind of an argument, and it is usually used by those who 
have a systematic program of exploiting a certain type of working 
person. 

I remember back in 1943 I was in Alabama with a man who operated 
a shipyard and he was commenting on the Negro workers there. It 
was the Alabama Dry Works, one of the shipyards that employed a 
large number of skilled colored people. This gentleman said, “This 
is the best cheap labor in the world.” 

Now, I think that is really the motivation for a lot of these argu- 
ments about throwing wage scales out of line. The Negro labor sup- 
ply in this country is regarded in many quarters as a vast potential of 
cheap labor. And for that reason, people want to keep it there. I 
don’t think they are being altruistic or are really concerned about 
throwing other wage scales out of line. I think they just have in 
mind maintaining a cheap labor pool, really. 

Senator Kennepy. Of course, having on the market a rather large 
source of cheap labor depresses wages outside of that group, too—the 

wages of the white worker who has to compete. And when an em- 
ployer can substitute a colored worker at a lower wage—and there are, 
as you pointed out, these hundreds of thousands looking for decent 
work— it affects the whole wage structure of an area, doesn’t it? 

Mr. Mrrcnett. I certainly think that is why the southern picture 
is as it is today on the wage matters, that there is a constant threat 
that if the white people don’t accept the low wages that are being paid 
to them, some Negroes will come in work for a lower wage. Of course, 
you feel it then up in Connecticut and Massachusetts, because various 
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enterprising people decide to take their plants out of your States and 
take them down to the areas of cheap labor. 

Senator Kennepy. And it is not only in industries which are com- 
petitive, such as the textile industry, but I think it is really a question 
of whether the Federal Government recognizes its responsibility to 
make sure that in an area where it does have a responsibility some- 
one isn’t paid a wage that is below a minimum, below one which 
will maintain a minimum standard of living. I think the Federal 
Government has an opportunity to stimulate wage raises in a whole 
area far beyond the immediate area it might cover, because, like a 

ebble in a pond, Federal minimum-wage protection spre eads out to 
intrastate wages and lifts them, too, especially in this group which 
is not able to bargain and protect its own wage rates. 

Mr. Mircue.y. I think even further, Senator Kennedy, you have a 
situation where there is substantial migration of the population in 
the South, migration from agricultural areas to urban areas, and 
there is a high migration from the southern urban areas to northern 
urban areas. 

A large part of that is because of the differential in wages. If we 
could eliminate that, it would be an important factor in stabilizing 
population movement. 

Senator Kennepy. We are very grateful to you, Mr. Mitchell. 

Mr. Mircnet.. Thank you. 

Senator Kennepy. The next witness is Miss Fay Bennett, of the 
National Sharecroppers Fund, Inc. 


STATEMENT OF MRS. PAUL BLANSHARD, UNITARIAN FELLOWSHIP 
FOR SOCIAL JUSTICE 


Mrs. BLansHarp. Senator Kennedy, if you will allow me, I am not 
Fay Bennett, but I am Mrs. Paul Blanshard. I have been asked to 
represent both the sharecroppers and, if I may, my own organization. 

Senator Kennepy. The Unitarian Fellowship for Social Justice? 

Mrs. Buansuarp. That is right. My testimony for both organiza- 
tions is extremely short. 

And may I say that I appreciate very much the privilege of appear- 
ing before the committee. 

My name is Mrs. Paul Blanshard. I am the Washington representa- 
tive of the Unitarian Fellowship for Social Justice. The chairman of 
our legislative committee is Mrs. Richard Neuberger. 

I appear before your committee today to urge the passage of Senate 
bill 1267, known as the Morse bill, to spread ‘the umbrella of protec- 
tion of the Fair Labor Standards Act to an additional 914 million 
American workers. These workers are found largely in retail stores, 
laundry and cleaning establishments, agriculture, the : allied industries 
of processing, canning, and so forth. But to this committee which 
has so patiently heard so much testimony it is surely not necessary 
to elaborate. What is necessary to emphasize and underline is the 
desperate plight of these poorly paid workers. These workers are the 
unorganized, they are migrants, they are unprotected. And, if I 
may say so, they are discriminated against by the Fair Labor Stand- 
ards Act which was passed in 1938. It is ironical that as a factory 
worker the act protects me. But if I work in an equally large laun- 
dry, dry cleaning establishment, hotel or department store, I have 
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no protection. If I work in a cannery, I can toil up to 56 hours a week 
for a total of 28 weeks in the year without overtime pay. 

Those injustices should be corrected. Only the Federal Govern- 
ment can do it. Two arguments that you have heard against the 
extension of the act I would like to answer. First, it cannot be a 
State’s responsibility for the States have not accepted it. Nineteen 
States have no minimum-wage law at all and only one State has a 
dollar statutory minimum. Second, the Morse bill does not expect to 
put Federal controls on the small corner grocery, drugstore and other 
similar establishments. 

There are those who say this extension of minimum protection to 
new millions of workers would be inflationary. If we are frank, every- 
thing is inflationary today ; but least of all would be the small increase 
in the pay envelopes of the lowest paid workers who would imme- 
diately aid the retail stores, large and small, by purchasing the basic 
necessities of life: food, clothing and shelter. 

The Unitarian Fellowship which I have the privilege of represent- 
ing believe in social justice at home as well as abroad but we whole- 
heartedly believe that social justice should begin at home and that we 
os 7 afford to do this at this session of Congress by passing 

. 1267. 

Senator Kennepy. Fine. And now you can put your other hat on. 

Mrs. BuansHarp. I take off my hat and appear for the National 
Sharecroppers Fund. 


STATEMENT OF MRS. PAUL BLANSHARD, NATIONAL 
SHARECROPPERS FUND 


Mrs. Biransnarp. My name is Mrs. Paul Blanshard and I appear 
today at the request of the National Sharecroppers Fund of which Dr. 
Frank P. Graham is chairman. I have been associated with the fund 
for more than 20 years. During this time I believe it can modestly 
assert that it has done more to bring the plight of the farm laborer and 
the migrant worker as well as that of the sharecropper before the 
American people than any other organization. 

The National Sharecroppers Fund supports Senate bill 1267 and 
urges its passage. If the committee will permit, the National Share- 
croppers Fund would like to submit for the record an extended state- 
ment of its reasons for supporting this measure. 

Senator Kennepy. That will be done, if you want to send it to us. 

Mrs. BuansHarp. Thank you. 

(The statement referred to follows:) 


STATEMENT BY BoarD OF Directors, NATIONAL SHARECROPPERS Funp, INc. 
New York, 3, N. Y. 


The board of directors of National Sharecroppers Fund is gratified that legis- 
lation S. 1267 has been introduced to amend the Fair Labor Standards Act of 
1938, by extending coverage to certain categories of employees not now covered. 
Since most of the workers mentioned in these amendments are among the most 
underpaid workers in our country, unable to provide a decent standard of living 
for their families, we hope that this bill will get speedy and favorable attention 
from your committee. 

Our particular concern is for the farm workers in the United States for whom 
our Government has done so little. These are the people who plant and harvest 
the crops on which all Americans depend; yet they and their families reap so 
little from the wealth which our Nation produces. We are not here discussing 
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the small family farm which relies on the labor of members of the family with 
perhaps one or two hired men (though these too should be considered in future 
legislation), but we are discussing the large farm enterprises which rely pri- 
marily on hired labor to produce their crops. S. 1267 would cover only farm 
employers using 400 man-days of hired farm labor during a preceding calendar 
quarter. This is a minimum coverage and should be enacted as a beginning 
toward seeking proper coverage for all farm labor. 

We are aware that a great deal of information has already been supplied to 
your committee giving existing wage scales and living conditions, as well as 
dealing with the profits and economic problems of the farming industry. There- 
fore, we shall limit our statement to an affirmation of the need for legislation in 
this field in general terms. 

We note that spokesmen for the farm-owning interests have mentioned the 
heavy burden of recordkeeping if farm labor is covered by minimum wage and 
hour legislation. Surely, it is true that every advance for mankind has neces- 
sitated planning, work, even recordkeeping. Yet are we to deny a living wage 
and decent family standards for these workers who are performing such a nec- 
essary function for the rest of us, because their employers will thereby have to 
keep records? The same thing is being said of social security payments for a 
segment of farm workers now covered. We would not doubt that there may 
be difficulties involved which will have to be solved. But these difficulties must 
be met rather than avoided. When these workers are covered by Federal legis- 
lation, any bookkeeping or administrative difficulties will become apparent, and 
they must be ironed out. These very record-keeping procedures adopted by the 
farm owners may prove to make his farming operation more efficient. But 
whatever steps are needed to bring a living wage and decent standards to our 
farm workers must be taken. We should not allow more than 1 million people 
to continue to live the degrading lives which are the lot of so many of today’s 
farm workers. Surely, we must take the necessary steps to give them and 
their children an opportunity for decent homes, proper food and clothing, ade- 
quate health provisions, and a chance for an education, which now is largely 
denied them. A first step in this direction, and a minimum one, is favorable 
consideration of S. 1267. This we have a moral responsibility to do. The gain 
to the well-being of our farm people and the Nation as a whole will be im- 
measurable. 


STATEMENT OF PURPOSE 


The National Sharecroppers Fund is a nonprofit membership corporation whose 
purpose is to furnish voluntary aid, financial and otherwise, for the amelioration 
of economic, social, and educational conditions among sharecroppers, tenant 
farmers, migrant farm workers, and other agricultural workers. Its board of 
directors is made up of interested citizens and its funds come from voluntary 
contributions from individuals throughout the country who are interested in 
this work. 

Mrs. Biansuarp. In the meantime, may I say in its behalf that it 
is well aware that both Republicans and Democrats have pledged 
support to extending the coverage of the Fair Labor Standards Act in 
their respective par ty platforms. We therefore expect action. 

And if I may interpolate, Senator Kennedy, I will say that in 
going over the testimony given by Secretary of Labor Mitchell, I find 
that he specifically states that the agricultural workers and the allied 
industries would be exempt, and I just. wonder if in the budgets of the 
various committees in the House and in the Senate, there couldn’t be 
a little fund found to take Secretary Mitchell down to a I: irge planta- 
tion or to a canning factory or into a laundry and show him the condi- 
tions under which these unprotected workers are now laboring at 
much less than $1 an hour. And it seems to me if he and those who 
are against this legislation could really see the conditions under which 
these workers who are now unprotected have to work, that they would 
change their opinion on the changes in the bill. 
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No longer should the agricultural worker, caught in his farm en- 
vironment, be discriminated against by his Government. These 
workers on the great farms and plantations and orchards of our coun- 
try are vital to our very existence. Our Government should bring 
them into the family of recognized workers. It is little enough to ask. 

Senator Kennepy. Your opinion, Mrs. Blanshard, is that it is pos- 
sible for the Goverment to extend its coverage to these farmworkers; 
that farming, at least to the extent that it is covered in the Morse 
bill, is a big enough business to be able to maintain records of their 
work as is done in manufactur ing? 

Mrs. Bransnarp. Right. I think it would be dificult but I am 
perfectly sure that it could be done, and I know that there would be 
great help given to them by the Agricultural Workers Union, 
which has found it extremely difficult to organize these workers, 
But they know the conditions so well that they could be extremely 
helpful in extending the work. 

Senator Kennepy. Senator Purtell ? 

Senator Purrei.. No questions. 

Senator Kennepy. We are glad to have had you here. And we 
will be interested in the statement that you are going to send to us. 
I don’t know whether we are going to have any success on this ques- 
tion at this time, but it is coming, and I think the more informa- 
tion we get on the capability of the farmer to conduct his enterprise 
and at the same time to make sure his employees are fairly treated, 
I think the further we will be along on it. I think it is a very great 
problem. There is a good deal of concern for the farmers and a 
good deal of Federal funds allocated to support farmers, and it 
seems that we should have a right to insist also, as Mr. Barkin 
pointed out, that a decent wage under these conditions be paid by 
those who run large corporation farms. 

Mrs. Biansuarp. It is hardly fair to call them farms. They are 
corporations. 

Senator Kennepy. I don’t know whether the definition in the 
Morse bill is fair, the subcommittee would have to consider that, 
but there is no doubt but that protection should be given to workers 
on the type farms that you and I are talking about. 

Mrs. Buansuarp. And what I feel, and I am sure you feel also, is 
that only as we talk about it today will we get it tomorrow. And 
I hope tomorrow will come very soon. 

Senator KENNEDY. I appreciate it very muc h. 

The next witness is Mrs. Patricia Harris, National Council of 
Negro Women. 

We are glad to see Mrs. Paul Douglas here. She is the wife of the 
former chairman of this subcommittee, who spent many hours listen- 
ing to previous testimony, and who has made our work very much 
easier. 

We are glad to have you. 


STATEMENT OF MRS. PATRICIA ROBERTS HARRIS, NATIONAL 
COUNCIL OF NEGRO WOMEN 


Mrs. Harris. Mr. Chairman and Senator Purtell, we appreciate 
the opportunity to testify this afternoon. 

I am Patricia Roberts Harris, legislative chairman of the Na- 
tional Council of Negro Women, representing approximately 800,000 
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women in 22 national affiliates and 92 local councils in the major 
cities of this country. Members of the National Council of Negro 
Women are found in all the occupations and professions, ranging 
from college presidents to domestics. 

Because of the wide range of employment concerns of our mem- 
bers, we are especially sensitive to the need for increased coverage 
under the Fair Labor Standards Act. We therefore support and 
strongly urge the favorable action of this committee on S. 1267. 

As an organization of Negro women we are particularly aware of 
the fact that those persons in industries not covered by the pro- 
visions of the Fair Labor Standards Act are those least able to bar- 
gin independently for an adequate wage which permits maintenance 
of decent, though frugal, living conditions. We do not for a moment 
suggest that the present minimum wage is adequate to support a 
family, or even an individual in most areas of this country, but we 
insist that any lower wage is shocking and economically and morally 
indefensible. 

We shall not at this time discuss the economic justification for ex- 
tending the coverage of the Fair Labor Standards Act because such 
testimony has already been presented to the committee. We shall 
rather limit our brief remarks to our concerns as they relate to our 
membership. 

The industries not presently covered by the act, with the possible 
exception of retail, are those which employ large numbers of Negroes, 
as has been discussed here today, such as laundries, restaurants, agri- 
cultural processing, and cleaning establishments. It is not an exag- 
geration to state that the presence of Negroes in large numbers in these 
industries is due largely to the fact that their weak bargaining posi- 
tion forces them to accept lower wages than their more fortunate white 
neighbors. 

Inadequate training resulting from the cumulative effect of de- 
cades of inferior education, poverty, and racial discrimination, plus 
the fact that more desirable jobs often are closed to them because of 
race,-have forced the Negro worker to accept jobs at less than sub- 
sistence wages. For this reason, mothers, fathers and frequenthy 
children are forced into the labor market, leading to the deterioration 
and ultimate destruction of family life. Not infrequently, the Ne- 
gro woman is the sole breadwinner. Plagued by long hours and in- 
sufficient wages, she finds it impossible to fulfill her role as mother 
and her children become easy prey for the forces of delinquency. It 
is not difficult to understand the frustrations which beset the human 
spirit under these conditions. 

We do not today speak much of the “Just wage” but we should re- 
member that no man’s profit should be made by the ugly exploitation 
of those who cannot protect themselves. Because such exploitation 
is the case in too many instances, it is the responsibility of the Con- 
gress to protect the basic welfare of its citizens by providing minimum 
standards wherever constitutionally possible. 

The National Council of Negro Women not only endorses the ex- 
tension of coverage sought by S. 1267, but also would wish for cov- 
erage of those employing smaller numbers. Such small businesses, 
in the aggregate, employ thousands of individuals who sorely need 
protection. 

89646—57——56 














862 MINIMUM WAGE PROTECTION 

We have been concerned about fair labor standards for the 22 years 
of our existence and we hope for the day when no man or woman will 
be forced to work for less than the minimum required to maintain 
body and spirit. We have faith that the economy of our Nation will 
not only support such a universal “just wage,” but also that it will 
thrive as a result. 

We therefore support the widest possible coverage by the legisla- 
tion and urge S. 1267 as the bare minimum to be passed at this time, 

Senator Kennepy. Thank you, Mrs. Harris. 

Senator Purtell ? 

Senator Purreti. No; except that I was very much interested in 
your testimony, Mrs. Harris. 

Senator Kennepy. We are very glad to have had you here, Mrs, 
Harris. 

I understand why this matter is of great interest to you. And 
when the subcommittee has concluded its hearings on Monday, we 
will certainly bear in mind what you have said. 

Mrs. Harris. Thank you. 

Senator Kennepy. I want to express the regret of the subcommit- 
tee to Mr. Gunther that you have seem detained to this point, but we 
will hear you now. 


STATEMENT OF JOHN J. GUNTHER, AMERICANS FOR DEMOCRATIC 
ACTION 


Mr. Guntuer. That is all right, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I am John J. 
Gunther, legislative representative, Americans for Democratic Ac- 
tion. I appear here today on behalf of ADA. We appreciate this 
opportunity to present our views on the question of coverage under 
the Fair Labor Standards Act. 

President Eisenhower has repeatedly called for extension of cover- 
age under the Fair Labor Standards Act. This year on January 23 
the President, in his economic message, told the Congress— 

Personal security would be strengthened * * * by broadening minimum wage 
legislation to cover additional workers needing this protection * * * 

ADA agrees with this statement of the President. We only wish 
that the administration had taken this statement literally in its testi- 
mony before this subcommittee. Secretary of Labor Mitchell, when 
he appeared here, did not recommend “broadening minimum wage 
legislation to cover additional workers needing this protection,” 
Rather, he recommended minor revision in the legislation which at 
most would extend coverage under the law to 214 million workers, 
five-sixths of whom are now earning more than the minimum wage. 

It seems incredible to us that the President’s commitment to the 
millions of unprotected workers meant no more than the proposal of 
the Secretary of Labor. There are more than 10 million employees 
in this country who could be covered by the Fair Labor Standards 
Act without extending Federal authority into new areas and without 
imposing hardships on the corner grocery store owner. 

The administration resurrected the same strawmen—serious cur- 
tailment of employment and threat to small independent business— 
that it created in opposition to the $1 minimum wage in the 84th 
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Congress. We cannot believe, Mr. Chairman, that the large retail, 

service, food processing, and construction establishments in America 

are so weak that they would fail should they be required to pay $1 
er hour to their employees. 

The administration measure isn’t even adequate in the area that it 
proposes to cover. It denies to the employees who would gain mini- 
mum wage protection under its proposal the other essential element 
of fair labor standards—overtime payment for work in excess of 40 
hours. This attempt by the administration to further fragment the 
Fair Labor Standards Act should clearly be rejected. 

Secretary Mitchell also proposes a new, and we believe, an unde- 
sirable recommendation, on the commerce requirement. The require- 
ment of direct shipment of goods in interstate commerce as the deter- 
minant of coverage ignores the reality and encourages subterfuge. 

ADA has been urging the Congress to extend coverage under the 
Fair Labor Standards Act since the organization was founded in 
1947. We have urged this both in the interests of the welfare of the 
individual worker and as a nec essary component of a sound national 
economy. Our local chapters throughout the country have been 
conducting surveys in their communities to determine wage levels 
in retail stores, laundries, dry cleaning establishments, hotels, restau- 
rants, and so forth. The information they have uncovered indicates 
clearly that extension of coverage of the $1 minimum wage would 
benefit employees in even the largest cities of our country. 

We intend to make a compilation of these surveys available to all 
Members of Congress in the near future. 

Americans for Democratic Action endorse S. 1267, the bill intro- 
duced by Senator Morse and others. This measure would bring fair 
labor standards to 914 million employees not now enjoying such pro- 
tection and it would not affect the small business enterprise, for it 
would exclude industries and establishments having an annual busi- 
ness of $500,000 or less. 

The Morse bill would afford protection to agricultural labor but 
would exclude the family and/or small farm. The Morse bill 
sents a balanced approach, with due consideration for the ability of 
the employer, the needs of the employee, and the requirements of a 
growing economy—while the administration measure seems to have 
one criterion: the convenience of the employer. And only when it 
serves the convenience of the employer does the administration look 
to the benefits to the economy or the welfare of the individual 
employee. 

In the last few months, Mr. Chairman, we have heard a great deal 
of talk about inflation in this country, and the great danger if some- 
thing isn’t done to curb it. Now, most of the inflation is rather 
readily admitted, both in the administration and by private econo- 
mists, to be the result of a boom in capital goods. It seems to us 
that the only dangers in a boom from capital goods are when con- 
sumer buying power drops behind. And we can think of nothing 
that would help consumer buying power more than higher wages, 
particularly to those who are in the lowest levels of our economy as 
far as income is concerned, because they would immediately spend 
what they get to buy up some of these things when inventories are 
piling up that are carrying some of our people both in and out of 
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Government, so that we might have a great slump in buying power 
here this spring and next summer and next fall. 

Senator Purrett. May I ask a question, Mr. Gunther? How does 
this fit in with your statement, this request, small as you feel it is, for 
extended coverage—how does that fit in with the statement: 

Only when it serves the convenience of the employer does the administration 
look to the benefits, to the economy, or the welfare of the individual employee. 

Mr. Guntuer. I would say it serves the convenience in that the 
employer, as defined by Mr. Mitchll, is so large that he could hardly 
come here and give you an argument which would be—that would 
seem to us to be very meaningful or valid, that it would be incon- 
venient administratively, or would be a violation of States rights, or 
something like that, for him to pay that wage. 

Senator Purre.y. So that in your opinion this is really a measure 
that is proposed because it is convenient for the employer ? 

Mr. Guntuer. That they could not argue was inconvenient. 

Senator Purrett. Well, your statement was: 

Only when it serves the convenience of the employer does the administration 
look to the benefits, to the economy, or the welfare of the individual employee. 

Now, I would gather that you feel that the proposal made by the 
Secretary of Labor was made because it serves the convenience of the 
employer. In what way does it serve the convenience of the employer? 
You are not talking about inconvenience; you mentioned convenience. 

Mr. Guntuer. Well, if I used unfortunate language, Senator Pur- 
tell 

Senator Purrety. I think you used a lot of unfortunate language, 
but I would like to talk about this particular phase of your language. 

Mr. Guntuer. What I meant to say was that the first criterion in 
the Secretary’s statement before this committee was: Can the em- 
ployer do this conveniently; and if it creates great administration 
difficulties, we are not going to do it. 

Senator Purrexy. In other words, you really didn’t mean what you 
said when you said it serves only the convenience of the employer! 

Mr. Guntruer. What I should have said: If it is inconvenient to the 
employer, it won’t be done. 

Senator Purreit.. So you don’t mean what you said here? 
Mr. Guntuer. If it is unclear to you, Senator, I should have said: 





If it is inconvenient to the employer, the good of the economy and the: 


good of the employee isn’t looked to. 

Senator Purreity.. Thank you. 

Mr. Guntuer. Of course, employer representatives also plead the 

eat burden of complex recordkeeping that fair-labor-standards leg- 
islation would impose on the employer. The fact is that present laws 
require the maintenance of records for Federal and State income-tax 
purposes, social security, workmen’s compensation, sales taxes, and 
unemployment compensation—even more elaborate records are re- 
quired under maximum-hours laws, the employment-of-women laws, 
and other laws dealing with the employment of children, or night 
employment of women or children. 

Fair labor standards would require little, if any, additional record- 
keeping. 

ADA urges the Congress in this session to extend protection as to 
minimum wages and maximum hours to all workers who can be covered 
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by Federal legislation. By and large, these workers who are not now 
enjoying the benefits of the act are those who most need them. They 
are low paid; they.-work long hours; and they are unorganized. 

The Government of the United States has an obligation to these 
workers to give them the same protection of the laws as that enjoyed 
by workers in industries and businesses now covered by the Fair Labor 
Standards Act. 

Senator Kennepy. Thank you very much, Mr. Gunther. 

Senator Purtell ¢ 

Senator Purrett. Only one question. Mr. Gunther, don’t you 
think that since the bill that you are discussing, 1267, leaves several 
million out, don’t you feel that in line with your philosophy here that 
they all ought to be covered ¢ 

Mr. Gunruer. Well, we would say, Mr. Chairman, that we would 
like to see more coverage than the present bill does cover. There are 
employees—I think probably the law could be extended to cover prac- 
tically any farm enterprise, whether it be a very small one or not, as 
long as outside labor is employed—we would not recommend that it 
be covered, because we don’t think this administratively could be 
covered. 

Senator Purret.. Don’t you think that these people, on the basis 
of your testimony, deserve and should get these minimum wages that 
you feel they are entitled to? 

Mr. Gunner. We think that if you create higher wages in the 
economy as a whole, in the agricultural economy, that it will bring up 
the wages. 

Senator Purreit. In other words, you feel that at some place there 
isa breaking-off point; is that correct? 

Mr. Guntuer. Of course. 

Senator Purretyt. You have selected one place, Secretary Mitchell 
selects another, and you are in agreement that when you make any 
change and extend your coverage, it will have a beneficial effect on 
the whole economy ? 

Mr. Guntruer. That is right. 

Senator Purrer.. Therefore, I would think it is a difference of 
degree, as of opinion, as to whether this is good legislation. 

Mr. Guntuer. Of course. 

Senator Purrety. That is what I wanted to know. 

Senator Kennepy. You feel that this coverage could be extended 
without, as suggested by the Morse bill, causing any economic dislo- 
cation ? 

Mr. Guntuer. Yes, we do, and we believe that in the 84th Congress 
that you could increase the minimum wage, which you did. And we 
don’t believe—we didn’t think then it would cause any great economic 
dislocation. And I believe that what has happened since has indicated 
that it wouldn’t. And I think that the one area in which many of 
us are very much interested is the area of agriculture, because this 
would be new to the area of agriculture, and I think that it would 
probably be very wise to start off with the large farms. 

Now, Senator Kennedy, I grew up in Kansas, and I know quite a 
little bit about farming. I grew up on a farm. And the farm that 
employs 400 man-days in a quarter is a mighty large farm. I was 
trying to figure out the other day just how many man-days it would 





866 MINIMUM WAGE PROTECTION 


take to cut all the wheat in western Kansas, and I can’t conceive of 
very many farmers, if any, in the whole State of Kansas in the wheat 
business who would ever be covered by this law. 

So that, you are not getting down to any little farmers in this, 400 
man-days in a quarter is an awful lot of outside labor. 

Senator Purrett. How many people would that represent in the 
way of employees? 

Mr. Gunter. Well, it would depend on how many—say, you are 
picking a cabbage crop—lI can conceive of it taking care of a large 
apple orchard, because you pick over several weeks. But most of your 
field crops don’t last that long. I can’t conceive of it ever getting 
down to where a farmer that employs 10, 15, 20 people, would be 
involved. 

Senator Purretit. How many? 

Mr. Guntuer. Ten, fifteen,twenty. Andthatisabig farm. That 
is outside of his family, that doesn’t include his children. And his 
brother might be part-owner of the farm. And there may be people 
that he shares with in the local community, that is where a lot of our 
farms, particularly—I know in Kansas and Missouri we work on our 
own farms and we all go over and help the other farmer—it would 
never get to these kind of people; what it really is is a factory in the 
field. 

Senator Kennepy. Thank you, Mr. Gunther. 

The last witness will be Mr. Meiklejohn, who was with us this 
morning. 


STATEMENT OF KENNETH A. MEIKLEJOHN, INDUSTRIAL UNION 
DEPARTMENT, AFL—C1I0O—Resumed 


Mr. Merkirsoun. Senator, I don’t want to take any time—— 

Senator Kennepy. I ask unanimous consent that your prepared 
statement be placed following the testimony of Mr. Barkin this 
morning. 

(The prepared statement of Kenneth A. Meiklejohn will be found 
at the close of the testimony of Mr. Barkin, p. 819.) 

Mr. MerKiesoun. I requested that this morning. Thank you very 
much. 

I would like to correct the record in one respect, with regard to a 
question that was raised by you, I think, Mr. Chairman, as to the 
overtime rate in the retail ey in New York. I have a copy of 
the New York Retail Order, that is, the new order. It provides an 
overtime rate of $1.50 after 40 hours in the areas where the $1 mini- 
mum is in effect, and $1.35 after 45 hours in the other areas. 

I think the record should be correct on that. 

Senator Purreii. May I inquire—I was not here this morning, I 
had to be in an Interstate and Foreign Commerce Committee meet- 
ing—but I didn’t get the full import of this correction that you are 
making. 

Do I understand that New York State, No. 1, has a minimum-wage 
law which is not a dollar ¢ 

Mr. Merxiesounn. At present there is a dollar minimum wage law 
in effect in the larger communities of the State. The overtime rate in 
New York for those workers is time and a half; the minimum. 

Senator Purre.t. You mean a legal requirement ? 
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Mr. Meigkiesoun. Yes. And it is effective after 40 hours. 

I think this morning we indicated it was after 44 hours, and I 
wanted to correct the record on that. 

Senator Purreti. Now, would you enlighten me as to the $1.35 ? 

Mr. Merkirsoun. The $1.35 is the overtime rate in the areas of 
States where the minimum is now 90 cents an hour; that rate will be a 
dollar an hour on January 1, 1958. 

Senator Purrett. At which time, then, it is proposed that that over- 
time will be $1.50 also? 

Mr. Merxiresoun. I presume that would be the case. 

Senator Purrett. Does the regulation state that it should be 50 

reent, or what ? 

Mr. Merkiesoun. I understand that it is 50 percent of the minimum 
rate. 

Senator Purreti. So that it would automatically go up to $1.50; 
would it ? 

Mr. Metxirsoun. That is my understanding. 

Senator Purretn. Thank you. 

Mr. Merkiesoun. The only other thing that I would like at this 
time to add, Senator Kennedy, to the record, is the following from the 
statement which I have filed. I point out there that: Few today chal- 
lenge on its merits the declared purpose of the Fair Labor Standards 
Act, “to correct and as rapidly as practicable to eliminate” conditions 
of labor which are “detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well- 
being of workers.” 

Yet, only slightly more than 50 percent of the workers who could 
be covered by the act are now, in fact, covered by the law; for 20 
million workers who could be covered there is still no Federal protec- 
tion against “labor conditions detrimental to the minimum standard of 
living necessary for health, efficiency, and general well-being.” Why 
should this be so ? 

I emphasize this because I think it should be understood that this is 
the main basis for the legislation which is now before the Congress. 

Well, we hear it argued that the enterprises and industries that are 
now excluded from the act are engaged in local business which the 
Federal Government has no power or right to regulate, and that 
minimum wages and maximum hours in these enterprises and indus- 
tries should be regulated, if at all, only by State or local governments. 

Now, if may very well be true that there are local businesses which 
the Federal Government has no authority to regulate under the Con- 
stitution of the United States. I think that we can all agree that that 
is certainly so under the constitutional power of Congress over com- 
see which extends to the regulation of commerce among the several 

tates. 

We do not, however, need to concern ourselves with these local busi- 
nesses because, even if we wished to do so, we could not make the Fair 
Labor Standards Act apply to them. As a matter of fact, the bills 
before the subcommittee are clearly limited—and I would also include 
the proposals that the Secretary of Labor has made—are clearly lim- 
ited to apply only to enterprises and industries that are engaged in 
activities affecting commerce. . 
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Over and over again, in recent years, the courts have held that 
such enterprises and industries are proper subjects for Federal regu- 
lation under the commerce clause of the Constitution. 

The 9,451,000 employees to whom S. 1267 would extend the. pro- 
tection of the Fair Labor Standards Act are not engaged in local 
businesses which the Federal Government has no constitutional au- 
thority to regulate. A substantial proportion of these are, in fact, 
covered by the commerce language in the act—that is, they are en- 
gaged in commerce or in the production of goods for commerce—and 
would be entitled to the act’s protection if it were not for special ex- 
emptions contained in the law. 

his group includes such workers as those employed by exempt 
agricultural and agricultural processing enterprises, concerns engaged 
in the processing of fish and seafood products, shipping companies, 
small telephone exchanges, logging operations, and newspaper pub- 
lishing. 

All of these employees are, in general, engaged in commeree or in 
the production of goods for commerce, and are excluded from the 
protection of the law only because of the various exemptions that are 
written into the law. 

The remainder are employed by concerns whose activities affect com- 
merce but are not covered by the commerce language of the present 
act because they are not engaged in commerce or in the production 
of goods for commerce. 

his second group includes the great majority of retail and service 
workers who, between them, account for nearly one-half of all work- 
ers now excluded from the act. 

Among these are the employees of the giant variety, department 
stores, and grocery chains, the great hotels, and the various service 
industries providing services to mining, manufacturing, transporta- 
tion, commercial, and communications enterprises, such as laundering, 
dry cleaning and repairing clothes and fabrics, and finance, insurance, 
and real estate. They also include employees of farflung construction 
enterprises and of the great metropolitan transit systems. 

S. 1267 is carefully drawn to extend the protection of the Fair 
Labor Standards Act only to the larger retail and service enterprises. 
The act would not apply to retail or service enterprises that do not 
have more than four establishments or that do not do more than 
$500,000 worth of business annually. 

Under the language of the bill, the act’s minimum wage and over- 
time provisions clearly would not apply to small local businesses, 
such as the corner grocery or drug store, shoe repair shop, barber 
shop, cleaning and pressing establishment, or beauty parlor. Nor 
would they apply to construction enterprises or local transit systems 
unless they affect interstate commerce. 

Of course, it might be argued that if the protection of minimum 
labor standards is so desirable in interstate industry, trade and 
commerce, why do we not propose that these standards be applied in 
small, local businesses as well ¢ 

This question has been raised in these hearings. I think it is a fair 
question, but the answer to it is that the Federal Government’s power 
over wages and hours in industry, trade, and commerce is limited by 
the scope of the commerce clause of the Constitution. 
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Its power does not extend to purely local business that has no effect 
on interstate commerce. When it comes to local business, reliance 
must be placed on the States, although unfortunately—as has been 
pointed out in these hearings—only one-half of the States provide any 
protection at all for workers in nonmanufacturing industries, and 
only 8 States and 3 Territories have minimum-wage laws applying to 
both men and women workers. 

So this is not a very strong reed to rely upon, but it is all we have 
to rely upon with respect to local business. 

Furthermore, State regulation of wages and hours in these larger 
enterprises that affect interstate commerce necessarily produces un- 
even and inequitable results when concerns in some States are regu- 
lated but those in most States are not, when the minimum wage is 
comparable to the Federal minimum in 1 or 2 States but nonexistent 
or very low in all the others, and where there is effective enforcement 
in a handful of industrial States but little or none in all the rest. 

We have found, too, that in wage board proceedings in the States 
increases in the State minimums are nearly always opposed by the 
same business associations and employers who are now opposing ex- 
tension of the coverage of the Fair Labor Standards Act, often on 
the ground that a higher minimum in the particular State would be 
unfair in the light of the lower minimums in effect in neighboring 
States. 

So, when the question is asked why we would draw a line through 
some industries and apply the Fair Labor Standards Act to enter- 
prises on one side of the line but not to concerns on the other side of 
the line, we answer that the law and practical commonsense require 
such a line. 

It is because the States have not and will not do an effective job in 
prescribing fair labor standards for the employee in the industrial 

lants and business establishments within their borders that it is so 
important to extend the protection of the Federal Fair Labor Stand- 
ard Act to as many workers as can legally be brought within its 
protection. 

The only other point that I would like to make is in connection 
with the comment that Secretary Mitchell made in his testimony be- 
fore the committee on February 25, in relation to the “activity affect- 
ing commerce” definition included in S. 1267. 

He said in his statement that this was broader than any language 
ever used by the Congress in applying the commerce clause. But I 
would like to point out, first, that the proposed definition is one that 
has been before the Congress on numerous occasions before, it is one 
that—it contains the concept that has been used in nearly every act 
of Congress that has invoked the commerce power, and it would pro- 
vide an effective means of extending the coverage of the law into pre- 
cisely the areas where it is most needed. It is most needed in the 
areas which, like the retail industry, the retail and service industries, 
have thus far been excluded from the coverage of the law. 

Senator Purrett. May I ask you a question? In your statement 
you say, “of course, it might be argued that if the protection of mini- 
mum labor standards is so desirable in interstate industry, trade, and 
commerce” and so forth—you indicate there that it is not within the 
power of the Federal Government to operate in areas limited by the 
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commerce clause in the Constitution, which is, of course, subject to 
considerable stretching and has been already. Now, how do you 
square that, then, with this explanation of activities affecting com- 
merce, which include any activity in commerce necessary to commerce, 
or competing with any activity in commerce? Actually, this throws 
the gate wide open. I am not saying that I object to it, I am simply 
asking you a question, in the light of your testimony, unless you had 
the limitations imposed by the other proposed amendments of this act. 
We are talking about a definition of interstate commerce. And this 
says, “or any activity affecting commerce, or competing with any 
activity in commerce.” Can you conceive of any business that 
wouldn’t fall within that definition ? 

Mr. Merktesonn. Well, I could conceive of some business that 
wouldn’t fall within the definition. I can list certain types of activi- 
ties in which subsantial numbers of employees are employed that would 
not be covered. 

Senator Purretyi. That are not competing with each other 

Mr. MerKiEsouHN. That would not be competing in the sense in which 
you mean. 

Senator Purrett. Would you point out one or two to me, for the 
record ? 

Mr. Merkiesoun. Let me comment, generally, on this question, be- 
cause it has been raised in the hearings. First, I believe, on research- 
ing the question, that it is clear, first, that Congress could write this 
kind of a statute. 

Senator Purret.. What, sir? 

Mr. Merxiesonn. I think it is clear in the light of court decisions 
and existing statutes that Congress could write a statute along the 
lines that you have indicated. There are court cases which have 
upheld such statutes. The decisions make it very clear that the con- 
cepts of “competing with an activity in commerce” has been applied 
when such activities substantially affect interstate commerce. 

Senator Purrert. May I interrupt a moment? We are talking 
about a proposed piece of new legislation, we are not talking about that 
which is not on the statute books now. 

Mr. Merxiesonn. I don’t believe, Senator, that there is anything in 
the background of this legislation or anything in the language of this 
legislation which would indicate that this definition would go beyond 
existing court decisions which have construed statutes using the phrase 
“activities affecting commerce.” 

Senator Purreiy. The only reason that you might have for such a 
conclusion, I would judge, No. 1, is the court decisions themselves, and 
No. 2, the limitations imposed upon this by subsequent language in the 
act. 

Mr. Merkiesoun. Yes. 

Senator Purrenz. All of which could be changed ? 

Mr. Merkeisonn. There are limitations in the act in the form 
of exemptions that are much more broadly stated in this law than 
in most laws. 

Senator Purrety. Of course. I have enjoyed listening to you. Are 
you finished ? 

Mr. Merkeisoun. Yes, sir. 

Senator Purre.y. I want to thank you for being here. And I 
again want to apologize on behalf of the chairman and on behalf of 
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myself, that you were delayed so long this afternoon and had to wait 
until you could finish your testimony. And I want to thank you on 
behalf of the subcommittee. 


This subcommittee will stand in recess until Monday, March 25, 
at 10 o’clock a. m., at which time the Secretary of Labor will appear 
again. And I believe that will conclude these hearings. 


(The statement by Senator John Stennis previously referred to 
follows :) 


STATEMENT BY UNITED STATES SENATOR JOHN STENNIS 


Mr. Chairman, recently I introduced for myself and Senators Holland, Hick- 
enlooper, and Thurmond, a bill to amend the Fair Labor Standards Act with 
regard to the agricultural exemptions. Before going into the amendments which 
we are proposing, I would like to call the committee’s attention to the situation 
agriculture faces today, as compared with that in other industries. The Nation’s 
economy is generally very prosperous. Month after month personal incomes hit 
a new peak and take-home pay and buying power of factory workers continue 
to rise. In agriculture the situation is just reversed. Since 1947, farm costs 
are up 19 percent, farm prices down 15 percent, and net income for farm oper- 
ators down 32 percent. The parity ratio announced the first of March by the 
Department of Agriculture is down to 80. This means that on the average, farm 
prices have only risen 80 percent as much as farm costs since the prewar base 
period. The parity ratio has not been lower than 80 since 1941. Whereas 
the Congress increased the minimum wage 2 years ago to $1 an hour, overall 
hourly earnings in agriculture were only 70 cents in 1956. 

When the Fair Labor Standards Act was first passed, Congress, by the inclu- 

sion of exemptions for agriculture, declared that the results of that act should 
not directly affect farmers and the cost to them of selling their products. 
Of course, we all know there is a very pronounced indirect effect on farmers 
in that they have to pay for the increased wages in the things which they buy. 
But, insofar as their own farming operations are concerned, and the first process- 
ing and handling of their commodities, the cost of which they pay for directly, 
the Congress specified that the wage-and-hour law would not apply to those 
operations. 

Since the act was passed, a number of things have occurred. In the first 
place, new methods of farming, packing, and processing have come into being. 
Since these were not specifically mentioned in the law, the Labor Department 
does not exempt them. In addition, they have so narrowly construed the defini- 
tion of “area of production” of the commodity, which is the place where most 
of these exemptions apply, that it has been virtually nullified. 

The purpose of our bill, then, is to bring up-to-date the language of some of 
the agricultural exemptions and spell out clearly where they apply. I would like 
to discuss briefly the four parts of this bill and what they seek to accomplish. 

The first part would redefine the term “agriculture.” As presently defined, 
“agriculture” includes any practices performed by a farmer or on a farm as 
incident to or in conjunction with farming operations, including preparation 
for market, ete. In the past few years, it has become somewhat common to 
pack many vegetables in the field and haul them to a plant for precooling prior 
to shipment. Previously these vegetables were packed and cooled at the pack- 
ing shed. The present method is a great improvement, is more efficient, and 
reduces costs. Even though crating and packing of vegetables in the field is 
clearly preparation for market on a farm, the Labor Department has stated 
that such processes do not fall. within the definition of “agriculture” under 
certain conditions. So it is proposed to broaden the language to make it clear 
that the farmer can pack, store, clean, dress, and otherwise prepare his product 
for market and have it considered within the definition of agriculture. He can 
also hire the job done for him on his farm and have it considered as agri- 
culture. 

The second change would place in the statute a definition of “area of produc- 
tion” of an agricultural commodity. Exemptions are provided by present law 
for the first processing and handling of agricultural commodities in the area 
where they are produced. Such things as ginning cotton, pasteurizing milk, mak- 
ing butter, dressing chickens and the like are to be exempt in the area where 
produced. Congress did not define the area, but left the definition up to the 
Department of Labor. Their definition has virtually nullified the exemption 
intended by Congress. 
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Let me illustrate how the Department of Labor has done this. A creamery 
in a rural county in Mississippi where there are a large number of commercial 
dairy herds is not considered as being in the area where milk is produced if it 
is within 1 mile of a village having a population of over 2,500, or within 3 miles 
of a city of 50,000. The Secretary of Labor’s rule also says that it is not with- 
in the area if it is within 5 miles of a city having a population of half a mil- 
lion, but that rule is not in effect in Mississippi since we do not have any cities 
that large. It makes absolutely no sense to say that a creamery located within 
a mile of a village having a population of over 2,500 is not in the area where milk 
is produced. If milk were not being produced in that area, the creamery would 
not have been located there in the first place. But under the Secretary’s defini- 
tion, it is not considered as being located in the area where milk is produced, 
If another creamery were located 8 miles from the nearest village or town it 
would have passed the population test, but if more than 5 percent of the milk 
it received in any month is transported more than 20 miles from the farm where 
produced, it is then not considered as being in the area of production of milk, 
The other 95 percent of the milk it processes may come from farms located with- 
in a mile or two, or even across the road. That would make no difference, ac- 
cording to the Secretary of Labor, whose definition would rule that creamery 
out of the area of milk production. 

In the case of a cotton gin located in one of the largest cotton-growing counties 
in the world, it is not considered in the area where cotton is produced if it is 
within a mile of a village having over 2,500 people, or if as much as 5 nercent of 
the cotton going to that gin is hauled over 10 miles. An illustration as to how 
this completely nullifies the intent of Congress is the case of the cotton ware- 
houses. These must be located in the cotton-growing area as farmers haul their 
eotton to the warehouses for weighing, sampling, etc., which is necessary before 
the cotton can be sold. Yet, more than 90 percent of the cotton crop is handled 
by warehouses right in the Cotton Belt, but which are not considered by the 
Labor Department to be in the area where cotton is produced. 

Under my amendment, I would simply say that the “area of production” of 
any agricultural commodity includes all of the county in which the commodity 
is produced in commercial quantities. One exception to this would be that it 
would not include the corporate limits of a city having more than 250,000 peuple. 
Actually, that exception is not needed, because in the larger cities competition 
would dictate that wages be paid at least equal to or in excess of the minimum 
provided by law. I would ask the committee to keep in mind that these processes, 
such as ginning, are paid directly by the farmer. 

The third part of my bill rewords and clarifies the term “first processing.” In 
the vegetable illustrations I used earlier, I pointed out that farmerrs now field 
pack many of their vegetables. That is considered first processing, but the cool- 
ing operation at the packing shed is considered beyond the stage of first process- 
ing and is not exempt. Both the cooling and packing used to be exempt when it 
was all done in one operation at the shed. Now the cooling is not exempt and 
the packing is not considered farming and therefore isn’t exempt unless done by 
the farmer. If a creamery operation is broken down so that a part of it was 
performed in more than one building, the processes performed in the second 
building would not be considered as first processing. For example, if the milk 
were cooled in one building and then piped into another building for making 
dairy products such as butter, only the cooling which is performed in the first 
building would be considered first processing. Here, again, the Labor Depart- 
ment has strained virtually to the breaking point the intent of Congress in 
order to eliminate as many of the exemptions as possible. 

The fourth change applies to the processes which are exempt within the area 
of production. When the present law was enacted, freezing was not a common 
practice. Canning was exempt and freezing was not. Since freezing was not 
specifically mentioned, the Labor Department does not consider that an exempted 
process. They consider only those processes exempt which are specifically 
mentioned. The amendment to this provision which is included in S. 1418 would 
make it clear that all processes performed to prepare an agricultural commodity 
for market, or the necessary handling of such product in getting it ready for 
market, or marketing it, would be exempt. Some of the more important of these 
processes are mentioned specifically. Another change which this would make 
would be to exempt those employees, such as a night watchman, who would not 
engage directly in the handling or processing function, but were necessary to the 
operation of the plant. 
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Mr. Chairman, even though farmers are exempt from the provisions of the 
act, they are nevertheless directly and seriously affected by it. The increased 
cost of handling and preparing agricultural commodities is paid by the farmer 
either directly or indirectly through higher wages. The farmer must pay his 
hired workers more in order to compete for labor with covered industries, and 
he has to pay more for the things he buys, things which have been manufactured 
by industries covered by this act. 

Unlike manufacturers and other business enterprises, Mr. Chairman, the 
farmer cannot pass on increased costs and, even if he could, it would cost him 
markets. An example of this is the competition between industry’s rayon and 
agriculture’s cotton. United States mills pay 4 to 8 cents less per pound for 
staple fiber rayon than fur cotton, on a waste-free, ready-to-spin basis. A rise 
in price resulting from minimum wage cost would create additional hardships 
and inequities. 

I urge this committee to consider this proposed legislation in the true spirit and 
original intent of Congress and favorably report S. 1418. 


SUPPLEMENTAL STATEMENT BY UNITED STATES SENATOR JOHN STENNIS 


Mr. Chairman, in an earlier statement before the committee, I pointed out 
the pressing conditions farmers face at this time and have urged favorable 
eonsideration of my bill, S. 1418, to provide a more realistic definition of the 
term “area of production” employed in the Fair Labor Standards Act. At this 
time, I would express my concern over the proposed repeal of the 12-man exemp- 
tion now provided in section 13 (a) (15) relating to the employees in the forest 
industry generally. This exemption, added in 1949, has proven to be a sound 
and necessary provision for the economic ‘survival of many of our timberland 
owners and small timber operators whose operations come within the scope of the 
12-man exemption. 

I am in full accord with the principle that workers should be paid good wages, 
as determined in the bargaining process and as limited by the competitive factors 
for labor and for jobs which determine the level of compensation. But in this 
fledgling forest industry, and particularly in the pulpwood industry in my State, 
I feel that the effect of the repeal of such an exemption as now exists in the 
quoted section would be to transfer income from agricultural workers to other 
groups. The farmer must pay the increased cost, and in many small marginal 
operations, this will mean the difference between survival and closing down. 

Additional unemployment could easily be the problem created by removal of 
this exemption. Congress has long recognized that farmers, including forest 
farmers, cannot pass on to the consumers increases in wages or other higher 
costs. These costs must be absorbed by the farmer, and the result of the 
constant increase in these costs with no balancing increment in income is the 
basic cause for the farm income problem which this Nation faces today. 

Many farmers in Mississippi, and elsewhere, faced with a decrease in the 
allowable acreage for preduction of basie crops have turned to development 
of timber stands as a means of supplementing their diminishing annual income. 
This industry is making tremendous progress, and if our supply of timber and 
pulpwood is to meet the projected demand of American industry over the 
years, every encouragement should be given to the small farmer’s interest and 
activity in this field. 

Spectacular changes have come about in my State in pulpwood production. 
In 1936 less than 300 standard cords of pulpwood were harvested in the whole 
State, but it rose steadily through the next 20 years so that in 1955 1,908,000 
cords were harvested. Most of this production is coming from our small, inde- 
pendent landowners. 

In Mississippi 98 percent of the total owners of timber have less than 500 
acres each, and in the 5 Southeastern States, Georgia, Alabama, Mississippi, Ten- 
hessee, and Florida, 79 percent of the owners have less than 100 acres each. 
This new industry is still in the critical stage because trees are a long-term 
crop, and if the expected goals are to be reached, simail timber operators must 
be encouraged—not destroyed by Federal legislation. 

It is my sincere wish that your committee will consider the effect of possible 
tnemployment which must be faced if the proposed repeal of the exemption 
is effected. 
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I hope that there will also be considered the onerous effect of the meticulous 
recordkeeping necessary to comply with this law. Small timber operations are 
not adaptable to the type of reporting required by the Fair Labor Standards 
Act, since certain operations involving, for example, surveying, cruising, felling 
timber, preparing or transporting logs, are customarily done on a piece-rate 
basis without supervision. Further, the work sites are not permanent and may 
change daily. When trees in one site have been selected and cut, the operator 
must move to another tract—in many cases, many miles away. Temporary 
employees fill the need for additional manpower, and these are often recruited 
locally for a few days’ work. Merely establishing records to check and keep 
time on such employees would require the additional help of a bookkeeper for 
many timber operators. The addition of this single worker to the small oper- 
ator’s payroll might mean the difference between going out of business or con- 
tinuing to develop the South’s forestry industry. 

I cannot imagine a more difficult industry to be effectively surveyed by the 
Wage and Hour Administrator. The committee should consider the difficulty of 
ascertaining compliance with the law with the hundreds of small timber oper- 
ators seattered over the vast region of the southeastern United States. The 
tracts are scattered, and for this reason, it appears that the people we are con- 
cerned with today are involved in an industry which does not lend itself to 
centralization, nor to centralized Federal control. 

They are suffering under a tremendous burden because of Federal rules, 
regulations, taxes, and reports at the present time. I feel it would be ex- 
tremely unwise and detrimental to the industry and the future growth ‘of: our 
forest resources to repeal this minimum of protection and immunity from 
harassment now extended our small-business men. 


(Whereupon, at 5:10 p. m. the subcommittee adjourned to recon- 
vene at 10 a. m., Monday, March 25, 1957.) 
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Untrep States SENATE, 
SUBCOMMITTEE ON Lagor, OF THE 
ComMiITTEE ON Lazor AND Pustic WELFARE, 
Washington, D. C, 

The subcommittee met, pursuant to recess, at 10:05 a. m., in the 
Old Supreme Court Chamber, United States Capitol, Senator John 
F. Kennedy, chairman of the subcommittee, presiding. 

Present: Senators Kennedy (presiding), McNamara, Morse, and 
Allott, members of the subcommittee; Senators Hill and Smith of 
New Jersey, respectively chairman and ranking minority member of 
the committee. 

Also present: Stewart E. McClure, chief clerk; Roy E. James, as- 
sistant chief clerk; John S. Forsythe, General Counsel; Michael J. 
Bernstein, staff member; and Joseph M. Stone, special counsel to the 
Subcommittee on Labor. 

Senator Kennepy. The hearing will be in order. 

Mr. Secretary, I appreciate your coming back. When you first tes- 
tified, because of a problem of the subcommittee, and also because you 
were dealing with the White House, we desisted around 11:30, and 
you were kind enough to state at that time that you were willing to 
come back in case any of the members wanted to question you about 
your testimony. 

We appreciate your coming back. This is the last of the hearings 
on extending the coverage of the minimum-wage law, and therefore 
it is appropriate that as you started them you should conclude them. 

Before getting into the question of coverage, do you have a state- 
ment you would like to make on this question of overseas bases, 
Guam, Panama, and so on? We have a letter from the Secretary of 
State in regard to that question, and I would like it to be placed 
in the record. 

(The letter referred to follows:) 

DEPARTMENT OF STATE, 


Washington, D. C., March 22, 1957. 
Hon. Lister H11, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate. 
Deak SENATOR Hitt: There is attached a statement giving the Department’s 
views on S. 1505, to amend the Fair Labor Standards Act of 1938, as amended, 


to restrict its application in certain overseas areas, and for other purposes, as 
requested in your letter of March 14, 1957. 
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In view of the committee’s request for an immediate reply, this statement 
has not been cleared with the Bureau of the Budget, to which copies are being 
sent. 

Sincerely yours, 
Rosert C. Hi, 
Assistant Secretary 
(For the Secretary of State), 


STATEMENT BY THE DEPARTMENT OF STATE ON S. 1505 


The Department of State has carefully reviewed S. 1505 to amend the Fair 
Labor Standards Act of 1938, as amended, in the light of its foreign policy im- 
plications. This bill would exclude United States leased base areas in foreign 
countries from coverage under the act and would provide for the establishment 
of a minimum wage on Guam, Wake and in the Canal Zone by the Secretary 
of Labor upon the recommendations of an industry committee appointed by 
him. The bill also provides that no employer shall be subject to any liability 
under the Fair Labor Standards Act for work performed in foreign countries 
or in areas under the jurisdiction of the United States other than those named 
in the act. 

The provisions of the bill which would exclude from coverage under the act 
any employee whose services during the workweek are performed in a work- 
place within a foreign country adequately meets the foreign policy problems 
arising in connection with the application of the act to leased base areas in 
foreign countries. It has been the judgment of the Department that application 
of the act to such areas would require the application of standards considerably 
in excess of standards generally prevailing for indigenous labor in those coun- 
tries. Moreover, delicate problems in international relations are involved. The 
decision of the United States Supreme Court in the case of Vermilya-Brown 
Co. v. Connell (1948, 335 U. S. 377) is a case in point. This case involved an 
action by certain employees of American contractors engaged in the construc- 
tion of a military base for the United States in an area in Bermuda leased by 
Great Britain to the United States, to recover for overtime pay under the act, 
In its decision, the United States Supreme Court held that the leased base 
area was a “possession” of the United States within the meaning of the Fair 
Labor Standards Act. The principle that a United States leased base area in a 
foreign country is considered by the United States to be its “possession,” even if 
only for purposes of the Fair Labor Standards Act, tends to raise difficult 
questions of sovereignty and offends the political sensitivities of the foreign 
governments concerned. It may be noted that following the United States 
Supreme Court ruling in the Vermilya-Brown case, the British Government 
expressed its concern to the United States Government over the potential effect 
of the decision on the local economy as well as the political implications in- 
volved. 

Support of the proposal with respect to the exclusion of foreign areas from 
coverage under the act should not, however, be interpreted to signify in- 
difference by this Department to the application of wage and other labor stand- 
ards applied by the United States in the employment of indigenous personnel in 
foreign countries. The Department assumes in this connection that the proposed 
amendment would not itself result in wage reductions or impairment of other 
conditions of employment now in effect in those defense base areas. As a gen- 
eral rule the Department believes that United States foreign interests would, 
on balance, best be served by the establishment of wage and other standards of 
employment equivalent at least to the best of the local employment practices 
prevailing in the foreign area concerned. 

The question of whether the Fair Labor Standards Act should apply and in 
what form in a United States Territory or possession, such as Guam and Wake, 
is essentially one of domestic policy. The interest of the Department of State 
in this question relates to the foreign policy implications involved. From this 
standpoint, the Department would wish to assure that the act, if applied, would 
be applied on a uniform basis to all employees in covered employment without 
regard to nationality or race. Based upon the information developed by the 
Departments of Defense and Labor, the Department of State is of the opinion 
that passage of section (1) of the bill, insofar as it applies to Guam and 
Wake, will be seriously prejudicial to our relationships with the Government 
of the Philippines. This latter Government has stated that it considers this 
proposal as discriminatory in intent as regards their nationals working on these 
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islands. From the foreign policy point of view the Department of State is of 
the opinion that the law should be enforced there on a ciearly nondiscrimina- 
tory basis and we are not convinced that the assumptions underlying the proposal 
of section (1) of the bill would adequately satisfy our foreign policy require- 
ments in this matter. We therefore are opposed to the enactment of section (1). 

In regard to the Canal Zone, in consideration of the unique status of this area, 
the very small number of persons who would be directly affected by the act 
and the absence of any sizable industrial enterprises in the Canal Zone, the 
Department believes that the establishment of industrial committees to recom- 
mend minimum wage standards in the Canal Zone would not be appropriate. 
However, determination of an appropriate minimum wage by the Secretary of 
Labor on an area basis for the entire Canal Zone, after consultation with inter- 
ested parties, including United States Government agencies operating in the 
Canal Zone, would be desirable. In this connection, careful consideration will 
have to be given to the best possible method of dealing with possible suits for 
recovery Of alleged nonpayment of wages. The Panamanian Government has 
thus far expressed no opinion regarding this proposed legislation. 

The Department of State supports the purpose of section (3) of the pro- 
posed bill relating to the liability or punishment of employers under the Fair 
Labor Standards Act of 1938, as amended, or the Portal to Portal Act of 1947. 
While recognizing the possibility of some dissatisfaction from some foreign 
sources in regard to this feature of the bill, the Department is of the opinion 
that on balance this is preferable to long-drawn-out and frustrating litigation 
involving foreign nationals which can plague our relationships with friendly 
nations for years to come. It should be added that this position is not taken 
without consideration of what, for lack of a better word, might be called ‘‘jus- 
tice” for all concerned. Aside from the strictly legal rights in this matter, 
whatever they may be, the Department is of the opinion that wages paid in the 
past to foreign workers on Guam, which have been set in accordance with an 
international agreement, have exceeded by a wire margin those they would 
have received in similar employment in their native country. 

In conclusion the Department of State most earnestly urges upon the com- 
mittee the importance of congressional action upen these matters at the earliest 
possible moment. As the committee is undoubtedly aware, the Republic of the 
Philippines has requested the renegotiation of the Labor Agreement of 1947, 
secured by an exchange of notes between the United States and the Philippines 
in 1947. This Government has agreed that such renegotiations shall commence 
at a very early date. The difficulties, indeed almost the impossibility, of the 
executive branch of the Government renegotiating this agreement as long as 
the intent of Congress with regard to the nature or the area of the coverage 
of the Fair Labor Standards Act is uncertain, should be obvious to all con- 
cerned. Continued delay in this renegotiation is seriously detrimental to cor- 
dial relationships with the Government of the Philippines. We, therefore, earn- 
estly request early action on this bill along the lines recommended above 


Senator Kennepy. I would be glad to hear from you on the matter. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR; 
ACCOMPANIED BY NEWELL BROWN, ADMINISTRATOR, WAGE 
AND HOUR AND PUBLIC CONTRACTS DIVISIONS; AND HARRY S. 
KANTOR, ASSISTANT ADMINISTRATOR 


Secretary Mircnetu. I have a letter which I would like placed in 
the record, also. 

Senator Kennepy. Without objection it may be placed in the record. 

Secretary Mircuett. And I would like to read parts of it. This 
letter, and what I am going to say, represents the administration’s 
position in relation to overseas bases, the application of the Fair 
Labor Standards Act thereto, and it comments specifically on S. 150): 

As indicated in the letter from the Bureau of the Budget inserted in the Con- 
gressional Record of March 8, 1957, the Department of Labor and other agencies 
are opposed te certain provisions in this bill. The letter also pointed out that 
in view of the fact that all agencies concerned believe that foreign bases should 
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be excluded from the application of the act, the Bureau of the Budget had no 
objection to the presentation of the proposal in its present form as a basis for 
consideration by Congress of the issues. 


I am aware of the fact that the Defense Department testified that 
recently on this bill. And on Saturday last, in my office, there was 
a meeting of the Defense Department, the State Department, and 
the Labor Department. And what I am about to present is the coor- 
dinated opinion of all three agencies. 


We have serious doubts regarding these provisions of the bill dealing with 
Guam, Wake Island, and the Canal Zone. The United States has a special 
responsibility in these areas which should not be overlooked and, as a matter 
of common justice as well as of principle, employees working there are entitled 
to the benefits of the act to the most practicable extent. 

Recent surveys made by the Department of Labor with respect to Guam and 
Wake Island raise serious questions as to the necessity or advisability of any 
legislation which would permit the payment of less than $1 an hour in covered 
employment, except as provided in section 14— 


which is the learner section— 


of the act. There are strong indications that an industry committee, such as 
provided in 8. 1505, would have no alternative but to recommend the rate of 
$1 an hour in Guam. Similar considerations apply in Wake Island. 

On the other hand, information available to the Department of Labor indicates 
that the average wage for private employment in the Canal Zone is considerably 
below $1 an hour and enforcement of the $1 rate might have an adverse effect 
on the local economy. Therefore, I would have no objection to special procedures 
for adjusting the labor standards of the act to meet the special problems involved 
in their application to the Canal Zone. 

We would be opposed, however, to the adoption of the Puerto Rican industry 
committee procedure for setting minimum wage rates in the Canal Zone. The 
Canal Zone does not have the industrial development of the kind found in 
Puerto Rico and there is no competition with the continental United States, as 
in the case of Puerto Rico. The procedures required to be followed in arriving 
at each industry minimum and reviewing it annually are extremely cumber- 
some for the Canal Zone and would involve an administrative expense dispro- 
portionate to the number of employees affected by each committee’s recommenda- 
tion. We recommend thai the bill establish a hearings procedure for the Canal 
Zone along the lines of thet which would have been provided for Guam, American 
Samoa, and Wake Island in section 2 of 8. 2404 (84th Cong.). This procedure 
would authorize the Secretary of Labor, after a public hearing, to determine 
the appropriate minimum wage rate. In making this determination, the Secre- 
tary would take inio account, among other things, the level of the economy of 
the area, its capacity to sustain the rate without substantially curtailing em- 
ployment, and its reiationship to wages paid in neighboring economies on which 
the area draws for its labor supply. 

In connection with industry committee procedures, where appropriate, we are 
opposed to a provision such as the one in the proposed legislation requiring 
the Secretary of Labor, in reviewing an industry committee recommendation, 
to hold a hearing which would be in addition to that held by the committee. 
This procedure would be similar to that which existed prior to the 1955 
amendments to the act in Puerto Rico and the Virgin Islands. One of the 
primary purposes of the 1955 amendments, as indicated by Senate Report 
498 (84th Cong.), was to eliminate the requirement of a second hearing. I 
favor review of industry committee recommendations as provided in 8S. 1018, 
which is presently before the Senate Labor Committee for its consideration 
and which is a part of the legislative program of the Department. It would 
authorize the Secretary of Labor to review these recommendations but would 
not require him to hold a second hearing. However, as noted above, I consider 
the industry committee procedures inappropriate for Guam, Wake Island, and 
the Canal Zone. 

I also have a serious question as to whether it is advisable or necessary to 
exempt Guam, Wake Island, and the Canal Zone from the child-labor provisions 
of the act. I see no need or justification for this exemption. As you know, 
Congress, in enacting the American Samoa Amendments of 1956, did not pro- 
vide an exemption from the child-labor provisions for Samoa. 
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The proposal in S. 1505 to amend section 16 (d) of the act would give to 
employers, with respect to work performed in the overseas bases, the Canal Zone, 
Guam, and Wake Island, the same kind of retrospective relief from liability that 
was provided in 1956 by the American Samoa amendments to the act. Before 
section 16 (d) in its present form was favorably reported by the Committee on 
Labor and Public Welfare and passed by the Congress, the committee had the 
opportunity to consider the reports of this Department on the proposed legis- 
lation in which I indicated that I favored a less broad provision along the lines 
of the good-faith approach taken in section 11 of the Portal-to-Portal Act, which 
would have left retrospective relief to the sound discretion of the court. I 
advised your committee at that time of my belief that such a provision would 
achieve a fair balance of the equities of employees, employers, and the Govern- 
ment. However, in view of the enactment of section 16 (d) with respect to 
American Samoa and the special considerations advanced by other departments 
having responsibilities with respect to the areas dealt with in 8S. 1505, I would 
not now object to a provision along the lines proposed by the bill for these other 
areas. It would, however, be necessary to make some technical amendments to 
the language proposed for section 16 (d) in order to bring it in line with other 
recommendations made in this report. 

I am enclosing suggested language suitable for use in amending S. 1505 to 
carry out my recommendations. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 


Now that, Mr. Chairman, is the administration position and the 
position of the three interested Departments—Defense, State, and 
Labor—on 8. 1505. 

Senator Kennepy. Thank you. As I understand it, while you want 
the minimum wage to apply to Philippine Nationals in Guam, you 
do net object to a provision being written in which will prevent 
retroactive payments ¢ 

Secretary Mrrcnety. That is right. 

Senator Kennepy. I understand Mr. Dechert, counsel for the De- 
partment of Defense, is here and you are speaking for him. 

Mr. Decurrr. Yes. He is speaking for me. 

Senator Kennepy. Thank you very much. 

Secretary Mircue.y. This letter, Mr. Chairman, is addressed to the 
Chairman of the Labor Committee. May I put it in the record ? 

Senator Kennepy. Yes: without objection, it may be done. 

(The letter referred to follows :) 


DEPARTMENT OF LABOR. 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 25, 1957. 
Hon. Lister HIL1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear SENATOR HILL: This is in further response to your request for my com- 
ments on §S. 1505, a bill to amend the Fair Labor Standards Act of 1938, as 
amended, to restrict its application in certain overseas areas, and for other 
purposes. 

8. 1505 would restrict the geographical coverage of the act by exempting from 
its minimum wage, overtime, recordkeeping and child-labor provisions, employees 
employed in a workplace within a foreign country or within territory under the 
jurisdiction of the United States, other than the following: A State of the United 
States, the District of Columbia, Alaska, Hawaii, Puerto Rico, the Virgin Islands, 
the outer Continental Shelf lands, American Samoa, Guam, the Canal Zone and 
Wake Island. 

The bill would provide procedures for adjusting minimum wage, overtime and 
child labor standards in Guam, the Canal Zone, and Wake Island by adopting 
the special industry committee procedures now used for establishing minimum 
wage rates in Puerto Rico and the Virgin Islands. In addition, the findings and 
recommendations of each industry committee appointed to determine wage rates 
for Guam, the Canal Zone, and Wake Island would be subject to review and 
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approval by the Secretary of Labor, after due notice to interested persons and 
giving them an opportunity to be heard. 

As indicated in the letter from the Bureau of the Budget inserted in the Con- 
gressional Record of March 8, 1957, the Department of Labor and other agencies 
are opposed to certain provisions in this bill. The letter also pointed out that, 
in view of the fact that all agencies concerned believe that foreign bases should 
be excluded from the application of the act, the Bureau of the Budget had no 
objection to the presentation of the proposal in its present form as a basis for eon- 
sideration by Congress of the issues. 

I have serious doubts regarding those provisions of the bill dealing with Guam, 
Wake Island, and the Canal Zone. The United States has a special responsi- 
bility in these areas which should not be overlooked and, as a matter of com- 
mon justice as well as of principle, employees working there are entitled to the 
benefits of the act to the most practicable extent. 

Recent surveys made by the Department of Labor with respect to Guam and 
Wake Island raise serious questions as to the necessity or advisability of any 
legislation which would permit the payment of less than $1 an hour in covered 
employment, except as provided in section 14 of the act. There are strong indi- 
eations that an industry committee, such as provided in S. 1505, would have no 
alternative but to recommend the rate of $1 an hour in Guam. Similar consider- 
ations apply in Wake Island. 

On the other hand, information available to the Department of Labor indi- 
cates that the average wage for private employment in the Canal Zone is consid- 
erably below $1 an hour and enforcement of the $1 rate might have an adverse 
effect on the local economy. Therefore, I would have no objection to special 
procedures for adjusting the labor standards of the act to meet the special 
problems involved in their application to the Canal Zone. 

I would be opposed, however, to the adoption of the Puerto Rican industry 
committee procedure for setting minimum wage rates in the Canal Zone. The 
Canal Zone does not have the industrial development of the kind found in Puerto 
Rieo and there is no competition with the continental United States as in the 
case of Puerto Rico. The procedures required to be followed in arriving at each 
industry minimum and reviewing it annually are extremely cumbersome for the 
Canal Zone and would involve an administrative expense disproportionate to 
the number of employees affected by each committee’s recommendation. I ree- 
ommend that the bill establish a hearings procedure for the Canal Zone along 
the lines of that which would have been provided for Guam, American Samoa and 
Wake Island in section 2 of S. 2404 (84th Congress). This procedure would 
authorize the Secretary of Labor, after a public hearing, to determine the appro- 
priate minimum wage rate. In making this determination, the Secretary would 
take into account, among other things, the level of the economy of the area, its 
capacity to sustain the rate without substantially curtailing employment and 
its relationship to wages paid in neighboring economies on which the area draws 
for its labor supply. 

In connection with industry committee procedures, where appropriate, I am 
opposed to a provision such as the one in the proposed legislation requiring the 
Secretary of Labor, in reviewing an industry committee recommendation, to 
hold a hearing which would be in addition to that held by the committee. This 
procedure would be similar to that which existed prior to the 1955 amendments 
to the act in Puerto Rico and the Virgin Islands. One of the primary purposes 
of the 1955 amendments, as indicated by Senate Report 498 (84th Cong.), was 
to eliminate the requirement of a second hearing. I favor review of industry 
committee recommendations as provided in S. 1018, which is presently before 
the Senate Labor Committee for its consideration and which is a part of the 
legislative program of the Department. It would authorize the Secretary of 
Labor to review these recommendations but would not require him to hold a 
second hearing. However, as noted above, I consider the industry committee 
procedures inappropriate for Guam, Wake Island, and the Canal Zone. 

IT also have a serious question as to whether it is advisable or necessary to 
exempt Guam, Wake Island, and the Canal Zone from the child-labor provisions 
of the act. I see no need or justification for this exemption. As you know, 
Congress, in enacting the American Samoa amendments of 1956, did not provide 
an exemption from the child labor provisions for Samoa. 

The proposal in 8S. 1505 to amend section 16 (d) of the act would give to 
employers, with respect to work performed in the overseas bases, the Canal 
Zone, Guam, and Wake Island, the same kind of retrospective relief from 
liability that was provided in 1956 by the American Samoa amendments to the 
act. Before section 16 (d) in its present form was favorably reported by the 
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Committee on Labor and Public Welfare and passed by the Congress, the com- 
mittee had the opportunity to consider the reports of this Department on the 
proposed legislation in which I indicated that I favored a less broad provision 
along the lines of the good-faith approach taken in section 11 of the Portal-to- 
Portal Act, which would have left retrospective relief to the sound discretion 
of the court. I advised your committee at that time of my belief that such a 
provision would achieve a fair balance of the equities of employees, employers, 
and the Government. However, in view of the enactment of section 16 (d) 
with respect to American Samoa and the special considerations advanced by 
other Departments having responsibilities with respect to the areas dealt with 
in 8. 1505, I would not now object to a provision along the lines proposed by 
the bill for these other areas. It would, however, be necessary to make some 
technical amendments to the language proposed for section 16 (d) in order to 
bring it in line with other recommendations made in this report. 

I am enclosing suggested language suitable for use in amending S. 1505 to 
earry out my recommendations. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES T. MITCHELL, Secretary of Labor. 


SUGGESTED LANGUAGE FOR AMENDMENT OF 8. 1505 


On page 1, line 9, strike the entire paragraph (4) and insert the following: 

“(4) if such employee is employed in the Canal Zone, not less than the ap- 
plicable rate established by the Secretary of Labor as herein provided. The 
provisions of paragraph (1) of this subsection shall not apply to any such 
employee but the Secretary of Labor shall from time to time determine and 
promulgate, following a public hearing on the matter, the minimum wage rates 
which he shall find appropriate for such geographical area or particular work 
therein in conformity with the policy of this act. In making such a determina- 
tion, the Secretary shall take into account the level of the economy of the 
area and its capacity to sustain the rate without causing substantial curtail- 
ment of employment, substantial hardship to business enterprise, substantial 
detriment to the public interest of the United States, or other disruptive effects ; 
and he shall also take into account the reasonable relationship of such rate to 
wage rates paid in neighboring economies on which such area draws substan- 
tially for its labor supply. The minimum wage rate thus established by the 
Secretary shall not exceed the rate prescribed in paragraph (1) of this sub- 
section.” 

On page 3, lines 14 and 15, strike that portion of subsection (f) which pre- 
cedes the word “with” on line 15; lines 17, 18, and 19, strike the words “except 
with respect to employees for whom such rates are in effect; and with respect 
to such employees”; and line 22, strike the words “or section 12.” 

On page 4, line 18, insert the works “acts” and “with”, the parenthetical 
number “(1)” and, between words “work” and “performed,” the words “here- 
tofore or hereafter.” 

On.page 4, line 20, strike the word “or” and insert in lieu thereof the fol- 
lowing: “(2) with respect to work performed in Guam or Wake Island before 
the effective date of this amendment of subsection (d), or (3).” 

On page 5, after line 3, add: 

“Speco. 2. The amendments made by this act shall take effect upon the expira- 
tion of 90 days from the date of its enactment.” 


Senator Kennepy. The statement of Louis 8. Damiani, legislative 
representative, the Central Labor Union and Metal Trades Council, 
ALF-CIO, of the Panama Canal Zone, will be placed in the record at 
this point. 

(The statement referred to follows :) 


STATEMENT oF Lovurts S. DAMIANI, LEGISLATIVE REPRESENTATIVE, THE CENTRAL 
LaBpork UNION AND METAL TRADES CounctL, AFL-CIO, of THE PANAMA CANAL 
ZONE 


Mr. Chairman and members of the committee, my name is Louis 8. Damiani. 
I am legislative representative of the Canal Zone Central Labor Union and 
Metal Trades Council. I am an employee of the Panama Canal Company and 
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have lived on the Canal Zone for almost 15 years. At present I am on leave 
from the Panama Canal Company. 

The organizations which I represent are the central bodies of 23 unions, all 
of whom are affiliated with the American Federation of Labor and Congress of 
Industiral Organizations. The membership of these unions are the United 
States citizens employed by the United States Government to operate, maintain, 
and protect the Panama Canal. 

In determining whether to exclude overseas bases in foreign countries from 
any possible application of the Fair Labor Standards Act, the committee is asked 
where the Panama Canal is concerned to give consideration to four points: 

(1) The Republic of Panama is not, as some would lead you to believe, a 
primitive, stagnant country. The nation and its people are very progressive 
and democratic. 

(2) The Fair Labor Standards Act has been applicable in the Panama Canal 
Zone for the past 18 years. To exclude the Canal Zone at this late date would 
not promote nor foster our relationship with the Republic of Panama. 

(3) To exclude the Canal Zone on the basis of the lack of skill and the non- 
productivity of the indigenous employees is in direct conflict with the opinions 
of our State Department, and the Government of the Republic of Panama. A 
treaty (1955) has been ratified, and under item No. 1 of the Memorandum of 
Understandings Reached, it states: 

“The basic wage for any given grade level will be the same for any employee 
eligible for appointment to the position without regard to whether he is a citizen 
of the United States or the Republic of Panama.” 

(4) We are aware that the Panama Canal is still a vital enterprise to world 
trade. As a strategic defense enterprise it has upon more than one occasion 
justified its worth to our country. We fail to realize that the Panama Canal 
Zone is instrumenting good will and is a model site for continuing to uphold 
our prestige among the nations of the world. 

For almost a half century the Panama Canal has been a showplace to the 
world. Aside from the marvel of its engineering ingenuity, it has extended 
to travelers from all parts of the globe the opportunity to see and behold the 
standard of the living and working conditions of the citizens and alien em- 
ployees of our great country. 

Over seven thousand ships transit the canal each year. Passengers and 
crew members of the vessels that dock at the Atlantic or Pacific terminals may 
be seen daily, talking and questioning the employees of the waterway and the 
Panamanian on the street. This committee, has the authority within its prov- 
ince to maintain, at no monetary expense to our Government, many thousands 
of good-will ambassadors, who, though aliens, can and do sing our praise to 
these untold number of travelers and citizens of other nations. 

It is not the United States nor the Panamanian citizen employed by our Gov- 
ernment we are concerned with at this time, but those Panamanian citizens 
who are employed by the general contractors or subcontractors. The contrac- 
tor or the subcontractor, as the case may be, who enter into the Canal Zone to 
perform work should meet all the requirements of the Fair Labor Standards 
Act. 

May J} remind the committee that the Panama Canal Company, is a wholly 
owred Government corporation and is excluded from the Fair Labor Standards 
Act. 

At this time we take no position regarding the minimum wage in foreign 
overseas areas. We do, however, favor its application in certain Territories 
and possessions, particularly where we maintain permanent installations such 
as the Panama Canal. 

The committee may be pondering why the American citizens on the zone are 
so interested in the minimum wage for the Canal Zone. We have two reasons: 
Perhaps one is a selfish one; the other we believe is an unselfish reason. 

The exclusion of the Fair Labor Standards Act on the Canal Zone will have 
an adverse effect upon the United States citizen employee. 

Almost a year ago this very day, a member of the House subcommittee on 
Education and Labor, during the course of minimum wage hearings on the 
Canal Zone, counseled an employee committee with this sentence: 

“Any time a group of people wants to accomplish something in the field of 
raising social status, there should be participation.” 

I am here participating, Mr. Chairman, as organized labor is interested in 
raising the social status of humans everywhere. 
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It is generally agreed that relatively few Panamanian citizens benefit by the 
present coverage of the minimum wage. The continued application of the $1 
minimum can hardly he construed, therefore, as disrupting the economy of a 
nation of some 800,000 inhabitants. 

I have been approached on one occasion by a Panamanian national who 
asked: “What kind of a country do you come from? For 18 years you have 
given us a law which says all contractors in the Canal Zone doing certain types 
of work must pay my people $1 an hour. Why, does your country waste a lot 
of time making laws that nobody pays any attention to?” 

Early in 1956, my organization became aware, through newspaper articles, 
of the vast amount of work being farmed out to contractors by the Canal Com- 
pany and other Government agencies on the zone. About 40 percent of the 
work to be performed would be within the scope of the provisions of the Fair 
Labor Standards Act. We felt justified in writing to each individual Gov- 
ernment agency on the Canal Zone that the 1938 Fair Labor Standards Act 
applied to all contractors engaged in commerce or the production of goods for 
commerce within the Canal Zone. It is assumed, that by the consistent non- 
compliance of the act, our letters to the agencies went unheeded. 

Last week I received a letter from a Panamanian citizen asking: “It is true 
that several Government agencies of the United States intended to ask Con- 
gress to remove the Canal Zone from the protection of the Fair Labor Stand- 
ards Act? Were the agencies earnestly interested in saving a few paltry dol- 
lars, or in removing themselves from a very embarrassing situation?’ 

Mr. Chairman, the Panama Labor Code does not apply within the Canal Zone. 
There are no protective provisions in our own Canal Zone Code. We of organ- 
ized labor can forsee the adverse effects on the employment of the United States 
citizen by the unfair labor practices of these private contractors. The removal 
of the protection of the Fair Labor Standards Act will in a short space of time 
undo the mandate of Congress namely: keeping the Panama Canal “American.” 

It has been mentioned, the application of the Fair Labor Standards Act would 
tend to create a privileged class of citizens. I again make reference to item 
No. 1 of the Memorandum of Understandings Reached (pt. 3, p. 1). We inter- 
pret the language of that section of the memorandum to mean equal pay for 
equal work insofar as the United States and Panamanian citizens are concerned. 

My organization fully concurs with this democratic principle of equal pay 
for equal work regardless of citizenship. The enactment of such legislation by 
the appropriate congressional committee will do much to erase from the minds 
of the citizens of Panama, the word “discrimination.” 

May I again remind the committee, the entire adult population of Panama, 
along with every Latin-American country in this hemisphere, will be keenly ob- 
serving the deliberations and report of this committee. 

The Panamanian citizen asks only that when he is employed by a private 
contractor on the Canal Zone, and he is performing work for commerce or in 
the production of goods for commerce he should be paid the minimum wage as 
prescribed by the existing law. Remove this protection, then years of pains- 
taking work by the diplomatic corp of our State Department has been wasted. 

Invariably, these workers are unorganized and without recourse. They are 
badly in need of the protection this law provides. The action we request Mr. 
Chairman, is unquestionably in the best interest of our country. 

I appreciate the opportunity of appearing before this committee, and ask that 
the committee recommend no change in the Fair Labor Standards Act as it ap- 
plies to the Panama Canal Zone. 


Senator Kennepy. Mr. Secretary, I think you have also sent us a 
reply to my letter of March 9, which we have placed in the record 
and which gives additional information concerning the effect of the 
administration’s proposal to extend the application of the minimum 
wage under the Fair Labor Sandards Act. 

(The letter referred to appears on p. 27.) 

Senator Kennepy. Senator Smith, who has been the active sponsor 
of legislation affecting these overseas bases, is present with us today. 

Senator Smith, the Secretary has just given the administration’s 
position on application of the Fair Labor Standards Act to overseas 
bases. Is there anything you want to ask? 








884 MINIMUM WAGE PROTECTION 


Senator Smirn. No. I just wanted to be here to see the Secretary, 
I am not on the subcommittee, but when you are here, Mr. Secretary, 
I like to appear. 

Secretary Mrreneri. Thank you, sir. 

Senator Sarrn. I understand you got together with the Depart- 
ment of Defense on this legislation we discussed last week; is that 
correct ? 

Secretary Mirronett. Yes. On Saturday, the General Counsel of 
the Department of Defense and representatives of the State Depart- 
ment and my associates and myself met in my office, and as a result we 
came here this morning with an administration position on this matter. 

Senator Smirx. I am very glad to hear that. 

Senator Kennepy. I was just given a paper by one member of the 
staff which reports that the Panamanian Ambassador has been in- 
structed by his President to do everything possible to avoid a change in 
the application of the dollar minimum wage in the Canal Zone. ‘As I 
understand it, there is a possibility that that will be done under the 
procedure which you suggested, but not necessarily so; is that right? 

Secretary MrrcHeLL. Our recommendation is that employ ees of the 
Canal Zone are considered to be covered by the act, but that the rate 
would be determined by hearings rather than by ‘legislative action 
setting forth a dollar. 

Senator Kennepy. I see. 

Mr. Secretary, during the hearings there has been some disappoint- 
ment expressed as to the extent of your recommendations. Mr. Meany, 
representing the AFL-CIO, who testified before us, expressed this 
point of view: 

We were extremely disappointed and surprised when the Secretary of Labor 
appeared before this committee and unveiled for the first time the administra- 
tion’s long-awaited specific proposal. 

And the reason they were disappointed and surprised was because of 
the statements that he stated the President made in his state of the 
Union message, and your previous advocacy of the extension of the 
coverage of the minimum wage to millions—I think that is the term 
that was used—now uncovered. The feeling has been that your rec- 
ommendations, while bringing under the act’s coverage around 2 
million people, that nevertheless, it only affects about 400,000. And 
Dr. Blum, upon whose report the committee heavily relied when he 
was a consultant to the subcommittee when Senator Douglas was chair- 
man, stated last week in his testimony before us that about half of 
these 400,000 are now receiving 90 cents or above. So the effect of your 
recommendation in this whole area has been rather minor as far as 
affecting the wage rates of very many people. Would you care to 
comment on that? 

Secretary Mrrcwern. Yes, I would, Mr. Chairman, because I do not 
consider the effects to be rather minor. When you look at the his- 
tor 

Soostan Kennepy. That phrase was my phrase. Mr. Meany’s 
phrase, I think, was “extremely disappointed.” 

Secretary Mircnext. I will accept your phrase. 

When you look at the history of the Fair Labor Standards Act you 
will recognize that every time ‘the act has been reviewed by Congress 
and the minimum raised, except in 1955, the coverage of the act was 
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contracted. I consider the expansion of the coverage to an additional 
2,500,000 workers as a significant advance in the history of the act, 
I do not consider it a minor incident. 

As to the fact that only 400,000 estimated are now getting less than 
a dollar, I think I would want to say for the record that when the 
Congress increased the rate in 1955 ag 75 cents to a dollar, while 
the Fair Labor Standards Act applied and still does apply, to some 
24 million people, only 2 million of those 24 million people were 
then getting less thana dollar. So that you might say, if you want to 
draw the comparison, that the effect of the increase from 75 cents to a 
dollar and the effect of the expansion of the 2,500,000 is about the 
same. 

Senator Kennepy. How many did you say were getting less than 
a dollar? 

Secretary Mircnein. 2 million out of 24 million; 2,100,000 to 
be exact. Now, some of those were getting 95 cents, some were get- 
ting 90, some were getting 85. But the total of those who were getting 
less than a dollar out of 24 million was 2,100,000. 

Now, we have here a proposal to extend the coverage to 2,500,000, 
out of which 400,000, admittedly, are getting less than a dollar. And 
the effect, in comparison, I would deem to be the same. 

So I do not consider that this is a minor proposal. I think it is 
a significant advance in the history of the Fair Labor Standards Act. 

Senator Kennepy. We don’t want to get into competition as to which 
does less for the worker, the raising of the minimum to a dollar in 
1955 or your recommendations in 1957, but the fact of the matter is 
that out of the 400,000 there is pretty good reason to believe that 
at least half are getting 90 cents and above. Thus, as a practical 
matter, the effect of your recommendations I would characterize as 
very minor. 

Now, according to the New York Times of last Sunday, March 17, 
the living costs for a working girl have now risen 2 percent in the 
last year in New York City, and she must now earn $51.23 a week 
to provide, according to the State labor department, an income “ade- 
quate for maintenance and the protection of health.” 

The fact that under your proposal many millions who would be 
eligible constitutionally for coverage under the act are going to be 
left out of the act’s coverage, people who are getting less than $40 
a week, plus the fact that $51.23 is considered the minimum adequate 
for maintenance and health in New York City, leads me to characterize 
the recommendations that you have made as minor, and Mr. Meany to 
characterize them as extremely disappointing. 

What is particularly disappointing is the failure to do anything 
about overtime, which is an important area for action. Overtime was 
included, as you know, in the original act. When it was first passed 
in the thirties there was a provision for a gradual attainment of the 
40-hour week. You have made no recommendations on that. 

Would you, perhaps, indicate to the subcommittee why you feel that 
it is unnecessary to do anything about the question of overtime? 

Secretary Mircueny, I think, in my original testimony, Mr. Chair- 
man, I indicated my reasons for not recommending the extension of 
the overtime provision by pointing out that this proposed extension of 
coverage applied in large number to retail employees, and that the 
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situation of retailers in terms of working practices, as far as hours 
are concerned, is such that it seemed to me to be impractical and 
that it might perhaps work to a disadvantage not only of the business 
but to the employees if the overtime provisions were applied. 

Senator Kennepy. Could you expand on that? In what way would 
it work to the disadvantage of business and employees, Mr. Secretary? 

Secretary Mircuer.. Well, in a production plant the manager of 
the plant has within his power to determine the number of hours he 
will keep the plant open daily and weekly. The retailer is a 6-day 
business. The practice in the industry ranges all the way from 35 
hours a week in the case of some office employees up to 44 hours a 
week and sometimes 48 hours a week in certain areas of the country. 

Bearing in mind, as I think we have to bear in mind, that the Fair 
Labor Standards Act specifies that it shall not be applied if there is 
to be—if unemployment is to be caused or if there is to be any undue 
hardship—it seems to me that when an industry, a service industry 
such as this which must remain open to the public 6 days a week, that 
the imposition at the Federal level of a mandatory ‘ceiling on the 
number of work hours might be very disruptive 

Senator Kennepy. Mr. Secretary, isn’t the reason why a manu- 
facturer does not stay open 6 days a week, is either because he is 
covered under the act and will have to pay overtime, or because there is 
a union agreement that makes it economically infe: asible—it isn’t that 
he wouldn't like to keep his factory open 6 days a week without paying 
overtime after 40 hours—but why must a retailer stay open 6 days a 
week ? 

Secretary Mrrcneti. Not necessarily, Mr. Chairman. I don’t want 
to get into a discussion with you on industry practices, but a manu- 
facturer can determine how many bolts he is going to produce per 
hour and per day and per week and per year. He can produce those in 
40 hours or 35 hours or 30 hours. The retailer, regardless of his 
volume, regardless of the number of units that he produces, must keep 
his plant going 6 days a week, and he must be in a position to meet the 
change and the variation in volume of business not only during each 
hour of the day but during each day of the week. 

You have got an entirely different kind of business practice which 
you are dealing with here than you have been dealing with in manu- 
facturing. 

Senator Kennepy. So the goal of the administration in this case is 
not to have a 40-hour week in retailing; is that correct ? 

Secretary Mircuety. We are not proposing that the overtime pro- 
vision of the act, which now does not contemplate a 40-hour week in 
this industry, be extended to retailing. 

Senator Kennepy. One of the arguments that have been made is 
that if this were extended to certain firms it would place an impossible 
burden of recordkeeping on them. Has the Department received 
many complaints as to the burden of recordkeeeping under the Fair 
Labor Standards Act ? 

Secretary Mitcneiy. We do not believe that that criticism is valid. 
We believe that if the act is extended to cover those enterprises that 
we propose to cover, the recordkeeping burden would be insignificant, 
if existing at all. 


ih 7? 


—+ 


mat ke bt oe ~*~ ~~ ot 2 Leh 











MINIMUM WAGE PROTECTION 887 






Senator Kennepy. Secondly, would you care to comment on the 
amendment of Senator Stennis in regard to the area of production 
changes that he seeks to have written into the law? 

Secretary Mrrcuett. I believe, sir, that we have furnished a written 
comment on that. 

Have we not, Mr. Kantor ? 

Mr. Kantor. Yes, we have. 

Secretary Mircuery. I don’t have it here with me, but it is in the 
records of the committee. (See p. 18.) 

Senator Kennepy. You don’t care to restate it? The bill has been 
submitted to us since you testified; in fact, it was placed before the 
subcommittee last week, and I don’t know whether it is any different 
than it was when you first made comments on it. 

Am I correct in assuming that the Department is opposed to it as it 
would take nearly a million people out from under the coverage of 
the minimum wage hour ? 

Secretary Mircuexy. If it takes people out, we are opposed to it. 

I will give you the pertinent part of our letter, which I think more 
fully deals with this: 


While I recommend that the area of production exemption contained in section 
13 (a) (10), should not be modified at this time because it is the zone within 
which economic influences as related to agriculture may be deemed to be opera- 
tive, I am strongly opposed to any enlargement of this exemption. The agri- 
cultural handling and processing industries outside the boundaries of the area 
of production as presently defined, have long since adjusted to the Fair Labor 
Standards Act. ‘These tend to be the larger plants and enterprises and, 
moreover, as defined by the regulations, they are not in the zone in which economic 
influences as related to agriculture operate, but are in an outside zone where they 
lose their force. 


Senator Kennepy. Thank you, Mr. Secretary. 

Senator Morse ? 

Senator Morsr. Mr. Secretary, I have a series of questions I would 
like to discuss with you, if I may. 

On February 25, 1957, in your appearance before this subcommittee, 
in commenting upon measures before this subcommittee, principally 
S. 1267, yous aid: 


I will refer to one proposal in them to extend coverage throughout the field of 
“activities affecting commerce” because the views I will express on this are 
the basis of the recommendation I am putting before you. 

The proposals in these bills would cover an employee if he is employed “‘in or 
about or in connection with” any enterprise in which his employer engaged in 
“any activity affecting commerce.” 

In addition, they would define “activity affecting commerce” to include, among 
other things, any activity “competing with any activity in commerce.” 

So far as I know, this is broader than any language ever used by the Congress 
for application of the commerce clause of the Constitution. 

Now, as to the coverage of employees employed “in or about or in 
connection with” an enterprise to be covered, it is clear that the lan- 
guage is designed to change over from an individual employee test to 
an employer test. 

My question on this point, Mr. Secretary, is: I gather that you have 
no objection to the change from an employee to an employer test. of 
coverage, although you “mentioned the language in an apparently 
critical manner; is that correct ? 


Secretary Mircnexy. Certainly, our recommendation, Mr. Morse, 
contemplates an employer test of new coverage. 
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Senator Morse. And you are willing to accept the effects of that 
employer test ? 

Secretary Mrrouein. As we have set forth in our recommendation, 

Senator Morsr. Now, Mr. Secretary, as to the definition of “affecting 
commerce,” your last statement implies that my bill, S. 1267, somehow 
goes beyond the legislative power of Congress over commerce. 

You did not bring the solicitor to the witness table when you were 
here last, but I hope he was consulted in preparing the testimony. I 
would hope that both of you were familiar with the analysis of cases 
presented to this committee several years ago by Mr. Tyson, when he 
was solicitor of the Department. That analysis shows the language 
used by the courts in interpreting both the Fair Labor Standards Act 
and the National Labor Relations Act. 

So, for instance, in the Supreme Court’s decision in the Fainbdlatt 
case, it was held that in the National Labor Relations Act Congress 
exercised its full power under the commerce clause. 

I would call your attention to Wickard v. Filburn, 317 U. S. 111 
(1942), cited by the Tyson memorandum which was introduced into 
the record again this year. Note the date, 1942. 

The case involved the Agricultural Adjustment Act. A farmer 
challenged the application of an acreage limitation order, limiting him 
to 11.1 acres of wheat, contending that the commerce clause could not 
validly apply to the excess over the acreage limit because he used the 
excess for consumption on his own farm. 

The Supreme Court held that the application was valid under the 
commerce clause because, among other things, “homegrown wheat 
in this sense competes with wheat in commerce.” 

Now, I want to get this clear in the record as far as the position 
of the Department is econcerned.. Do you and the Solicitor challenge 
the validity of S. 1267's definition of “affecting commerce,” which does 
no more than set out language cf the Supreme Court in interpreting 
the reach of the commerce clause under existing statutes ? 

Secretary Mrrcneti. Mr. Morse, I would prefer that the Solicitor 
of the Department of Labor answer that question. I am certainly not 
competent to discuss constitutional law with the dean of a law school. 

Senator Morse. I would be glad to hear the Solicitor. 


STATEMENT OF STUART ROTHMAN, SOLICITOR, DEPARTMENT OF 
LABOR 


Senator Morsr. Would you like to have me repeat that, Mr. So- 
licitor ? 

Mr. Roruman. I heard your statement, Senator. 

My name is Stuart Rothman. I am the Solicitor of the Labor 
Department. 

“he boundary of constitutional power under the commerce clause 
over activities competing with any activity in commerce remains un- 
defined. It is correct, as you have stated, that under other statutes, 
and under particular fact situations, the Court has found the existence 
of competition between interstate and intrastate activities to so affect 
interstate commerce or the exercise of the power of Congress over it 
as to justify the regulation of the intrastate activity; but with respect 
to this act, of course, the Court has not defined the outermost bound- 
aries of interstate commerce. 
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And, in addition, as I recall, the bill to which you refer not only 
refers to competition between intrastate and interstate commerce, but 
there is a clause in the bill that applies the Federal statutes and the 
Federal laws even beyond that, and that is to those working in and 
around, as I recall the bill, activities engaged in interstate commerce. 

Am I correct on that, Senator, that the bill goes that far ? 

Senator Morse. I think that applies to all employees involved in 
activities that affect interstate commerce. 

Let me repeat my question, Mr. Solicitor. I want to get this clear 
in the rece: 

Does the Department of Labor challenge the validity of S. 1267’s 
definition of “affecting commerce,” which, in my judgment, does no 
more than set out the language of the Supreme Court in interpreting 
the reach of the commerce clause under existing statutes, such as 
Wickard v. Filburn? I just want to know, in answer to this simple 
question, are you challenging my bill in regard to its definition of 
“affecting commerce,” and therefore opposing that section of the bill? 

Mr. Roruman. With respect to the phrase “affecting commerce,” 
I would say that there are decisions that point clearly to the applica- 
tion of the interstate commerce clause to industries that are in compe- 
tition with interstate commerce. 

And with respect to those particular situations, under those laws 
and those facts, the Supreme Court has held that the interstate-com- 
merce clause will apply. I do say that I believe by reasons of other 
provisions of your bill that your definitions go beyond affecting com- 
merce, as we are talking about it here. 

Senator Morse. And therefore, the Department opposes that sec- 
tion of the bill ? 

Mr. Roruman. We oppose it for other reasons in addition to the 
fact that we do not know the extent to which the Court would uphold 
it in this case. It remains undetermined by the courts at this point. 

Senator Morse. Mr. Solicitor, you have already said that from 
your point of view you think that the cases are not yet on all fours, 
shall we say, with the interpretation that I make of “affecting com- 
merce” in my bill, and therefore, because you think you don’t know 
what the Supreme Court might hold on the basis of the fact situation 
presented to it, you therefore oppose the language of my bill. 

Mr. Roruman. No; that is not what we have in mind, or what I 
have in mind. Without regard to what the Court might do with 
respect to constitutionality—we are not opposing it on the constitu- 
tional ground, Senator, but on the ground that, for purposes of the 
Fair Labor Standards Act, this approach goes too far. 

Senator Morse. I now think we are beginning to draw the issue. 
You are not opposing it on the ground that you think the Court would 
not sustain the definition, but if the Court should sustain the defini- 
tion, you will still would be opposed to extending the act to cover those 
employee situations. 

Mr. Roruman. We have presented a different approach to the ex- 
tension of coverage, and the answer to your question is “Yes.” 

Senator Morsn. I am glad to get your comment in the record; at 
least you are not ready to tear up the Tyson memorandum. 

Mr. Roruman. No. The Tyson memorandum is sound in its ex- 


planation of the situation to that point; we are not in disagreement 
with that. 
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Senator Morsr. Our disagrement, if we have any, would be over our 
application of the conclusions of the Tyson memorandum to the fact 
situations that arise under the definition of the bill as I have set 
forth. 

Mr. Roruman. That is correct. Although I am sure that you will 
agree that the Court has not yet passed upon the application of a 
definition of this kind to this statute, or a situation substantially the 
same. 

Senator Morse. Well, the Court hasn’t had the specific question 
before it, but the Court, in a clear implication in connection with the 
Agricultural Act that I referred to—I believe the principle is so similar 
as to be applicable in the wage and hour case we have in mind. We 
will never find out precisely that until we get it to the Court. But I 
believe you will agree that if I, as a Senator, followed the line of 
reasoning that I would not support a bill because the Court still has 
as yet to hand down a decision as to whether or not the definitions set 
down in the bill are constitutional, I wouldn’t get very far as a 
legislator. 

Mr. Roruman. We don’t oppose it on the constitutional ground; it 
is the difference in approach. 

Senator Morse. Now, Mr. Secretary, returning to you, on February 

25 you said that the use of “affecting commerce” would not provide a 
sure boundary to guide employers. However, is it not a fact that 
the applicaiton of the present law, or the law as it existed in 1949, 
before limiting amendments, is pretty well established and that the 
new area under “affecting commerce” would reach mainly wholesaling, 
retailing, and service establishments, as to which the $500,000 sales test 
or 5-establishment test is very clear ? 

Secretary Mircnetu. Well, sir, you get into a hazy, fuzzy area there 
as to what is truly interstate and what is truly intrastate commerce, it 
seems tome. Our approach to this whole problem has been to extend 
the coverage to those enterprises which are actually in interstate 
commerce. 

We believe our test to be sound. We believe that the test contained 
in Senate bill 1267, I think it is, extends the interstate commerce con- 
cept too far, and extends the power of the Federal Government into 
areas that, in the case of the Fair Labor Standards Act, the Congress 
in the past did not think it was propen | to extend it. 

Senator Morsr. We have got the $500,000 sales test and the 5-es- 
tablishment test pretty well established now, haven’t we ? 

Secretary Mircuet.. In your bill, but not by practice. 

Senator Morse. I mean, it is pretty clear as to the establishments it 
would cover ? 

Secretary Mrrcnetx. Yes. But it is not clear that those establish- 
ments for that kind of an enter prise would be truly in the stream of 
interstate commerce, in our opinion. 

Senator Morse. That would have to depend, perhaps, on any test 
before the Supreme Court. But I have set out here, and respectfully 
submit, the definitions that I think are specific, certain of ascertain- 
ment, so that the fact situation presented before the Court would give 
us a pretty clear decision as to whether or not the interpretation I have 
made of “affecting commerce” is constitutional or isn’t. 

And assuming hypothetically, now for a moment, that the Court sus- 
tains the bill, then what diffic ulty would there be, what confusion 
would there be in administering the act? You speak about confusion. 
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Would I be wrong in saying that you think there might be a shadow- 
line area or a confused area until the litigation establishes the court 
decision on it? 

Secretary Mircueti, That would be very possible. Of course, if 
the Court decided that the act applies as you stated, confusion might 
be cleared up. But there is another factor here, Senator, which I 
think motivates our thinking in the construction of our proposal. 
And that is the extent to which you can practically extend the act 
to what might be called relatively small businesses, $500,000, and the 
effect the extension of the act might have on the economies of those 
small businesses. 

It is our proposal that the act be extended to those interstate busi- 
nesses, interstate enterprises that are truly in interstate commerce, and 
we believe that the economies of those businesses can absorb the exten- 
sion of the act. We are not at all sure that the imposition of a dollar 
minimum on relatively small enterprises would do anything other 
than affect the employment, perhaps, of many people now engaged in 
those enterprises, and affect the health of the businesses affected. 

Senator Morse. Let me tell you why I selected the figure $500,000, 
which I thought was a very reasonable floor or ceiling figure, de- 
pending upon which way you want to look at it. The courts have 
already upheld the application of the commerce power to many enter- 
prises, with much smaller business than $500,000 sales. When I pick 
$500,000 sales, I am not picking a figure involving businesses of a 
size which the Supreme Court has not already held that the commerce 
power applies. There are many, many businesses that have sales 
much less than $500,000 to which the commerce clause has been applied. 

For example, take the 1954 Annual Report of the NLRB: 

In the case of a laundry and dry-cleaning establishment and a mortuary, the 
United States Court of Appeals for the Ninth Circuit rejected the contention that 
the interstate aspects of the enterprises were so significant as to come within 
the de minimis rule. The laundry involved annually purchased about $12,000 
worth of supplies from out-of-State sources, while the undertaking business 
derived over $53,000 in annual revenue from services connected with burials 
outside the State. (19th Annual Report, p. 121.) 

So my $500,000 figure isn’t a figure that would bring into the appli- 
cation of the commerce clause for the first time a whole line of busi- 
nesses, there are many businesses less than $500,000 sales where the 
courts have already sustained the exercise of the commerce clause. 

Secretary Mrrcne... It would bring them in, would it not, Senator, 
to the coverage of this act which they had not been covered by before ? 

Senator Morse. It would bring some ay ones in. But the point 
I am directing your attention to is that my $500,000 sales figure is not 
a figure that ‘for the first time would apply the commerce power to 
a series of, a large number of, businesses not now covered, because 
the courts have already held that many such businesses, on the basis of 
the operative effects of a particular case, are covered. 

Secretary Micnetn. But not by the Fair Labor Standards Act. 

Senator Morsr. Not by the Fair Labor Standards Act, but by the 
National Labor Relations Act. You are dealing with, com nerce 
poets whether you are dealing with the Nation: al Labor Relations 
Act or the Agricultural Adjustment Act, the agricultural act that 
evened the wheat case that I have previously referred to, the Wickard 
case. We are dealing here with a question as to what is the commerce 
power of the Congress. 
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And, if the power exists for application under the Agricultural Ad- 
justment Act or any other agricultural act or the National Labor 
Relations Act, my argument is that certainly is a basis for applying 
the Fair Labor Standards Act. If you modify the language of the 
act so that Congress can exercise the jurisdiction, my approach, which 
apparently is different from the Department’s on this particular item, 
is that the way to really face up to this problem is by the definition 
“affecting commerce” that I have included in my act, and then submit 
it to the only tribunal that can determine whether or not it is within 
the power of the Congress. 

Once that definition is upheld by the Supreme Court—and I think 
there is little doubt that it would be—then the $500,000 sale base would 
bring all of the businesses that come under that sales definition un- 
der the act, which then brings us up to the point you are now raising 
as to what the effect of that is going to be on the economy of the busi- 
nesses to which it is applied. 

But I think the first thing that we ought to seek to do is to find out 
where the area of agreement and disagreement is between the author 
and the sponsors of the bill and the Department of Labor over this 
matter of definition. I am sure you would agree with me that before 
men can agree or disagree intelligently, they have got to agree on a 
definition of terms, and I wanted to find out in the first part of my 
question here just what our differences may be. 

Now, over this matter of the definitions of “affecting commerce”— 
and your solicitor has cleared up for me the point that you are not 
going to quarrel with me about whether or not it is constitutional— 
you do propose to make an entirely different approach to the coverage 
than I do by not joining on the issue of definition, but by taking the 
terms of the present law and making your coverage recommendations 
within those terms, or, as my approach is, to change the terms of the 
present law as to the application of “affecting commerce,” which were 
automatic, according to your last testimony, as I interpret it, which 
would automatically give us the broader coverage, and would bring 
under the application all businesses with $500,000 sales or more, if they 
met the other criteria of the definition. 

Now, Mr. Secretary, the AFL-CIO has issued an analysis of the 
coverage and exemption proposed by the Morse-Kelley bills. And 
here are some of the statements that it makes: 

Retail and service workers (including laundry and cleaning), now exempt, 
8,796,000 ; covered by Morse-Kelley bills (including present coverage), 3,725,000. 

Hotels, now exempt, 446,000; covered by the Morse-Kelley bills, 235,000. 

Finance, insurance, and real estate, now exempt, 414,000; covered by Morse- 
Kelley bills, 117,000. 

Now, I presume, Mr. Secretary, that your staff reviewed the testi- 
mony of Mr. Ruttenberg. So, for example, in table 2 of appendix 
A he shows that the Morse-Kelley bill would apply to only 2.8 percent 
of retail establishments, and only 3.7 percent of food stores, only 6.7 
percent of variety stores, only 2 percent of apparel and accessory 
stores, less than three-tenths of 1 percent of gasoline service stations, 
and only 1.2 pereent of drugstores. 

Now, my first question is: Does the Department of Labor challenge 
the accuracy or substantial accuracy of that analysis? 

Secretary Mrrcueti. We have not reviewed Mr. Ruttenberg’s testi- 
mony. 
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Senator Morse. You have not reviewed it? 

Secretary MircHet,. We have not; no, sir. 

Senator Morse. Have you reached any conclusions as to how broad 
the coverage of my bill would be? 

Secretary Mrrouety. Yes, sir. 

We have reviewed the coverage of your bill, and our figures may 
or may not coincide with Mr. Ruttenberg’s, I don’t know, but I have 
the figures here as to the coverage of the Morse-Kelley bill in terms 
of 1,500,000 to agriculture, 3,800,000 in retailing, 1,351,000 in outside 
salesmen, 160,000 in laundry and cleaning, 233,000 in agricultural 
products processing, 26,000 in seafood processing, 117,000 seamen, 
110,000 in small logging operations, 48,000 in small telephone ex- 
changes, 32,00 in small newspapers, 80,000 in local transit companies, 
50,000 in taxicab companies, 1,400,000 in the construction industry, 
242,000 in wholesaling, 170,000 in finance, insurance, and real estate, 
101,000 in mining and manufacturing, 210,000 in miscellaneous in- 
dustries. 

That is our estimate of the numbers of people, which adds up to 
some 9 million, that the Morse-Kelley bill would cover. 

Senator Morse. I am just more delighted than I have been about 
anything for a long time that it is that good. 

Mr. Chairman, I would like to ask the Chair to have the Depart- 
ment of Labor prepare for us an analysis of the Ruttenberg statistical 
evaluation of my bill, because unless it can be shown to me that the 
Ruttenberg analysis is erroneous in some way I intend to lay great 
stress on it and give great weight to it, along with the figures that 
the Secretary has now supplied me, because I have been very desirous 
of having a substantial increase of coverage under this employer test 
of “affecting commerce.” 

Senator Kennepy. Mr. Secretary, in line with the Senator’s request, 
perhaps the Department would be willing to make a comparison be- 
tween your figures and those of Mr. Ruttenberg, and see if you can 
come up with any changes in your figures as the basis of having made 
astudy of Mr. Ruttenberg’s figures. 

Secretary Mrrcnett. We would be glad to make a study of Mr. 
Ru‘tenberg’s figures. 

Senator Morse. I appreciate that very much, Mr. Secretary, be- 
cause I have every confidence in the statistical and analysis work of 
the Department of Labor. 

Secretary Mircneny. Thank you, sir. 

Senator Morse. I have worked with those analyses for too many 
years not to know when I call upon the Department for a statistical 
memorandum that I will get a memorandum which is going to be of 
as much help to the Senate as it is to the Department of Labor. 

(See supplemental data, p. 919.) 

Mr. Secretary, in terms of employees affected, are not the general 
dimensions of the Ruttenberg analysis as I have given them here to 
you correct ? 

But, having just read them to you, it is not fair, I think, to ask you, 
unless you have the figures in mind, to answer the question in any 
but the most. general terms, as to whether the number of employees 
affected is not, in the general dimensions of the Ruttenberg onalysis, 
correct. : 

89646—57——58 
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Secretary Mircret.. I would like to study the Ruttenberg analysis 
before I comment on that. = 

Senator Morsx. That is all right. 

Cover that in a memorandum, if you will, sir. 

Now, I want to ask a few questions about this matter of the direct 
“inflow” test, as proposed by you, the $1 million direct “inflow” test. 

You propose—and I think I quote you accurately : 
an amendment to include in the interstate coverage of the law employees who 
are engaged in the activities of any business enterprise in which (a) the total 
annual value of incoming merchandise, materials, or supplies moving directly 
across State lines to its place or places of business is $1 million or more, and (bd) 
100 or more employees are employed by the employer. 

Isn’t it a fact that this is a much more limited test than the overall 
National Relations Board test which is $500,000 direct “inflow.” $1 
million direct “inflow,” and $50,000 “outflow” ? 

Secretary Mrrcueui. It is more limited; yes, sir. 

Senator Morse. And what do you think ‘is the justification of our 
having a more limited. restricted test under the Fair Labor Standards 
Act than the National Labor Relations Board follows under its act 
in assuming jurisdiction ? 

Secretary Mrrcnett. As I said before, Senator, we are concerned 
with the impact of tie coverage on the economies of the businesses 
that: we do cover, and upon the employees of those enterprises. I 
fail to see in terms of practical administration and application any 
great similarity between the application of the Fair Labor Standards 
Act and the National Labor Management Act. The employee who is 
covered by the Fair Labor Standards Act must necessarily be rea- 
sonably sure as to whether he is covered or not covered as soon as the 
act becomes law. The employer who is covered by the—and the em- 
ployer under the Fair Labor Standards Act is continually covered— 
he has to meet payrolls every week, he has to know wh: at the statute 
is in terms of his employees weekly and daily. 

Under the National Labor Relations Board, the employee—the 
employer—who is covered may or may not have recourse to the 
act, and his relationship to the coverage of the act is problematical 
in some cases, and in most cases is only sporadic, as differentiated from 
the continual daily coverage of the Fair Labor Standards Act. 

So to my mind, you have these differences in practical adminis- 
tration when you come to the application of the act. 

Senator Morsr. Don’t you think, Mr. Secretary, that in the inter- 
est of avoiding as much confusion as possible over the jurisdiction 
that we ought to try in administering these various Federal acts to 
try and follow the same definitions or criteria for the assumption of 
Federal jurisdiction under interstate commerce from one act to an- 
other, rather than having one rule under the National Labor Relations 
Act and another rule under the Agricultural Act, and still another 
rule under the Fair Labor Standards Act? 

Secretary Mrrcnriy. Apparently, the Congress in the past has not 
felt so, Senator. And it would seem to me there must have been 
some wisdom behind these differences of coverage. And I am inclined 
to think that it would be impossible administratively to arrive at a 
definition of coverage that would apply across the board, and appar- 
ently Congress has thought so in the past. 
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Senator Morsr. Let me suggest to you a different explanation of 
Congress’ conduct in the past. The duty upon us sitting in our seat 
is to make legislation progress by correcting the mistakes of the past. 

Secretary Mrrcneti. That is what we proposed in this recommen- 
dation. 

Senator Morse. And when we find inconsistencies and confusion 
exist, we ought to work for a uniformity of definition. And what 
I am seeking to do under the definition that I have put in my bill 
is to get common definition here—if my interpretation of such cases 
as the Wickard is correct—whether there will be a common appli- 
cation of the definition of all these acts affecting interstate commerce. 
And in this particular point we are discussing now with the National 
Labor Relations Board, following the test that they are following 
on the taking of jurisdiction, it would seem to me that the employers 
ought to know that those tests are also applicable to the Fair Labor 
Standards Act. 

Of course, there is still for discussion our point about the economic 
effects. I think there is a lot to be said about the art of legislating, 
in working out wherever you can a common definition applicable to 
a series of laws in the same field, because if you sat in my seat you 
would find employers constantly sending you the complaint that they 
just don’t know what is interstate commerce under law A, law B, and 
law C. I am trying to correct what I think has been not the wisdom 
of the past, but congressional mistakes in the past, because we are 
constantly making them in each session of Congress, and it is the 
duty of the next session to try to correct them. 

And so I don’t accept your premise that the past acts of Congress 
on this matter have been acts of wisdom. I think we ought to correct 
them. And that is where we have some difference of opinion. 

Senator Atiorr. Mr. Chairman, I wonder if the Senator would 
yield. And I willstate the purpose of my question. 

Senator Morse. Certainly. 

Senator Anxiorr. I have to appear before another committee as a 
witness, and I will be called out momentarily, and this is the last 
session we will have on this matter. 

Senator Morsr. You go right ahead on your questions and | will 
pick up when you get through, because I have quite a few more 
questions. 

Senator Atnorr. I have 2 or 3 things that won’t take over 2 or 3 
minutes, if the Senator does not mind. 

First of all, Mr. Chairman, I have numerous letters here from con- 
stituents in this matter. They are probably too voluminous to be 
made. a part of the record, depending upon what the Chairman’s 
wishes are with respect to this. But I would at least like to read into 
the record the names of those who have opposed this legislation, and 
those who are for it. 

Senator Kunnepy. Without objection, they may be inserted. 

Senator Atnorr. [have 2 wires supporting S. 1267, 1 from the Treas- 
urer of the Bus Operators Local Division in Colorado Springs, which 
is division 19. and 1 from the President of the Amalgamated Asso- 
ciation of Street Electric Railways and Motor Coach Employees of 
America 114, Mr. Lucey R. W hite. 

The first one is Mr. Lawrence Brown. 
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Those are the only two communications I have, I believe, in support 
of this matter. 

Now, in opposition to this, I have communications from the Hstes 
Park Chamber of Commerce at their meeting of the business people 
there; a wire from the Colorado Chamber of DR cehiieae <i all these are 
in opposition to any change at all; a letter from the Lions Club of 
Ault, Colo.; another one from the Mountain States Hardware and 
Implement Association of Boulder, Colo.; and another one from 
Harold C. Greager, a lawyer and public accountant, C. P. A., of 
Boulder, Colo. 

Then I also have the following in opposition to it: one is from Mr. 
Almer B. Brady, of Estes Park; Mr. Bruce Foley, of Sterling, Colo.; 
Mr. B. Rose, of Chicago, [ll.; Mr. and Mrs. Herbert Tishner, of 
Pagosa Springs, Colo.; Mr. Dean Henry, of Gary, Colo.; Mr. Bill 
Sobsin, 0 Aurora, Colo., and Denver; Jac Robbins, of E stes Park, 
Colo.; Mr. Kalmes of Walsenburg and Aspen; Mr. Charles W. Adams, 
of Kittredge, Colo.; Mr. Gordon Buzley, of Evergreen, Colo.; Tom 
Worthem, of Liberal, Kans.; W. H. Mercer, of Denver; Mr. William 
C. Dye, of J ulesburg, Colo.; Mr. Marvel D. Rambleman, of Canyon 
City, Colo.; Mr. Frank T. Johnson, of Fort Collins, Colo. ; Mr. R. P. 
Heslip, of Memphis, Tenn.; Mr. G. D. Eyman, of Liber al, Kans.; 
Mr. David Davis, of Pueblo, Colo.; Mr. Howard Hoggsett, of Boul- 
der, Colo.; Curtis Brothers, of Alamosa, Colo.; J. M. Lancaster, of 
Colorado Springs, Colo. ; G. W. Sanderson, of Denver, Colo.; C. A. 
Norgren, Denver, Colo.; William Volmer, of Denver, Colo.; L. T. 
Johnson and F. T. Johnson, of Fort Collins, Colo.; G. Henry Hauser, 
Fort Collins, Colo.; Kenneth C. Brush, of Colorado Springs; James 
Reay, of Alamosa, Colo.; Grant R. Fizzell, of Denver, Colo.; Bill 
Davis, of Goodland, Kans.; A. B. Morse, of Denver, Colo.; and Garth 
Royce, Colorado Springs. 

Senator Kennepy. Do you want those communications printed in 
the record, or would you care to have them as exhibits? 

Senator Atiorr. Well, I don’t have copies of all of these in my 
office, Mr. Chairman. I do not want to have them copied in the record. 
I think it would encumber the record. I just want to be sure that the 
names of these people are in the record as being opposed to this matter. 
And I don’t think I will offer them as exhibits now, because I don’t 
have copies of them. 

Senator Kennepy. Those names will be placed i in the record. 

Senator Axxorr. I have just a few more, Mr. Chairman. 

Mr. W. A. Alexander of the Denver Tramway ; Mr. W. R. Dolph, 
of Grand Junction, Colo.; James F. Ellis, of Greeley, Colo.; Paul A. 
Shields, of Ordway, Colo.; Dale J. Hollingsworth, of Grand Junction, 
Colo. ; George A. Flannagan, of Denver, Colo.; Howard L. Setzler, of 
Boulder, Colo.; James A. Latham, of Denver; Norton Nulfeld, of 
Colorado Springs; Harry Peay, of Salida, Colo.; Lee Henderson, of 
Golden, Colo.; Rose Jean Didaro, of Trenchera, Colo.; Arthur Lit- 
trell, Rocky Ford, Colo.; Duane Schom, Trinidad, ‘Colo. 

I think that is all. And I apologize, Mr. Secretary, to you for 
having to leave at this time to go to a committee to be in attendance at 
the Appropriations Committee. 

Senator Kennepy. Thank you very much, Senator Allott. 

Senator Attorr. I thank the Senator for yielding. 
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Senator Kennepy. I ask at this point that the statement of Louis S. 
Damiani, legislative representative of the Canal Zone Central Labor 
Union and Metal Trades Council, AFL-CIO, of the Panama Canal 
Zone, on proposed amendments to the Fair Labor Standards Act, be 
received and placed in the record immediately following the statement 
of the Secretary and the submission of the report dealing with the 
problem of the Panama Canal Zone. 

(The statement referred to will be found on p. 881.) 

Senator Morsr. Secretary Mitchell, in view of your comments on 
the coverage of my bill and the figures you read into the record this 
morning, taking the coverage with exemption provisions of S. 1267, 
does the Department maintain that the Fair Labor Standards Act 
would be extended to millions of small local businesses as it seems to me 
is implied on page 9 of the transcript of your testimony ? 

Secretary Mircueiy. Yes, sir. It is our feeling that in terms of 
the coverage provisions of §. 1267 that it would be extended to millions 
of small businesses. 

Senator Morsr. I would appreciate it, Mr. Chairman, and Mr. Sec- 
retary, if you would prepare the memorandum that we have asked 
for and include in it an analysis of the table which I now want to offer 
forthe record. I think it isin the record at another place, but I would 
like to have it reinserted in the record at this point for the continuity 
of the discussion, a part of a memorandum by the Legislative Refer- 
ence Bureau. It was submitted January 31, 1957, and is entitled 
“Sales, Payroll, and Employment, United States Retail Trade by Sales 
of Establishments, 1954.” 

Senator Kennepy. Without objection, it may be inserted. 

(The table referred to follows :) 


TABLE 2.—Sales, payroll, and employment, United States retail trade, by sales 
of establishments, 1954* 


| 








| 
| | Number of enmiployees, 
workweek ended nearest 
Establish- Sales | Payroll Nov. 15 
ments (millions) | (millions < 
| } Tot i] | Full time 
1 workers 
ae | anticemaniie ‘ ait aie etiapes 
Total 1, 614, 504 | $162, 508 | $17, 490 6, 748, 418 | 5, 474, 418 
Annual sales of | 
31,000,000 and over { | 44, 689 5, 226 | 1, 401, 106 
$500,000 to $409,990 20, 787 2, 268 630, 010 
$100,000 to $499,999 53, 582 6, 213 2, 334, 1, 934, 925 
Less than $100,000 | 43, 451 3, 783 | 1, 925, 905 1, 508, 377 
Percent 
Total 100.0 100.0 | 100. 0 100.0 100. 0 
Annual sales of 
$1,000,000 and over_....--.--- 1.2 27.5 | 29.9 | 25. 6 | 
$500,000 to $999,999 1.9 12.8 13.0 | 11.2 
$100,000 to $499,999 16.9 33.0 35.5 | 34.5 | 
Less than $100,000_ ---- | 80. 0 26.7 21.6 | 28. 5 


' Excludes 107,146 establishments not open all year. 


Source: U. S. Bureau of the Census, 1954 Census of Business, Retail Trade, Sales Size, Bull. R-2-2, 
advance report. 
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Senator Morse. This table, Mr. Secretary, shows that the percent- 
age of establishments with annual sales of $1 million and over is 1.2 
percent. ‘The percentage of establishments with $500,000 to $1 million 
1s 1.9 percent, which is a total percentage of Jess than 4 percent. 

It shows that the number of employees of establishments with sales 
of 1 million and over, would be 25.6 percent; 500,000 would be 11.2 
percent or, in round numbers, 37 percent. Now, I submit those fig- 
ures for your consideration down at the Department, because if they 
are accurate, then the coverage wouldn’t seem to be as comprehensive 
as you point out—although let me make it very clear that I am not at 
all concerned about the coverage, if the establishment falls under my 
definition, because the broader the coverage, the better I like it, as a 
matter of social and economic policy. 

But I do think that to the extent that our area of disagreement can 
be narrowed by the facts, we ought to try to do it. And that is why 
I suggest an analysis of the Ruttenberg figures, and an analysis of 
the Legislative Reference chart, because somebody is wrong: Rutten- 
berg or Legislative Reference or the Department of Labor. 

Secretary Mrrcnery. We will be glad to study it, Senator. 

Senator Morse. And 1 would just like to get the correct figures. 
(See p. 920.) 

Now, there has been some testimony that large retailers buy large 
amounts of merchandise directly from out of State. However, does 
not your proposed test give employers the choice of remaining cov- 
ered? In order to avoid minimum-wage requirements, they could 
shift wholesale purchasing intrastate and wholesalers may find it 
profitable to set up new operations to enable retailers to avoid mini- 
mum-wage coverage by this device? 

Secretary Mrrcnet.. Senator, I think that is a hypothetical ques- 
tion without any reality, because any business that would go to that 
extent to avoid that coverage, I don’t think could long remain in com- 
petitive business. 

Senator Morse. Take retailers in the great manufacturing States of 
Pennsylvania, Michigan, Illinois, Ohio, Indiana, New York—I put 
it as a hypothetical, of course, but it is a realistic hypothetical—is it 
your position that if they found by addition and subtraction that they 
could save money by doing the wholesale purchasing within the State 
they are located they wouldn’t do it ? 

Secretary Mircue.y. If that were so, yes. I might point out that 
the men and women in the Department of Labor have worked on the 
Fair Labor Standards Act for many years, and those people who are 
well versed in its various applications and who have been for years in 
the position of developing policy, recommending policy, are always 
aware of the fact that over the years there have been attempts, or at 
least suggestions, that if an employer did so-and-so he might evade 
coverage. 

Realistically, they tell me that that has never come about. I can’t 
conceive of any employer going to the lengths that were recited here in 
order to avoid coverage. However, if he went to those lengths and 
he were not actually in interstate commerce, as we have defined it in our 
recommendation, he would be outside coverage. 

Senator Morsr. Now, I think you have reached the point of our 
agreement and difference. Our difference is, you do not agree that the 
hypothetical is realistic, because you do not think that the economic 
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setup is such that very many employers could evade the minimum-wage 
law by this device. But you agree that if the situation is such that 
they could purchase within their State, and did purchase within their 
State, they would then be able, under your test, to evade coverage. 

Secretary Mrrcuety. That is right, sir. 

Senator Morse. I am perfectly willing to accept that and to proceed 
to find out how unrealistic this hypothetical situation is. I am advised 
it is not unrealistic at all. There are many factual situations in which 
it would be applicable or become ¢ applicable. But as to your comments, 
Mr. Secretary, that people down in the Department of Labor are work- 
ing in this field, those people are all confronted with the allegations of 
different types of evasion that might develop under these laws; the fact 
is that they are constantly being confronted with just such evasions, 
and we have to plug up the holes in the laws from session to session, 
because evasions do exist. 

Secretary Mircuetu. Perhaps I didn’t make myself clear. Most of 
the situations which the Department of Labor people have been con- 
fronted with are hypothetical cases which never came about. 

Senator Morse. So, in analyzing legislation in this process, you have 
to assume many hypothetical cases, sometimes, that do not in fact 
come about, or haven’t yet ; but we would be a pretty poor draftsman if 
we didn’t draft the law to plug in advance these possibilities. And it 
seems to me that, to the extent this is a possibility, those of us voting 
on the bill had better take a look at what we need to do and modify the 
test that you propose, if we can show in turn that there is a very real 
possibility that it invites and makes possible evasion. 

In fact, just by way of illustration, I am very much interested 
in the independent contractor rule that is being developed in some 
industries under the application of the Wage and Hour Act as it 
is presently written as an interesting device ‘for evasion of at least 
what { consider to be the spirit and intent of the Congress when it 
passed the law in the first place, to wit, the pulpcutters in the lum- 
ber industry, who at the present time are considered incependent 
contractors. 

Those of us who know anything about the operation of tie lamber 
industry know that is a fiction. They meet, apparently on the basis 
of litigation to date, the definition of independent contractor. We 
had better plug the hole, because if there is any group of men that 
are dependent upon the economic whims and fancies of employers 
in the lumber industry, it is the pulpeutters. But I don’t quarrel 
with the application, 1 quarrel with the language of the existing law, 
which goes back to the point I started out with here this merning. 

We have got to get totgether here on definitions and make our 
definitions as good as we can and as strong to stand the tesis as we 
ean. And once we do that, then I think we can prevent the kind of 
evasion I think we are getting in the pulpeutter cases. And that 
is why I have raised this point. It seems to me that we have to take 
a look at your test and as legislators proceed to apply it to a whole 
series of hy pothetice | situations. 

Now, Mr. Sec retary, estimates of sales required for $1 million direct 
purchases from out of State presented to the committee have varied 
between $1.5 million to $1.7 million. However, this assumes all sales 
are of goods coming from out of State. Actually, these estimates 
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are minimum estimates of sales under your formula, because we ex- 
pect some goods that will be sold to originate within the State. 

In effect, then, wouldn’t your formula only cover retailers with 
sales of about $2 million or more? 

Secretary Mircuety. Well, the first part of your statement, Sena- 
tor, I think is correct, estimating the incoming goods at a million 
dollars and putting a markup on them varying from $500,009 to 

700,000, that is a minimum for coverage. Now, as to what the esti- 
mate would be as to the goods bought within the State, I aa in no 
position to know, but the first part of your statement is correct. 

Senator Morss. But in the case of X dollars 

Secretary Mircnexu. It is conceivable, for example, that a busi- 
ness enterprise can be buying every single bit of goods across State 
lines, so that it would cover a business at a minimum of $1,500,000 
retail. 

Senator Morsr. I think, in fairness, that is conceivable. But I 
think with equal fairness it is very probable there would be a great 
number of businesses that will not be buying all their goods across 
the State lines; they will be buying X dollars’ worth—I don’t care 
what figures you suggest—and put it in the bulk of $1,500,000 or 

700,000 when you take a writeup—and I wonder if, therefore, I am 
too far wrong when I say that the test ought to be considered by the 
committee not in terms of $1 million, but in terms of somewhere be- 
tween $1,500,000 and $2 million. 

Secretary Mircnet,. No; we recommend that the committee con- 
sider an inflow test and not an outflow test. 

Senator Morse. Well, you can’t escape the conclusion, can you, 
that your million dollar test formula that you are using is not the 
minimum. You know from the colloquy that we just had that it has 
to be somewhat above a million in practice when you take the write- 
up of the account. 

Secretary Mrrcnenit. We are talking about a million dollars of 
merchandise brought by the retailer across State lines. 

Senator Morse. That is right. 

Secretary Mrronett. You have added a further test, if you will, 
of retail prices of goods sold. Our test does not get into the area of 
retail prices of goods sold; we are talking about a test of a million 
dollars’ inflow. 

Senator Morse. Your test is limited entirely to a showing that a 
million dollars’ worth of goods was purchased across State lines? 

Secretary Mircwetn. As a test of being truly in interstate com- 
merce ; yes, sir. 

Senator Morsgs. Now, you add to that a hundred-employee test? 

Secretary Mircneiu. Yes, sir. 

Senator Morsg. On your last appearance, you and Mr. Kantor said 
that this is to retain exemptions from wholesalers who have com- 
paratively few employees to handle large amounts of goods. How- 
ever, if a wholesaler wom in at least $1 million in goods from out 
of State, does not his operation have a substantial impact upon inter- 
state commerce, irrespective of the number of employees he has? 

Secretary Mircrexy. Is that a question ? 

Senator Morsr. Yes. Do you want me to repeat it? 

Secretary Mircnexy. If you would. I thought you were making 
a statement, Senator. 
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Senator Morsr. However, if the wholesaler brings in at least $1 
million in goods from out of State, does not his operation have a 
substantial impact upon interstate commerce, irrespective of the num- 
ber of employees he has? 

Secretary Mrrcneiy. I see. Well, in our opinion, Senator, the 
wholesaler bringing in a million dollars across State lines and not 
having a hundred employees would be in the category of a small- 
business operation whom we would not propose to touch in our 
recommendation. 

Senator Morse. That is, you think that all small business that doesn’t 
purchase at least a million dollars across State lines and employs more 
a ye a ed people should not be covered by the Fair Labor Stand- 
ards Act? 


Secretary Mrrcnetn. That is our recommended cutoff, yes—for 
small business. 


Senator Morse. Because you think that would have a detrimental 
effect on small business? 

Secretary MircHeiyi. Yes; we do. 

Senator Morse. And you think, therefore, we ought to call upon 
the employees of small business to that extent to subsidize small 
business ? 

Secretary MircHeti. No; we do not. We are now discussing the 
intent of the act. And we are not recommending any change in the 
coverage concept of the act as it is now stated. We are const: intly 
aware, “Sen: itor, of the impact of any extension of the minimum wage 
coverage to business, and, therefore, to the employees of those busi- 
nesses. For example, as I said, I think, before you arrived, when I 
alluded to this—and I would like to put it in the record—when the 
minimum wage was raised from 40 to 75 cents there were about 7 
percent of the then employees covered who were affected by this in- 
crease. When the minimum wage was raised from 75 cents to a dollar 
in 1955 there was about 8 percent of all the employees covered who 
were affected by the increase—in other words, who were getting less 
than a dollar. 

Our proposal of including 214 million additional employees will 
affect about 400,000 people who, under our estimates, are getting 
less than a dollar; that will affect 16 percent of the total people who 
are being brought under coverage. 

Now, ‘Congress certainly must have been aware—and I must say, 
has continued to be aware, should continue to be aware—of the impact 
of any increase in the minimum wage or any expansion in the mini- 
mum wage. As a matter of fact, Congress has appropriated to the 
Labor Department, I think, in adding up two past appropriations and 
present requests, some three-quarters of a million dollars to study the 
impact of the minmum wage which was passed in 1955. 

So there must be a consciousness of the impact of any coverage 
legislation. For adding coverage, in our best judgment, our recom- 
mendation for a cutoff has always in it the consideration as to the 
ability of the enterprise, and, therefore, its effect on the employees, to 
absorb the added coverage. We are always conscious of that. And 
that motivates us in every one of our proposals. 

I thought I would say that because the practical aspect of the cover- 
age, and the impact on the economy, is one that I am sure we are 
all aware of. 








902 MINIMUM WAGE PROTECTION 


Senator Morsr. Well, I am very glad to have that statement. I 
want to discuss it with you at some length, because it seems to me 
it goes to the philosophy of this act and this kind of legislation. Y ou 
have been referring to the intention of Congress. We are trying in 
this legislation this year to decide, as a matter of legislative policy, 
what it should be. 

Now, am I to understand that you take the position that it is all 

right to impose the fair labor standards requirements upon so-called 
big business, but it is not good public policy to impose it upon small 
business ? 

Secretary Mrrcuexu. If it is going to adversely affect small busi- 
ness; yes, sir. 

Senator Morse. Now, when you speak about it adversely affecting 
small business, is it the position of the Department that small busi- 
ness generally does not make a minimum wage of a dollar an hour? 

Secretary Mircuxtn. Not generally; no. 

Senator Morse. Some p arts of it m: Ly not. 

Secretary Mrrcuety. Some parts of it may not and cannot, yes, i1 
some regions of the country. 

Senator Morse. And that those parts which cannot, therefore, 
ought to be protected by the Government ? 

Secretary Mircuet. Those parts that cannot—their business ought 
not to be disrupted by the overnight provision of a wage that would 
be harmful to the health of the business and, therefore, affect the 
employees of that business. 

Senator Morse. Do you take the position that with such coopera- 
tion from the Government in keeping such small businesses in opera- 
tion that the employees are being asked to the extent that they take 
less than the minimum wage of a dollar—do you take the position 
that they are not subsidizing their business ? 

Secretary Mrrcnenn. Well, sir, in theory, certainly. If you read 
the declaration of policy of the Fair Labor Standards Act it is very 
obvious that Congress must have had in mind that the Fair Labor 
Standards Act was not to be a disrupting act in terms of the health 
of the business and, therefore, the employment of people. 

As a matter of fact, I think there are words in it which say, “Do 
not cause undue unemployment.” I do not believe that it is sound 
public policy for the Congress to enact legislation which is going to 
cause, or might possibly cause, substantial unemployment. 

Senator Morse. Mr. Secretary, you will recall that in 1938, when 
the act was originally passed, there was great discussion, as'the Con- 
gressional Record will show, about the desirability of an adjustment 
period, And in order to facilitate that adjustment, so as to cause the 
minimum disjointures, the Department of Labor under the Secretary 
of Labor set up a series of so-called industry boards, wage and hour 
industry boards, tripartite in nature, employees, labor, and public 
representatives, that held hearings on an industrywide basis as to the 
effect of proposed increases in the then w age of industry to a possible 
40-cent an hour—or some figure less than 40 cents an hour. 

Each one of those industry boards was charged with the responsi- 
bility of rendering its recommendation to the Secret: ary on the basis 
of the criterion that the recommendation would not produce serious 
dislocation in industry. And that went on for a period of years. It 
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was called for by the act, as I understand you mean, by the end of that 
period of time; however, the universal minimum wage should be at 
least 40 cents an hours, w vhich was a procedure which carried out the 
original intent of Congress. Do you agree with me? 

Secretary Mircueti. The facts are generally right; yes. 

Senator Morse. That was the procedure and policy. But the Con- 
gress made clear in that early lebate that after the lapse of a certain 
time, all businesses falling under the definition would have to meet 
the 40-cent minimum. If they couldn’t, it was just too bad. It is 
better that they go out of business than to have them stay in business 
and ride on the backs of their labor. 

That bill was passed in 1938. Is it your position that from 1938 
to 1957 any and all businesses of this country, which the courts might 
hold affect interstate commerce, shouldn’t have applied to them w hat 
the Congress has determined is a fair and decent minimum wage—for 
the businesses, at least, that are covered by the present law —and that 
if we extend it now to businesses under the definition of my bill, we 
would be working a gross injustice on what you classify as small 
business ; therefore e, we Sought to have a 100-employee exemption ? 

Secret: uy MrrcH eu. It is our position, Senator, that the application 
of your bill might possibly lead to undue hardship on the part of both 
the business and the employees thereof, because we feel, on the basis of 
limited, very limited statistics, that the application of your bill to the 
additional millions of employees that it would cover would cause undue 
hardship in terms of unemployment and undue hardship in terms of 
the ability of businesses to survive. 

Senator Morse. Mr. Secretary, isn’t it always the argument that 
the employer who doesn’t want to pay a fair and decent w age makes 
that he can’t afford it, and if he has to pay it out of business he goes? 

Secretary Mircueti. Well, that may be his argument, and in some 
cases it is valid, and in some cases it is not valid. Certainly the em- 
ployers who are covered or to be covered by our proposal, many of 
them might say the same thing. But in the case of the 2,500,000 
employees that we propose to cover, we do not think it is a valid 
argument. 

Senator Morse. I was coming to that, Mr. Secretary. But you 
having raised it, let me digress from my other line of questioning for 
a moment and finish that point on the record and then come back to 
my questions. 

Isn’t it true that if we took your definition there would be some 
employers who would make exactly the same argument? They are 
going to say: Why, the Mitchell proposal is going to have terrible 
economic effects on our business even though we have got 100 people— 
speaking hypothetically—or 25, or 200, and it discriminates against us 
in favor of a competitor that has 95% 

Secretary Mrrcnet.. That’ argument, I am sure, has been made 
before the committee. But I don't think it is a valid argument. And 
our object here is to extend the coverage of the act to as many more 
people as is practical and possible in our present system. 

Senator Morse. You say that it is not a valid argument. It is 

valid as far as Mr. X, the employer, is concerned if as a result of your 
testimony he has to pay a wage higher than his competitor, who has 
75, 85, 95 employees, has to pay and, therefore, has a competitive 
advantage over him. 
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Secretary Mrrcnets. Well, his ability to absorb is perhaps greater 
than that of his smaller competitor. Of course, the Fair Labor 
Standards Act, as you know, Senator, is filled with arbitrary cutoffs 
designed to protect certain groups of employees and employers. 

Senator Morse. I understand it. 

Secretary Mrrower.. And we, in our opinion, have made a recom- 
mendation that, as I said before, we consider to be a significant ad- 
vance in the coverage of the act, because in the past when the mini- 
mum rate has been raised the coverage has been narrowed, with the 
exception of 1955, because of certain groups of industry wanting to 
get out from under the act. 

Now, in 1955 the Congress raised the minimum without narrowing 
the coverage, which I think was a commendable thing. And now we 
are discussing how far can we go without disruption in extending the 
coverage of the act, which I believe, if the Congress would adopt 
our suggestion, would be a significant advance with a minimum 
amount of disruptions of the economy that we may effect. 

Senator Morse. I appreciate, Mr. Secretary, that the Fair Labor 
Standards Act is full of what you term to be arbitrary stopping points 
in various applications of the act. But I respectfully submit that I 
don’t know a single one of them that is quite as arbitrary and arti- 
ficial as the 100-employee tests, judging from the effect of that test 
on both the employees and the employer, because—I put it in the form 
of a question—don’t you think that there is a real danger that in many 
instances your test is going to result in a reduction of payrolls wher- 
ever an employer, hiring a small number of people over a hundred, 
thinks he can cut down enough to get below 100 and still make about 
as much or more than he made before when he hired 110? Isn’t your 
test in some instances going to be an inducement for firing? 

Secretary Mircnetyi. We don’t think so, sir. 

Senator Morse. You don’t think that would be the case, in any spe- 
cific case where the employer found that it would be to his financial 
advantage to cut his employees down to 98, for instance. 

Secretary Mircueii. We are talking about a yearly average of 100 
employees. 

Senator Morse. He will see to it that his yearly average is 98—he 
ean figure, too. 

Secretary Mrrcneiyi. Well, we don’t think that that will be a very 
effective way of evading the provisions of the act any more than you 
have spread throughout the act here now certain minimum coverages 
in terms of employees, which seem to be unfair, but if we are going 
to extend the coverage it seems to me that our recommendation has 
some logic and soundness to it. 

In the same way. of course, you could say that if you have a money 
retail sales cutoff that an employer might conceivably arrange to do 
$494,000 worth of business instead of $500,000 worth of business in 
order to evade coverage. 

Senator Morse. I do not think you are quite right. It is one thing 
for an employer to fire employees and another to stop selling. 

One of the things that gave me the greatest concern and puzzlement 
when I came to determine the sales was the matter of degree. But I 
do think it is quite a different situation when you look at the way 
business is operated. You are dealing with a test that provides this 
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arbitrary number of employees, and you have a great, great many 
businesses, so I am informed by such analyses that have been made 
up thus far by my assistant, who employ just a small number of people 
over a hundred who could very easily cut them back, because you can 
take it for granted that employers always ask themselv es, How can 
Isave money and therefore make more profit 4 

I don’t quarrel with that. I only take the position that the Gov- 
ernment, as the protector in this field of legislation, has the duty of 
passing legislation that gives the maximum protection to all employees 
without artificial discrimination by such tests as yours. 

Relating that now to this other line of questions that we were on, 
this small-business issue, I asked you if this isn’t the argument that 
employers have always made against labor legislation dealing with 
wages, hours, and conditions, “We can’t afford it. We can’t pay it. 
We ought to be exempt.” And as you exempt them on one criterion 
after aother, don’t you discriminate against the employers of the 
people you cover—and is that fair? 

Secretary Mircueti. Well, if you were to take that act solely asa 
social instrument, I suppose that there would be a lot of logic to your 
argument that if you were going to have a Federal minimum wage 
it should be applied right across the board to every single employee 
of every single employer in this country. 

Senator Morse. Over which the Federal Government has juris- 
diction ? 

Secretary Mircnett. Over which the Federal Government has 
jurisdiction. 

Senator Morse. I think that is the goal that we should be working 
toward. I think, as the economy can adjust to it, let’s go. I think 
we are ready for a more rapid advance toward that goal than your 
bill proposes. That is our difference. 

Secretary Mrrcneti. We don’t think so. 

Senator Morse. I want to bring that out in the record—what the 
differences are between this member of the committee and the Secre- 

tary of Labor. 

Secretary Mircueiy. I want to make this clear. Assuming the logic 
of your statement, I think a public official has to be aware of the length 
to which Congress can go in passing such legislation without causing 
undue disruption to employers and business. And it is on that basis, 
and on the basis of our concept as to the fair and equitable extension 
of the concept of interstate commerce, that we are making the recom- 
mendation that we do. 

Senator Morsr. You see, I am very willing to join in that issue 
because, you see, I happen to think that it is a responsibility of Gov- 
ernment to protect the economically weak from exploitation, whether 
the exploiter is a small-business man or a big-business man, if he 
insists on the right to collect a subsidy from his employees so he can 
stay in business. I am having this very pleasant colloquy with you 
this morning because I want to draw this line of difference and let 
the Congress and the people judge which philosophy we should follow, 
whether a Government policy that in effect gives the small-business 
man a kickback—that is what it amounts to, in my judgment. You 

ire proposing that we follow a test which says, in effect, to a small- 
business man: the Government is going to help you collect a kickback 
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from your employees, in that we are going to give you an advantage 
over employers of more than 100 men by permitting you to pay lower 

rages. Now, if that isn’t an economic kickback from employees, 
I don’t know what a kickback is, And so we come to grips, I say, 
Mr. Secretary, most respectfully, with this issue, whether you can 
justify as broad an exemption as I suggest your exemption does, from 
the standpoint of both sound political policies in a democracy and 
what I think is to the economic advantage of all businessmen. When 
I am talking about as universal a minimum wage under the interstate 
commerce clause as possible, I am also talking about an impetus to 
the ringing of the cash registers of small- business men that they 
sorely need, and by way of increasing the purchasing power of these 
employees who, under your proposal, would lack purchasing power. 

There is this conflict of philosophy. I respect the sinc erity of your 
position. I just don’t agree with the social and economic result. And 
certainly, as my first questions will show, I don’t agree with your 
conclusion that this is going to result in economic disjointure. On 
the contrary, I think it is going to result in great economic impetus 
toward providing purchasing power. 

But I haven’t any right to sit up here and make a little speech, Mr. 
Secretary, without giving you an equal opportunity to comment for 
the record. I always try to be fair in these hearings, but I would 
be less than honest if I didn’t say I am very much disturbed about 
the philosophy of your limited coverage p1 roposals. I don’t think 
you can escape the fact that where it is “applied, it amounts, in fact, 
to the Federal Government saying we are not going to protect those 
employees, we are going to permit, on the ground that that is the only 
way that they can have a job from that employer, we are going to 
permit a situation where they have to work for less than a decent 
minimum wage. 

And I don’t think the Government has the right to encourage that 
kind of discrimination, and I don’t think there is a small-business man 
in the country who has the right to collect that kind of subsidy. 

Secretary Mrrcnety. May I just add, Senator, very respectfully, a 
point that I made before, that we are talking now of an expansion of 
the coverage of the Fair Labor Standards Act, and that our proposal 
isa proposal which we sincerely believe to be a liberalizing of the act 
to a greater extent than it has ever been liberalized before. 

Senator Morse. Well, certainly it is a change, but not a fast enough 
one. Thisis 1957. American businessmen, lar ge and small, have had 
an adjustment period. And if you talk to them, they let their hair 
down, so to speak, in the privacy of their offices. They say, we know 
it is coming, but give us a little more time. I realize that they like to 
have a little more time to have the economic advantage of the present. 
But it is the decision that is important. I have worked in this field 
of economic decisions long enough to know that in most instances most 
of the dire predictions, all the scarecrow arguments about what is go- 
ing to happen if we hand down a decision that is progresesive and 
socially just, just don’t come about. Businessmen make the adjust- 
ment. And usually, as a result of it, they come back subsequently and 
thank you for the decision. 

And that is why I have been so pleased, that so many small business- 
men, to my complete astonishment, when I thought I would be getting 
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mail in asbestos envelopes, have written me to the effect that, “Weill, 
we know that it is probably the time that we ought to take this step.” 
And I want to stress this matter of decision, because I think in 1957, 
with rapidly increasing dislocations in business in this country, with 
my State probably the “hardest hit of any State in the Union, as your 
own Department figures show, we ought to increase the purchasing 
power of anyone who is now below a decent minimum w age, and then 
we ought—by way of assistance to the private enterprise system— 
in keeping with the 1956 Employment bill, to provide the jobs, if small 
business can’t provide them and pay a dec ent Ww: age. 

And that is not politics for me to say that. 

You weren’t here the other day when I had a little discussion with 
the witness before us about the position I took some years ago on 
laundry wages. Employers then said they couldn't pay 25 cents an 
hour, because if they had to pay 25 cents an hour employees would do 
their laundry in the basement. 

In my decision I said, “The quicker they get in their basements the 
better.” I never accepted the view that the Government ought to be 
a party to imposing on the backs of workers a law that permits an em- 
ployer to hire them below a decent wage. And it is not in the logical 
interest of the employer either. 

And you suspect—and I am glad you do—that that is a matter of 
public policy. I think once we get the issue clear, as far as I am con- 
cerned I am willing to let the people decide it through the mandate 
that they give to the men that sit in our positions up here. But I think 
since 1938 there certainly has been time for the adjustment necessary 
for the Congress now to express in the bill this year an expanded policy, 
a broadened nolicy. I have read those early debates, and it wasn’t 
the intention in 1938 that Congress was then passing the final order on 
any phase of this problem, amount, coverage, number of employees, 
sales, or any of the other criteria that we have been discussing. 

I won’t go ahead, because much that I would say if I continued ought 
to be said in executive session of the committee or on the floor of the 
Senate, except this, Mr. Secretary, that I studied very carefully your 
testimony , and I apologize to you for not having been here when you 
testified before, because I was attending another committee meeting 
of vital importance to my State, concerning the denial by the admin- 
istration of information to Members of Congress about the funds re- 
quired for flood control and power projects. And I am glad at least 
to have this exchange with you on the record this morning. 

Senator KENNEDY. It is now 5 minutes past 12. We have another 
witness this morning, Mr. Leader, from Alabama. I am wondering 
how long the questioning will continue. 

Senator Morse. Quite a while. 

Senator Kennepy. Off the record. 

(Discussion off the record.) 

Senator Kennepy. Then we will go on for another 45 minutes. 

Senator Morse. I will surely be through in 45 minutes—that is not 
a promise—TI want to be fair to the Secretary. T think we ought to find 
out what the pleasure of the Secretary 1 is, if it is more convenient for 
him to come back here later in the day or the week, I will certainly 
accommodate myself to the Secretary. 

Secretary Mitcuety. I just want to say that I appeared here at the 
opening of the hearing, and unfortunately Senator Morse couldn’t be 
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here, and I agreed to come back. In my naivete I assumed I would 
be here a half an hour or an hour to complete my testimony, so that 
as far as my schedule is concerned I would appreciate it if I were to 
be released by the committee this morning, because it would be im- 
possible for me to come back this afternoon, because I am leaving town 
and will not be back for several days. So I would appreciate it if the 
Senator and the rest of the committee would finish with me this morn- 


ing. 

Bi bie Kennepy. Fine, Mr. Secretary. 

I wonder if it is possible for Mr. Leader to come in tomorrow morn- 
ing at 9:30. 

Senator Hinz. I wonder if you could hear Mr. Leader this after- 
noon? You can’t get to him this morning. 

Senator Kennepy. We may have to get permission. 

Senator Hixxy. I think that wouldn’t be too hard. You are not 
going to take any action in executive session. 

Senator Kennepy. That is fine, Senator. If we can get permission 
of the majority and minority leaders, would it be agreeable to you to 
come at 2: 15 this afternoon, Mr. Leader ? 

Mr. Leaner. Yes, that will be all right, sir. 

Senator Kennepy. Fine. Unless there is a contrary decision, then, 
the subcommittee will hear Mr. Leader at 2:15, Senator Morse. 

Senator Morse. Mr. Secretary, what would be a convenient adjourn- 
ment period for you this morning ? 

Secretary Mircue.y. If I could leave here at a quarter of one it 
would help me considerably. 

Senator Morse. I will be through then. Any question I don’t cover 
by then I will give to you in writing, and you can reply to it in writing. 
Some of them may be technical, and perhaps that would be better 
anyway. 

Senator McNamara. Will the Senator yield for a moment at this 
point ? 

Senator Morse. I would be delighted to. 

Senator McNamara. I would like to ask the Secretary, on page 7 
under “exemptions,” subsection 13 of the existing bill, I have received 
a great deal of protest from a telegraph company and its substations— 
you will be familiar with that without looking it up, I am sure— 
about employees in drugstores and general stores and such places in 
small towns, who say that they will practically be put out of business 
as far as telegraph service is concerned in a great many communities 
if that exemption applies. 

It seems to me that that is a fallacious position, because of the fact 
that the $500,000 limitation will, I think, exempt them almost 100 
percent. Do you agree with that or not ? 

Secretary Mircnenxi. If I understand your question, Senator Me- 
Namara, you are referring to those people who are employed by 
retailers? 

Senator McNamara. And the stores, drugstores, and such places, 
who have incidental telegraph orders. 

Secretary Mircneii. The test for coverage, it would seem to me, 
would be as to the employer-employee relationship. If the employee 
is an employee of the drugstore owner and not of the telegraph com- 
pany, his coverage would be governed by whether or not the drugstore 
was covered, not whether the telegraph company was covered. 
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Senator McNamara. Even so, wouldn’t the $500,000 generally 
exempt him in small towns? I can’t visualize the smalltown store 
doing a half million dollars’ worth of business generally. 

Secretary Mrrcnety. Well, I don’t know, that is a matter of conjec- 
ture and study. But in answer to the question on the basis of coverage, 
it would seem to me the kind of employee that you are describing 
would be covered by the status of his employer, whatever that may 
be, whether the employer is covered or not. 

Senator McNamara. Well, he would be the employee of the store, 
the candy store. 

Secretary Mircne yt. That is right, and not the telegraph company. 

Senator McNamara. Well, it would be very unusual, I would 
assume—you would know better than I—for the business to exceed a 
half million dollars under these circumstances. 

Secretary Mircue .. If it is the kind of a store, country grocery 
store, and so forth. 

Senator McNamara. Those are the kind of stores that generally 
have this incidental telegraph service. 

Secretary Mircuet.. “Yes, sir. 

Senator McNamara. And they make the point that the town would 
be without service if this exemption 13 isn’t in there. 

Secretary Mrrcuetz. It doesn’t seem to me to be a valid objection. 

Senator McNamara. That isall. Thank you. 

Senator KenNepy. Senator Morse. 

Senator Morse. Mr. Secretary, how small would you say business 
really is if it purchases at least a million dollars worth of goods 
directly outside of the State? 

Secretary Mircuett. Well, I don’t think it is small business, Sen- 
ator, it was not our intent to attempt to cover small business. Our 
intent was to extend the coverage to those enterprises which are truly 
interstate, such giant enterprises within the State that bring goods 
across the State lines. So I would not think in the areas which we 
are discussing, which is the retail and service industries, that a con- 
cern that brought a million dollars worth of goods across the State 
lines and employed a hundred people would be essentially small 
business in that industry. 

Now, another kind of industry such as manufacturing, in such an 
industry it is conceivable that that kind of business might be deemed 
to be small business. But among retailers that is not small business. 

Senator Morse. One of the things that concerns me about your 
testimony is, again taking a hypothetical case—as you just have to 
do to discuss the application of the bill—you have business X that 
makes $500,000 or more purchases across State lines and employs 50 
people, and under your test the law wouldn’t apply. 

Secretary Mircueiu. That is right. 

Senator Morse. But I will say that it certainly is not a small busi- 
ness, and to use the argument that employers give, I think you dis- 
cover in many of those instances that the ability-to-pay argument 
if made would be just fantastic. And yet once we take your test he 

can just go his merry way, that employer, and pay less than the 
minimum. Don’t you think as legislators we have to give weight to 
that and try to get some language in here that at least avoids the 
possibility that an employer can evade coverage because he can, ar- 


range to have fewer than a hundred employees ? 
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Secretary Mircnety. On the basis of our studies, Senator, the rec- 
ommendation that we have arrived at is the soundest that we can 
recommend and still keep within our concept of truly interstate 
commerce and the act’s concept, and also a base of our studies as to 
the impact or the imposition of the dollar minimum wage which, as | 
said before, is one that we feel we must be constantly concerned with. 

Senator Morsr. Mr. Chairman, to tie this matter down to the rec 
ord as far as pointing up the difference in policy for which the Sec- 
retary argues and which I contend as author of the bill, I would 
like to have the chairman advise the staff that I will look to it for 
research and assistance on the point the Secretary has just made in 
dealing with the question of what effect this would have on a typical 
cross section of small businesses across the coun try. In my judg- 
ment the Department of Labor is wrong in its conclusion that the 
arbitrary test that the Secretary proposes both as out-of-State pur- 
chases and as to number of employees would not discriminate in favor 
of many businesses in this country perfectly able to pay, which would 
be completely protected under his test. 

And I want to make very clear that my assistant on the staff would 
be instructed to cooperate in this researe +h analysis. Because I think 
here is a fact that there is no sense in our arguing about, you can’t 
argue about facts, you shouldn’t, you should find what they are. And 
I think it is an ascertainable fact as to what will be the effect of the 
Secretary’s test on the cross-section analysis of what small businesses 
in this country employ a hundred people. 

Senator Kennepy. I say to the Senator that Dr. Levitan in his 
analysis of retail trade for the Library of Congress, which has been 
very helpful, has given some figures showing that the sales per person 
in retail trade, by size, 1954, for firms having a total annual sales of 
$5 million and over, the total was $20,500; from $1 million to $2 
million it was $33,500: and from $500,000 to $999,999 it was S29.400, 
which would indicate that the firms under 2 million and above 
500,000 had a higher sales substantially per person, one and a half 
times as much, as the firms over 5 million. 

Now, Dr. Blum made this statement in his survey in 1955 for the 
committee : 

The differences in the relative significance of payrolls of multiunit firms and 
of all firms indicated that wages and salaries in the large multiunit establish- 
ments amount to a slightly higher percentage of the sales dollar than they do in 
snialler stores. To the extent to which this situation prevails, and to the ex- 
tent to which there are no compensating factors, the impact of minimum-wage 
legislation on the smaller firms would be relatively less than on the larger 
firms. The competitive position of the smaller firms would therefore—other 
factors assumed to be equal—be improved rather than weakened. 

It would seem to me that the staff should attempt to carry out 
further research such as you suggested, which I think is very impor- 
tant, but I do think it is obligatory on the Department of Labor, 
which is making the assertion that the smaller firms would be unable 
to bear this burden, to prove that fact, in view of the statements made 
by Dr. Blum and the studies by Dr. Levitan of the Library of Con- 
gress. 

Senator Morsr. I agree with the chairman. And TI have some ree- 
ommendations I will make to the Department of Labor for further 
information when he finishes. But I think we should also ask Dr. 
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Levitan to supplement his study. What you have given to me is 
helpful. And Mr. Bernstein has called that to my attention. But 
it still deals with it more as to its effect in general rather than its 
specific effects, and I would now like to have it supplemented by 
giving some substantiated ex: unples of what the Secretary’s test w ould 
do to ‘certain businesses in various locations in the countr y: 

And, having mentioned it, I know the Secretary and his Bureau 
of Labor Statistics want to cooper ate, and anything that they can do 
to help us, whether it thoroughly supports the test or not, would be 
appreciated. I just want to know what the effect of your test is going 
to be on what I fear is the substantial number of businesses in this 
country that will reap a harvest, so to speak, out of the exemption. 

Senator Kennepy. I am sure that Dr. Levitan and the staff, to the 
maximum extent that the figures are available, will be glad to get all 
the additional information they can. 

Secretary Mircnen.. 'To the extent that we have figures available, 
as we have in the past, we will cooperate in full. (See p. 918 and 
p. 921.) 

Senator Morse. Now, Mr. Secretary, how much good would the 
$1-million “inflow” 100-employee test do if about five-sixths of the 
employees to be covered already earn $1 an hour, and your proposal 
exempts them from the overtime provisions of the act? 

Secretary Mircnen.. If I get clear what you are saying, you are 
assuming that five-sixths of ‘the employees are already covered by 
the act ¢ 

Senator Morse. They get more than a dollar an hour. 

Secretary Mircnety. But they are not covered by the act. 

Senator Morse. Let’s take it both ways; let’s take a hypothetical 
where they are and a hypothetical where they are not. 

Secretary Mircureti. Of course, where they are not covered by the 
act, where the enterprise or the employees are not now covered by 
the act, it would mean that the one-sixth remaining who do not get 
a dollar would get a dollar. 

Senator Morse. They would be helped. 

Secretary Mrrcnett. And I don’t: know of. any situation, under our 
recommendation, where employees are now cov ered by the act, where 
we would be removing the overtime exemption. 

Senator Morse. If “they are not covered by the act, you don’t now 
propose to cover overtime ¢ 

Secretary Mrrcuety. We do not propose, that is true—we do not 
propose to remove the overtime provision where it now exists. So 
in the case that you cite the effect would be that the one-sixth of the 
total employees who do not now get a dollar would get a dollar. 

Senator Morse. Now, as to the overtime situation in a plant that is 
not now covered—— 

Secretary Mircureiy. We are talking mainly here, sir, of retailing 
and service trades. 

Senator Morse. That is right. This particular line of questions is 
related to retail and services. 

Secretary Mircneu.. Yes, sir. 

Senator Morse. Would you be opposed on this overtime matter to 
a gradual reduction in maximum hours, say, starting with 40 to 46 
hours, ! ‘educing it from 40 to 44 in 6 months, and reducing it from 44 
to 40 in an additional 6 months? 
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Secretary Mircueti. Yes, I think I would, Senator, for the reason 
that the hours over 40 vary in this industry considerably. 

Those States that have State minimum wage legislation in this 
area, and they are progressive States—New York, New Jersey, and 
others have recognized the practice of the industry and have not im- 
posed maximum “hours, to my knowledge. I think Massachusetts at 
the moment is considering maximum hours. The problem is, if you 
establish maximum hours—let’s assume that you establish a maximum 
of 46 hours—that it is likely that those enterprises which now work 
their employees 44 hours or 42 hours would automatically increase 
their hours to 46, that is one of the problems that you are confronted 
with when you establish a maximum of this kind. 

Senator Morse. Do you think that would be true in an organized 
store? 

Secretary Mircuetyi. No, of course not. But only a small portion 
of this total industry that we are considering is or ganized. I would 
guess that most of the collective bargaining agreements in this indus- 
try now provide for a 40-hour week. I would be pretty sure of that. 

Senator Morse. I just wanted to know. 

Secretary Mrrcnety. Yes, I would guess that. 

Senator Morse. I assume that more of them would be limited to a 
40-hour week at straight-time pay under collective-bargaining agree- 
ments than they would in unorganized stores. But I understand that 
the Department, at least at this time, would not look with favor upon 
so-called gradual reduction of straight-time overtime as far as ap- 
plic: ability of the act is concerned. 

Secretary Mrrcnetu. No, sir. 

Senator Morse. But I suggest a gradual reduction because, as I 
have indicated before, we will move more rapidly than I think the 
Department is ready to move. I think if there is anything to your 
overtime argument we ought to give consideration to a program of 
graduality. We might start that way. 

How do you square that with your observations made in the last 
few minutes? Do you think it ought to be pretty much a blanket 
application at the minimum to those employees that fall within the 
jurisdiction of the Federal Government ? 

Employers have had since 1938 to get ready for it. And I think we 
are ready for it. 

I think they are perfectly willing to take advantage of the further 
delay, I think they know what is coming, and I think it is time to 
apply the minimum, and it is time at least to start reducing straight- 
time hours. 

Now, many employees in enterprises we are talking about are now 
covered under the individual-employee test; their employers have to 
keep records for both wage and overtime purposes. Under your 

proposal a newly covered employ ee of the same enterprises w ‘ould 
be subject only to a dollar-minimum provision. Doesn’t this mean 
different sets of records to be kept for those now covered and those 
to be covered, and will not this add to employer complaints and 
employer confusion ? 
Secretary Mrrcuety. I think the premise is wrong, Senator. 
Senator Morsr. That is what I wanted to correct, if it is. 
Secretary Mrrcnetz. I think the premise is wrong, that except per- 
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in the main had no employees who were covered. I would like to 
refer that to our technical people, but in general we do not believe 
from our experience in administering the act that our proposal causes 
any undue hardship as far as the employer is concerned in keeping 
records. 

Senator Morsr. Would you give us, in the interest of time, a mem- 
orandum on that? Let me state it for the record so that you have it 
word perfect. 

My statement is this: Many employees in these enterprises we are 
now discussing are now covered under individual-employee tests, and 
their records must be kept for both wage and overtime purposes. 
Under the Labor Department’s proposal, as I understand it, newly 
covered employees of the same enterprise would be subject only to the 
dollar-minimum provision. Would this not mean that different sets 
of records would have to be kept for those now covered and those to 
be covered, and would that not result in many employer complaints 
and increase of confusion among employers? 
memorandum on that? 

Secretary Mircnexn. Yes, sir. 

(See supplemental data, p. 917.) 

Senator Morse. Now, Mr. Secretary, in 1955 you testified before the 
committee— 


Will you give me a 


Yes, I am opposed to a dollar minimum on the basis of the arguments I am 
presenting here. 


And one of the arguments you stressed in those hearings was that 
employers would find it hard to adjust. In March 1957 the interim 
report of the Department on effects of the $1 minimum wage at page 4, 


setting forth the Department’s preliminary conclusion, reads as 
follows: 


First, the minimum wage increase had not, by December 1956, resulted in 
any substantial changes in the economic situation of the Nation as a whole, as 


measured in terms of trends in employment, unemployment, price levels, and 
other economic indicators. 


Price increases for some products of low wage industries appeared to be attrib- 
utable, at least in part, to the minimum-wage increase. However, prices for other 
products of low-wage industries did not increase during the first few months 
of the $1 minimum wage. 


Some employers reported improvements in plant efficiency resulting from the 
necessity for adjusting to higher costs per hour of labor. The reports obtained 
thus far are few in number, however. 

Now, even assuming the very preliminary character of the findings 
of the Department, don’t you think that they show that at least some 
of your fears expressed in 1955 were not well founded ? 

Secretary Mrrcvety. I do not believe the term “well founded,” is 
the proper one, Senator. 

Senator Morse. Well, let me change the question: Did your pre- 
diction of hardships come to pass? 

Secretary Mrrcnet. Well, there are many factors that came into 
the situation. We had the year following 1955 a booming economy 
with wage increases of considerable size in all segments of the economy. 
And the report from which you just read is an interim report, the full 
effects of the dollar are not known yet to our Bureau of Labor Sta- 
tistics. So that this, too, is a matter of difference of opinion as 
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of the time. And there are some factors that have entered in since 
then. 

And the full effect of the dollar minimum wage is not yet known. 

Senator Morse. I understand that. But in contradistinction to it 
I would think that this illustrates the point I made earlier, it is the 
decision that is important. If you think that there is a justifiable 
need and social justice involved in a particular proposal, our faith 
in this economy of ours ought to be such that we have complete confi- 
dence that we can adjust to a proposal that does justice to our work- 
ers, and that in the long run will be to the great advantage of the 
employers. 

I agree that this is an interim report, but it is very much in line 
with so much of my experience in this field. There are always fears 
expressed when we are in the crucible of burning discussion over a 
given legislaitve proposal such as this one. If we only could in some 
magic way put ourselves 5 years ahead or 2 years ahead, we would 
see that these present fears are pretty well unfounded. It goes to 
what I sometimes put as follows: We should have faith that this 
capitalistic system of ours cannot only adjust to, but will profit from, 
legislation that is fair to the workers and consumers of the country. 
And I am not at all surprised at these interim findings. And I will 
be very much surprised if your final report doesn’t bear them out, 
that the action that we took for the dollar minimum proves to be 
to the economic advantage of industry, and not to its disadvantage. 

That is why I think that the coverage I am pleading for, and my 
rejection of your test of a hundred employees, and my rejection of 
some of your other proposals, is based on my faith that this economy 
will adjust and to the advantage of business. 

This task of mine here in the Senate is trying to work today for 
legislation that protects some interest of employers and tomorrow 
some legislation that protects some interest of workers and the next 
day some legislation that recognizes the duty of the Government itself 
to come to the economic assistance of some unfortunate group in our 
country. If we didn’t have that kind of faith in our economy, then, 
believe me, I would be running from one legislative cornfield to another 
frightened to death by the scarecrows erected in each one. 

I speak most respectfully, Mr. Secretary, when I say in a most 
friendly manner, I think you are too fearful of this legislation. 
So many of your arguments are similar to the arguments made : against 
the Norris-La Guardia Act, the Wagner Act, the original Minimum 
Wage Act. I understand your responsibility as Secretary of Labor 
too—I can’t possibly understand it as you do—but I do wish we 

Secretary Mrrcners. You are one of the few people that doesn’t, 
Senator. 

Senator Morse. I wish we could narrow our area of disagreement 
over social and economic objectives of needed legislation in this 
field, because I am satisfied that if we can get rid of your fears we 
might have a pretty strong proponent. 

Secretary Mircue.y. I would like to have the opportunity of dis- 
cussing it over a cup of coffee, the philosophy. 

Senator Morse. gS long as it is coffee. Now, I am almost through. 

Don’t you think that these tentative findings of your Department 
at least show that these wage increases were not inflationary, and that 
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the inflationary argument of 1955 made by those that opposed cover- 
age is pretty much “disproven 4 

“Secretary Mircueti.. Well, the tentative report, yes, the tentative 
study may do that. We would not be making this proposal if we 
thought it was inflationary either. 

ueeene Morse. Do you think, Mr. Secretary, that substandard 

yages are ever necessary to combat inflation ? 

" ebreta ary Mircnens. Substandard wages necessary to combat in- 
flation? No. 

Senator Morse. Do you think they are never necessary to combat 
inflation ? 

Secretary Mircueru. It seems to me that justice dictates that sub- 
standard wages should be eliminated to the extent that the economy 

can do so without great disruption. Of course, that is our constant 
objective, as far as we as administrators in the Department of Labor 
are concerned. 

Senator Morsr. Please understand, I don’t attribute this argument 
to you, because you certainly haven’t made it, or your spokesmen, 
but there have been : some opponents of the bill who have made it. 
Their argument is to the effect that you have to maintain this right of 
industry tc pay wages that some of us think are below standard in 
order to combat inflation. 

I think, of course, it is a highly fallacious argument. So on the 
basis of that premise T ask you this question: Do you think that the 
new purchasing power that is made possible by such legislation in its 
present form or modified form, even to the extent that there be some 
improvement over the present by your proposal, would deal with an 
economic group in our country that would use that increased pur- 
chasing power for the purchase of food and clothing and the other 
necessities of life, and therefore be a direct benefit to the retail mer- 
chants of the Main Streets of America? 

Secretary Mrrcnery. Certainly any increased income from any 
source goes—particularly to people of lower incomes— to the pur- 
chase of consumer goods, and to the extent that this expansion of 
coverage would increase income, of course it would have the effect of 
increasing the purchase of similar goods. 

Senator Morse. And to that extent it would also be anti-inflation- 
ary to the extent that it makes unnecessary other expenditures for 
Federal commodity purchases, public assistance and other Federal, 
State and local expenditures ? 

Secretary Mircuetn. Well, I am not enough of an economist to 
comment on that, Senator. 

Senator Morse. Well, let it relate to only one segment of the infla- 
tionary problem. Certainly it would be anti-inflationary in connec- 
tion with those aspects of inflation that might becaused by a lack of 
purchasing power, which would stimulate. production, and as you 
stimulate production and you increase consumer goods and kept them 
in balance with your purchasing power, you check inflation. 

Secretary Mircnen. I wonder, Senator, if this kind of legislation 
is designed for that. After all the purchasing power of this « country 
comes in the main from the wages that are paid, and comes about as 
a result of collective bargaining agreements between employees and 
employers, certainly the wages of the steel worker and the automobile 
worker have little relation to the minimum wage. 
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Senator Morse. Granted. But if you increase the coverage—there 
are a good many thousand workers in this country who are not getting 
a dollar an hour, whatever that increase is going to be, a larger per- 
centage of it is going to go directly into the cash registers of stores 
on our main streets, isn’t it ? 

Secretary Mrrcneuy. If the people continue to be employed. 

Senator Morse. There again I think it is perfectly proper for you 
tosay that. But the point j is that if they are not, we should get addi- 
tional legislation to get them employed, and I think Congress has 
already expressed that in 1946, and I don’t know of a single } person— 
there may be some—I haven’t heard anybody say on either aisle of 
the Senate publicly oppose the intent of the 1946 act. 

Secretary Mrrcnexxi. As I said, I hate to leave. I would like to 
leave at a quarter of one. Is it possible that your other questions 

Senator Morse. I am going to finish in a minute. 

Secretary Mircuert (continuing). Might be answered by letter? 

Senator Morse. I am going to be through with this question. Any 
other question I will submit to you in writing. 

Secretary Mrrcweii. Thank you. 

Senator Morse. Many witnesses, Mr. Secretary, before this sub- 
committee have opposed extended coverage of the Fair Labor Stand- 
ards Act as an infringement on States rights and priv ate enterpr ise, 
At least one implied, “That it represents many ‘isms’ but it does not 
represent ‘Americanism.’” I might add that this last characteriza- 
tion was in testimony that opposed even your limited proposal, 
though in all fairness, it was not directly specifically at any proposal, 
it was just directed to any idea of any legislation on the subject. Do 
you agree with any of these characterizations ? 

Secretary Mircuett. I agree that our proposal does not invade the 
States rights. And I agree that labeling social legislation of the 
character of the Fair Labor Standards Act and many others as not 
Americanism is completely wrong. 

Senator Morse. And I will submit to you in writing, Mr. Secre- 
tary, some other questions. But one of those questions—and I would 
like to have a memorandum on it, because you have referred to it 
briefly in a statemen g—and that is your position in re- 
gard to the relationship between the legislation we are considering 
and State administration of the State minimum wage laws, because I 
would like to find out to what extent we agree or disagree in that 
field. 

I certainly have no objection to the State laws. I am worried, may 
I say—keep this in mind w hen you prepare the memorandum—I am 
concerned about what I fear in the Senate is a growing tendency on 
the part of some to propose a further delegating away from the Fed- 
eral Government of interstate commerce powers; I call it “antifeder- 
alism.” And I am very much worried about any proposal that would 
delegate away from the Federal Government its full constitutional 
power under the interstate commerce clause or any other section of the 
Constitution. 

When this question is put to you I would like to have a memo- 
randum of your position on it: to what extent the Department of 
Labor is willing to delegate authority to the States, as we already 
have, in my judgment, too much in the National Labor Relations law, 
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to take over the administration and the supposed protection of the 
workers of this country in regard to the minimum-wage laws? 


ete Mrrcue.u. I would be very glad to do that, sir. (See 
p. 919. 


Senator Morse. And I close, Mr. Chairman, by saying on this point 
that I am strongly of the opinion that the Congress should not relin- 
quish one iota of its Federal jurisdiction in the field of labor legis- 
lation, or in any other field involving the social and economic rights 
of the American people, because I think it is our duty in Congress to 
give protection to all the people and not have that protection be de- 
pendent upon the States. 

Mr. Secretary, I hope that we have demonstrated that men of dif- 
ferent opinions on many things, at least, can seek sincerely, as you 
and I have this morning, to discuss impartially our respective views 
and our differences. And I want to say that I appreciate your testi- 
mony very much. 

Secretary Mircnetyi. Thank you, sir. 

Senator Kennepy. I want to thank you also. 


The subcommittee will now adjourn and meet again at 2:15 this 
afternoon. 


(Whereupon, at 12:45 p. m., the subcommittee took a recess to re- 
convene at 2:15 p. m. of the same day.) 
(The memorandums requested follow :) 


DEPARTMENT OF LABOR, 
WAGE AND Hour AND PuBLIC CONTRACTS DIVISIONS, 


Washington, D. C., April 16, 1957. 
Hon. JoHN F. KENNEpy, 


United States Senate, Washington, D. C. 


DEAR SENATOR KENNEDY: This is in response to requests made by you and 
Senator Morse of Secretary Mitchell, on which he offered to submit available 
information. 

Memorandums were requested on record-keeping problems, the impact of the 
minimum wage on small retail firms, Federal and State administration of 
minimum-wage laws, the Labor Department’s comment on Mr. Ruttenberg’s 
estimates of increased coverage under 8. 1267, and the differences in the coverage 
estimates for 8. 1267, submitted by Mr. Ruttenberg and by Dr. Levitan. These 
memorandums are attached. 

A request was also made by Mr. Stone, of your staff, to Mr. McDermott, for 
information on the percentage of workers who would be eligble for coverage if 
the $500,000 test of S. 1267 were used and who are being paid less than the median 
amounts ($1.15 and $1.28), which various State studies indicate are required 
by a single woman with no dependents. I regret that such information is not 
available. 

Sincerely yours, 


NEWELL Brown, Administrator. 
RECORDKEEPING PROBLEMS 


At the time the Secretary testified before the subcommittee on March 25, 
Senator Morse asked for a memorandum commenting on whether, under the 
Secretary’s proposal, minimum-wage coverage would not be extended to some 
employees in firms where presently covered employees were subject to both 
minimum wage and overtime. It appeared to be Senator Morse’s view that this 
would require that different types of records be kept for the newly covered 
employees than for the presently covered employees, and would constitute a 
hardship for employers and cause confusion. 

The only area where coverage will be substantially extended by the Secretary’s 
proposal to firms with few presently covered employees is in the field of con- 
struction. These newly covered employees will be subject to both minimum 
wage and overtime, so no confusion or hardship should be caused in these firms. 

In other cases, the effect of the proposal would be to extend only the minimum- 
wage provisions of the act to employees of establishments where, at present, no 
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employees are subject to either minimum wage or overtime. This would be true, 
for example, of the retail stores of most of the large retail enterprises affected. 
This also would not cause confusion as there is only one type of record required. 

In some cases, as in the telephone industry and with firms employing seamen, 
the minimum wage but not the overtime provisions of the act would be applied to 
some employees in firms where there are already substantial numbers of 
employees presently subject to both. However, this situation already exists under 
the present act. Truckdrivers, for example, are frequently exempt from over- 
time and work for many firms where other employees are subject to both require- 
ments. This has not resulted in confusion or caused any hardship which has 
come to the attention of the Department of Labor. 

The reason for this is that the recordkeeping requirements of the act are 
aimed only at providing information to determine compliance. No particular 
form for records is required ; rather the requirements are that certain informa- 
tion be recorded and be available. The form in which the information is recorded 
is entirely within the discretion of the employer. Thus the only differences 
between the requirements for an employee subject to minimum wage only and 
one subject to both minimum wage and overtime are that (1) the basis on which 
overtime is computed, and (2) the amount of overtime paid, are not required 
to be recorded for employees not subject to the overtime requirements, for 
obvious reasons. 

The usual practice in firms of the size which the Secretary’s proposal would 
affect, those with 100 or more employees, is to keep records containing all or 
most of the information required by the act. The application of the record- 
keeping requirements of the act to such firms might require that 1 or 2 additional 
items be recorded, but it should not require changes in existing practices. 





THE IMPACT OF THE MINIMUM WAGE ON SMALL RETAIL FIRMS 


Dr. Blum’s and Dr. Levitan’s reports contain tables based on the 1948 and 
1954 censuses of business, which show some tendency for total wage cost ratios 
to sales in retail trade to rise as the sales size of the firm or establishment in- 
creases. From the 1948 table on multiunit firms (table 116), Dr. Blum concludes 
that the minimum wage would have more effect on the larger establishments “to 
the extent that there are no compensating factors.”’ Because there is consider- 
able variation in the wage-cost trend for the different retail lines, Dr. Blum also 
limits his conclusion to “the extent to which this situation prevails.”* It should 
be noted that the higher wage cost ratio in larger enterprises may be due to the 
additional functions, such as wholesaling, which they commonly perform for 
themselves. 

Dr. Blum states in his further discussion of wage costs in retail trade that 
sales personnel are “generally speaking the major low-wage group of employees” * 
in retail trade. He adds that an extension of the coverage of the Fair Labor 
Standards Act to retailing would have its greatest impact on this group. 

Although wages of sales personnel as a percentage of sales are not available 
for retail trade generally, they are available for department stores. In the Na- 
tional Retail Dry Goods Association study, merchandising and operating costs 
of 1955, sales persons’ wages as a percentage of sales amounted to 9.1 percent 
in the smaller stores; 8.7 percent in stores with an annual sales volume of under 
$1 million; 7.4 percent in stores with annual sales volume of $1 million to $2 
million ; 6.9 percent in stores with $2 million to $5 million; and 6.6 in stores with 
*5 million to $10 million. The percentage for department stores with a sales vol- 
ume of under $1 million was thus higher by 1.8 percent than for stores with sales 
volumes of from $2 million to $5 million, and the difference was even greater as 
sales volume increased. Similar figures, which show the same trend for the 
preceding year are given in the Blum report.* 

In his statement that the impact of a minimum wage would be greater on the 
larger establishment, Dr. Blum says, as was indicated above, that this is true 
to the extent that “there are no compensating factors.” Large organizations 
may have more opportunity to cut other costs and they may be in a position to 
increase worker productivity much more easily than smaller establishments. 





1 Blum report, p. 142. 
2 Blum report, p. 148. 
3 Blum report, p. 147. 
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Barger, in “Distribution’s Place in the American Economy Since 1869,” found 


that a definite correlation between size and chain organization, and advances in 
productivity existed. 





FEDERAL AND STATE ADMINISTRATION OF MINIMUM WAGE LAWws 


The areas within which Federal and State agencies may appropriately act in 
the protection of minimum wages have been the subject of consideration by the 
Congress, by the State legislatures of many of the States, by the Commission on 
Intergovernmental Relations, and by the Department of Labor. 

Materials submitted to the Subcommittee on Labor, Committee on Labor and 
Public Welfare, in 1955 and again this year reflect the extent to which the field 
of minimum wage regulation has been occupied by the States. Detailed informa- 
tion with respect to the application of State minimum-wage laws is contained in 
publications of the Department of Labor as supplemented from year to year. 

The Congress, in enacting the Fair Labor Standards Act of 1938, recognized 
the interest of the States in minimum-wage regulation even in areas covered by 
the act. Section 18 of the act expressly preserves the effectiveness of any State- 
established minimum wage standard which is higher than the standard estab- 
lished under the act. This is in accord with the recommendation of the Com- 
mission on Intergovernmental Relations that “when a national minimum standard 
is imposed in a field where uniformity is not imperative, the right of States to 
set more rigorous standards should be carefully preserved.” 

Also, in enacting the Fair Labor Standards Act, the Congress made provision 
in section 11 of the act for the utilization, with State consent, of State agencies 
for the purpose of carrying out functions and duties prescribed by the act and 
for reimbursement of such agencies when such arrangements are made. The 
Department of Labor has issued regulations to implement this provision of the 
law and does, at the present time, utilize the State labor department of one of 
the States (North Carolina) in the administration of the Federal minimum wage. 
Under the similar authority applicable to the child-labor provisions of the act, 
cooperative action on work certificates for the employment of children is in effect 
with 44 of the States. 

As Secretary Mitchell has indicated in his testimony in 1955 and 1957 before 
the subcommittee, there are some areas peculiarly appropriate for Federal mini- 
mum wage regulation, whereas in. other. areas the. essentially local character of 
certain business argues for an exercise of State, rather than Federal. authority. 
The Secretary made the following reference to this subject in his testimony 
before the Subcommittee on Labor, February 25: “Within the area in which 
Federal action in establishing and maintaining effective minimum wage standards 
is clearly appropriate, action should be taken promptly.” 

The subcommittee has requested the Department’s comments on 8. 1503, in- 
troduced by Senator Ives. This is a bill which is directly concerned with 
Federal and State relationships in minimum wage regulation, and the comments 
of the Department of Labor on it will amplify the Department’s views on the 
subject of this memorandum. These comments will be submitted in the usual 
course with the advice of the Bureau of the Budget. 


LABOR DEPARTMENT COMMENT ON RUTTENBERG’S ESTIMATES OF INCREASED 
COVERAGE UNDER 8. 1267 


An analysis of Mr. Ruttenberg’s statement of the estimated number of workers 
who would be brought under coverage of the Fair Labor Standards Act by the 
adoption of the S. 1267 indicates no substantial variation from the estimates 
prepared by the Department of Labor. Both estimates indicate an approximate 
total of 9,600,000 workers. 

The inclusion of 235,000 hotel workers in the retail-service figure of 3,960,000 
on page 43 of Mr. Ruttenberg’s statement and the subsequent duplication of this 
number by listing hotel workers separately in the same table has apparently 
corrected as evidenced by the 3,725,000 figure for retail-service employees on 
page 1151 of the transcript. 

These estimates are based on available data of the Census, Bureau of Labor 
Statistics and Bureau of Old Age and Survivors Insurance. The categories and 
classifications of the sources used differ from one source to another and from 
the cutoff points used in 8S. 1267. Exact figures on the tests proposed in S. 1267 
are not available. 
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DIFFERENCES IN COVERAGE ESTIMATES FoR S. 1267, SUBMITTED BY Mr. RUTTENBERG 
AND Dr. LEVITAN 


An analysis of the data in the Ruttenberg statement and the Levitan report 
indicates that the figures for establishments and employees in both are exactly 
as published in the 1954 census of business, retail trade, report on sales size. 
However, a variation in approach between Mr. Ruttenberg and Dr. Levitan has 
resulted in the smaller proportions of establishments and employees in the $100,- 
000 and over categories in Mr. Ruttenberg’s report and larger proportions in Dr, 
Levitan’s report. 

It appears that Mr. Ruttenberg based his computations on the total of all 
establishments in retail trade, including establishments which were not operated 
for the entire year. These latter establishments, not classified by sales size in 
the census report, were included with the “less than $100,000” class in the calcu- 
lation of percentage of establishments and employees in the various sales sizes. 
As a consequence of this inclusion, the base was broadened for all sales sizes 
resulting in a lower percentage for each of the sales sizes above $100,000. It 
is possible that some of the establishments not operated the entire year may 
have had considerably larger sales than the size class (less than $100,000) in 
which they were included in the table, although average sales per establish- 
ment are estimated at $70,000. 

On the other hand, the Levitan approach includes only the establishments 
operated the entire year, which are distributed by sales size. As a result of 
the lower base total, and the same absolute numbers of establishments and 
employees, in the sales sizes ranging from $100,000 to $1 million and over in 
annual sales, the proportions are slightly higher for each. 

A table prepared from both reports showing the difference in approach is 
attached. For purposes of determining the number of employees to whom 
coverage would be extended under the proposed bill, there is no variation in the 
number of establishments and employees, as these remain the same. 


Retail trade—Comparison of establishment and employment characteristics by 


sales size for the United States in reports submitted by Mr. Ruttenberg and 
Mr, Levitan 














Ruttenberg statement ! } Levitan report 2 
| Establish- Per- | Employ- | Per- |E stablish-| Per- | Employ- Percent 
ments cent ees cent | ments cent ees 
-- ——| - -—-— ae —-— aasoreer oreo ee 
Total, all establish- | 
ments_.--.-- -s~+a$l, 723, 6 100 7, 194, 331 





| 


100 Bs! ewe 
. 1 7 ~| 
16, 748, 463 100 


Establishments operated for 
entire year__ peed JIT OL Oe Oe l100 

With annua! sales of— | 
$1,000,000 and over. 18, 969 1. 1,733, 017 24.3 18,969 | 1.2 I, 733,017 | 25.63 (25.7) 
$500,000 to $999.000..| 30,122 | 1.7| 755.079 | 10.6 | 20,122] 1.9] 755,079 11.2 
$100,000 to $499,000__| 273,276 | 15.9 | 2,334, 4n2 32.8 | 273,276 | 16.9 2,334,402 | 34.53 (34.6) 

Less than $100,000. _|1, 292, 187+- if 925,965 —| | 
Establishments not oper- 81 jes2.3 1,292,137 | 80.0 |1, 925, 965 | 28.5 

ated entire year___....__.-| 107,146 | 375,868 


4 Dig) a 4 
1 Statement by Stanley H. Ruttenberg, director of research, AFL-CIO appendix A table 2. 
? Application of Fair Labor Standards to Retail Trade, Library of Congress, Legislative Reference Service, 
p. 9, table 2. 
3 Bureau of the Census, 1954 Census of Business, Retail Trade Sales Size Advance Report, Bulletin R-2-2; 





UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., May 1, 1957. 
Hon. Joun F. Kennepy, 


United States Senate, 
Washington, D. C. 


Dear SENATOR KENNEDY: With my letter of April 16, 1957, I submitted the 
available materials bearing on questions asked when I appeared before the Sub- 
committee on Labor on March 25, 1957. It has been called to my attention that 
the materials submitted did not provide an answer to one question raised by 
Senator Morse. This has to do with the ability of enterprises in which employees 
would be brought under the act by the Morse bill, but not by the administration 
proposal, to pay the $1 minimum wage. 
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The Department does not at this time have information relating to the ability 
of such enterprises to make a satisfactory adjustment to a $1 minimum wage re- 
quirement. We are confident that a satisfactory adjustment could be made by the 
enterprises in which employees would be brought under the act by the adminis- 
tration proposal. 

As I indicated in my testimony, our proposal is intended to bring under the 
act all employees not now covered in those enterprises which are substantially 
engaged in interstate commerce. Further, the proposal is limited to enterprises 
with 100 or more employees to avoid placing additional burdens on small busi- 
ness. The tests are not intended to draw a line between enterprises which can 
adjust to the minimum wage without reducing employment and those which 
cannot. No doubt many enterprises not affected by the administration proposal, 
as well as many enterprises not affected by any of the bills under consideration, 
could make a satisfactory adjustment, 

Sincerely yours, 
JAMES P, MITCHELL, 
Secretary of Labor. 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D. C., May 2, 1957. 
To: Mr. John Forsythe, General Counsel, Senate Committee on Labor and Public 
Welfare. 
From: Sar A. Levitan. 
Subject: Appropriate sales size at which FLSA might be applied to retail trade. 


During Secretary Mitchell’s testimony on March 25, 1957, Senator Morse re- 
quested that data be made available to the committee which might serve as a 
guide in determining the appropriate cutoff point for coverage of retail trade 
by the Fair Labor Standards Act. The Senator stressed his desire to apply the 
act to the maximum number of employers who are able to pay the statutory 
minimum wage, so that as few employees as is feasible would be denied the 
protection of the FLSA. 

Senator Kennedy suggested that the Department of Labor present whatever 
data it has upon which the Secretary of Labor based his recommendation to 
include under the FLSA coverage firms with 100 employees and which have an 
annual inflow from out of State of at least $1 million. 

Only limited data are available which would be directly responsive to Senator 
Morse’s request and thus offer conclusive guides for policy decisions. 

1. Productivity data in retailing by size of establishment are restricted to 
average sales per employee. 

Data computed from the business census of 1954 show that sales per employee 
in retail trade rise steadily until establishments reach the $1 million mark, 
They remain relatively stable between $1 million and $5 million and decline 
thereafter. The reason for the decline may be twofold: 

(1) Number of nonsales personnel increases in greater proportion than 
sales as the size of the retail establishment increases. 

(2) Economies of size and increases in productivity may dissipate as 
the unit becomes too large. 

If sales per employee are to be taken as a criterion for measuring efficiency 
of operation, then annual sales between $1 million to $2 million in retail estab- 
lishments appear to be the point at which productivity per employee—and pre- 
sumably wage-paying ability—is at the optimum. 

This is the case, as table 1 indicates, in the following branches of retail 
trade: Food stores, department stores, apparel, furniture, lumber and building 
materials. The most notable exception is offered by the automotive branch 
of retailing, where sales per employee are highest in establishments selling 
$5 million and over. 

However, it should be pointed out that sales per employee are not necessarily 
a reliable measure of ability to pay. An establishment with high sales per 
employee but with low profit margins would not necessarily be able to pay 
higher wages. 

Nevertheless, the 1954 census of business indicates that there exists a direct 
relationship between the size of establishments, measured in terms of annual 
sales and the weekly wages of full-time employees. Table 2 shows that the 
average weekly earnings of full-time employees decline as the volume of sales 
declined. This might presumably indicate that there exists a correlation be- 











922 MINIMUM WAGE PROTECTION 


tween productivity per employee and the ability to pay higher wages as sales 
per employee increase. 

2. The percent of payrolls to sales may also be considered as a measure of 
retail establishments ability to pay higher wages. The rise in labor costs may 
be either passed on to the consumer or absorbed by the business. In either case 
the impact of a rise in wages would depend upon the ratio of payrolls to sales. 

The ratio of payroll to sales was, in 1954, lowest in the case of establishments 
with sales below $100,000. This is obviously due to the fact that a large per- 
centage of the labor in these establishments is supplied by the entrepreneurs and 
the return for their labor is not reflected in wages. But for establishment with 
sales ranging between $500,000 and $5 million the ratio of payroll to sales was 
almost uniform for the 3 groups of establishments by sales size within the above 
range as table 3 shows. But the ratio of payrolls to sales was appreciably 
higher for establishments with sales above $5 million. 

3. Possibly the best measure of ability to pay higher wages is the profit mar- 
gins in retailing by size of establishment. Such information is available only 
for department and specialty stores. According to a study prepared by Prof. 
Malcolm P. McNair for the National Dry Goods Association, net gains after 
Federal income taxes of department and specialty stores in 1955 ranged from 
2.1 percent of sales for firms with sales ranging between $500,000 and $1 million 
to 3 percent for firms with sales in excess of $50 million. The net gains in- 
creased with the rise of the firms measured in terms of annual sales (with the 
exception of $5 to $10 million group). 

In response to Senator Kennedy’s request, the Department of Labor comments 
on the subject seem to indicate that the administration proposal was not neces- 
sarily based upon economic considerations of ability to pay but on a desire to 
limit Federal regulation of wages in smaller firms which are local in nature. 
Apparently the Department of Labor considers that it is necessary for a retail or 
service firm to employ at least 100 workers and to import more than a million 
dollars worth of goods and services across State lines to qualify as a business 
engaged in interstate commerce. 


TABLE 1.—Sales per person ’* in retail trade, by size, 1954 


{In thousands] 














| 

| Establishments with annual sales of 

Kind of establishment Total) | | | 
$5, 000, 000/$2, 000, 000/$1, 000, 000! $500,000 | Less than 
| and over ae to | to —_ | $500, 000 

|$4, 999, 999)$1, 999, 999) $999, 999 | 

ts es CC —| = ana me 
RN AAR whee cdbidcnosks ; 1$21. 2 | $20.5 | $34.0 | $33. 5 | $29. 4 | $17.9 
Food stores. etn cites - —ieeey) | ae 47.4 | 8.7) 44.3 25.3 
Grocery stores sooscce wee I 38.5 | 48.0 | 49.0 | 45.2 29.0 
Eating, drinking places _- , ; --| 8.5] (2) (2) 8.8 | 8.9 8.4 
Eating places . seas aia awh: at (2) 9. 2 (2) | 8.7 7.4 
General merchandise _____- 5 soveevest MAO 16.3 16.0 | 15.6 | 14.9 4.1 
Department stores_-_---_--- ike _...) 16.3 16.3 | 16.7 | 16.8 15.6 13.0 
Apparel, accessories stores - -- -| 17.4 | 16.7 16.3 | 18. 1 19.0 17.3 
Women’s clothing, specialty stores_-_--_- ..| 15.3 15.0 14.7 16.4 16.8 15.1 
Furniture, home furnishings, appliances -| 20.5 19.7 22.1 25.1 27.5 18.0 
Furniture, home furnishings- --------- .| 20.2 (?) () 23.0 | 25. 3.] 19.4 
pee ee ee ee b aiteesecbis -| 39.1 65. 1 | 51.9 | 43.7 39. 6 29. 2 
Passenger dealers (franchised) ; antl aoa 65.0 | 51.7 43.0 39.0 | 29.5 
Gasoline service stations_-__._.----_- 35 Tat | (?) | (?) | 42.2 34. 4¢ 21.4 
Lumber, building materials, hardware, etc | 2538 | 22.2 | 34.1 34.3 | 31.6 24.1 
‘Lumber, ‘bailding materials deajers._.........| 29.2 (2) | (2) 37.2 | 32.9 26. 2 
Drugstores, proprietary stores- - - - - > we 16.8 |. i 29.5 | 22.7 | 29.0 | 17.4 
Other retail stores..........-.--.- : ..| 2.2 | 59. 5 45.6 41.9 | 40.1 | 20.3 
Peeens WHE ic cecal. Wi. dicate -----} 17.1 | 19.9 | 24.0 25.6 17.6 | 14.0 


' Assuming that part-time employees average half a workweek, this figure was obtained by dividing fuil- 
time employees, plus half the part-time employees plus proprietors into sales. 
? Data withheld by Bureau of Census to avoid disclosure. 


Source: Computed from U. 8. Census of Business, 1954 Retail Trade, Sales Size, bull. R-2-2, table 2A 
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TABLE 2.—Average weekly wages in retail trade by size of sales, workweek 


Annual sales 


Total 


Sales of: 
$5,000,000 or over. 
$2,000,000 to $4,999,999 
$1,000,000 to $1,999,999 
$500,000 to $999,999 - 
$300,000 to $499,999 
$100,000 to $299,999. _ 
$50,000 to $99,999 _- 
$30,000 to $49,999 
$20,000 to $20,999 
$10,000 to $19,999- - 
$5,000 to $9,999 
Less than $5,000_. 





Source: Computed from U 
report, table 2A. 


ended nearest Nov. 15, 1954 


Average weekly wages (full workweek) 


Total 

Food stores 

$56. 90 | $58. 47 

61. 29 56. 43 

70. 60 69. 92 

67.18 69. 53 

63. 83 67. 52 

61.20 | 63. 93 

be 56. 26 55. 10 
48.56 | 46. 29 | 

42. 58 40. 33 

bbdé 38. 07 36. 43 

34. 50 34. 05 

32. 14 31. 60 
32. 12 30. 80 | 


S. Census of Business. 


General 
merchandise 


$49. 94 


56. 94 


42. 
10 


34 
31. 
30. é 


28. 02 


Automo- 


tive 


$74. 95 


. 91 
7. 90 
. 62 


. 038 
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1954, Retail Trade, Sales Size, bull. R-2-2 advance 


Average weekly wage of full-time employees by kind of business and size of 


Kind of busine 


Retail trade, total 
Food stores 

Fating, drinking places 
General merchandise 
Apparel, accessories - - 


Furniture, home furnishings, : 


Automotive 
Gasoline service stations 


Lumber, building material, etc 


Drugstores, proprietory stores 
Other retail stores 

Nonstore retailers _- 

Retail 


Seuree: Computed from United States Census of Business, 1954. Retail Trade, Sales Size, bull. R-2-2 


advance report, table 2-A. 


TABLE 3. 


rotal 


Annual sales of 
$4,000,000 and over 
$2,000,000 to $4,999,999 
$1,000,000 to $1,999,999 
$500,000 to $999,999 
Less than $100,000 


Source: U. 8. Bureau of the Census, 1954 Census of Business, Retail Trade, 


advance report table 2A, 


trade, less eating, drinking places 


establishment, 1954 


Sales of 








‘SS Yotal $500,000 
and above 
$56. 90 $61. 29 
58. O7 68. 41 
42.06 51.45 
49. 94 53. 22 
54. 75 57. 84 
ippliances 67. 26 74. 85 
74. 95 81.17 
54. 8Y 66. 48 
57. 83 77.13 
AO. 64 58, 48 
61.09 70. 80 
67. 54 71.11 
60. 23 65. 91 


Sales bet ween 


Sales below 


$100,000 to $100,000 
$499,999 
$57. 66 $44. 74 
57. 59 43. 26 
46.10 38, 09 
41.35 35. 57 
57.74 48. 41 
69. 01 56. 91 
66. 06 56. 14 
60. 61 49, 44 
66.91 5H, 87 
53. 68 43. 26 
64. 26 51. 73 
63. 99 52. 88 
60. 06 18. 82 


Payroll as percent of sales in retail trade, 1954 


All estab- 
lishments 


Food stores 


10.8 6.4 
14.7 7.6 
10.8 sen 
10.3 aE 
10.9 | 7.3 
8.7 | 4.4 


General mer- 
chandise 


Sales Size, bull. 


Automotive 


9.4 


8.1 
9.4 
10.0 
9.6 
8.3 


R 


be 
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UnItepD States DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 2, 1957. 
Hon. Lister HI11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Deak Senator Hii: This is with further reference to your request for my 
comments on S. 1503, a bill to amend section 18 of the Fair Labor Standards Act 
of 1938, as amended, to permit States and Territories to exercise exclusive 
regulatory authority in certain circumstances. 

S. 1503 would authorize the Secretary of Labor, by agreement with appro- 
priate State officials, to exempt employees in industries (other than mining, 
manufacturing, communications, and transportation except where predomi- 
nantly local in character) from the application of the Fair Labor Standards Act. 
Before exempting these employees the Secretary would have to find that they 
are receiving minimum wage, overtime, and child-labor protection under the 
State law which is in substantial accord with that provided in the Federal law. 
He would also be required to impose such conditions as he may find necessary 
to assure their continued protection under State law. 

Senator Ives, in introducing this bill, indicated that it is intended to reduce 
the cost of administering and enforcing the Fair Labor Standards Act. I am 
strongly in favor of increasing the administrative efficiency of any program of 
the Department of Labor. However, it is by no means clear that 8. 1503 would 
effectively accomplish this result. 

The proposal is apparently based on the assumption that there are States 
which have or will have wage and hour laws with standards comparable to those 
contained in the Fair Labor Standards Act. There are very few State laws 
that now provide standards at all comparable to those of the Federal law. 
If an increasing number of State legislatures were to enact such legislation, a 
proposal such as this might make possible the avoidance of some duplication 
of effort. 

It does not follow, however, that this would be very effective in reducing 
administrative costs of the Department of Labor. This Department would 
necessarily continue to maintain field staffs in all of the areas where they are 
presently maintained in order to enforce the act in establishments which would 
not be affected by the proposal. It would also be necessary for the Department 
to evaluate State standards to determine whether they were in accord with 
those in the Federal law and to evaluate the State’s adminstration with respect 
to exempted employees. This would be a continuing process which might prove 
time-consuming and expensive. 

The proposed legislation would particularly affect the retail trade industry. 
The administration’s recommendations were presented to the Senate Labor 
Subcommittee on February 25, 1957. They propose to draw a line within which 
Federal action on minimum wages is appropriate, by carving out of the whole 
field of retailing these larger retailing enterprises that are substantially engaged 
in interstate commerce. This would make the potential area of overlapping 
coverage considerably less in retailing than would result if the broader exten- 
sions of coverage being proposed were adopted. Further, under the administra- 
tion’s proposal the majority of employees brought under the Federal minimum 
wage would be employed in enterprises operating in more than one State. This 
would make any complete investigation by a single State improcticable and the 
Federal Government would have to investigate those emplovees of the same 
employer who live outside of the State. As a result, joint Federal-State action 
rather than a complete delegation of enforcement to the State would be nec- 
essarv. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 


JAMES P. MITCHELL, Seceretary of Labor. 
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AFTERNOON SESSION 


Present: Senators Kennedy (chairman of the subcommittee) pre- 
siding; Hill (chairman of the full committee) ; and McNamara. 

Senator Kennepy. The subcommittee will come to order. 

The first witness will be Mr. Ben Leader, attorney at law, from 
Birmingham, Ala., to whom we are grateful for arranging his sched- 
ule for the convenience of the subcommittee. 

Senator Hix. Mr. Chairman, I am not a member of the subcom- 
mittee, but as a member of the full committee, I may say that 
Mr. Leader is one of my oldtime and best friends. And he has been 
my sweet, good, fine friend through many years. 

He is not only a very able and outstanding lawyer, but he is also 
one of the very finest and most public-spirited citizens in Alabama, 
and I am delighted he is able to be here today and appear before your 
subcommittee. 

Senator Kennepy. We are glad to have these words of endorse- 
ment from the chairman of the full committee. I had the pleasure of 
meeting Mr. Leader myself in the great State of Alabama last week, 
so it is a pleasure to see him here again. 

And we are very grateful to the chairman for joining the subcom- 
mittee to hear Mr. Leader. 


Will you proceed in any way that is most convenient to you, 
Mr. Leader? 


STATEMENT OF BENJAMIN LEADER, ATTORNEY AT LAW, 
BIRMINGHAM, ALA. 


Mr. Leaver. I appreciate what Senator Hill has said and only 
hope that I may merit those recommendations and statements that 
he has made. 

I also appreciate the opportunity that has been afforded me to 
give you my views with reference to the Fair Labor Standards Act 
that proposes to include the retail stores. 

I might say in the beginning, and so that the ways might be 
cleared, I am a Democrat; I am in favor of human rights as against 
property rights; I assume that the Republicans would call me a lib- 
eral; I favor the principle that labor is entitled to just compensation 
for its services, and that only by the prosperity of labor can the 
eccnomic conditions of this country be maintained in a manner bene- 
ficial to all the people of America. 

I have always had a liking for the mercantile business. I not only 
represent my mercantile clients from the standpoint of rendering 
them legal services, but they have leaned on me to a great extent for 
advice in their mercantile operations. I have for the past 35 years 
or more been general counsel for nearly all of the large mercantile 
interests in and about Birmingham, and a goodly number of the 
smaller ones. 

Independent of this, I have made a study of the profits of the mer- 
cantile business from most all of its angles. 

I have not come to cry or plead for help, but I think that I should 
give you an outline of some of the things that beset the retail stores. 

The mercantile business is unlike that of any other, the stores differ 
in their operation when standing side by side, and are strictly de- 
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pendent upon the locale and the kind and type of its operation to 
determine what its gross profits, net profits, markups, markdowns, 
and various other ramifications that enter into the operation of a 
store might be. 

A store is solely dependent upon the good will of its customers 
the continuation of a vigorous organization—the ability to offer the 
proper merchandise, properly displayed at the right prices, and at 
the right time by a good sales force. 

A factory can close down 1 department, 2 departments, many de- 
partments—yes, the whole plant if necessary in order to reduce its 
losses. It can move from one part of the country to another, and 
generally retain practically all of its customers. Not so with a store. 
A store must keep its doors open during periods of depression ‘just 
as it would during periods of prosperity. It must maintain the 
necessary number of employees. The reduction in cost of operation 
due to adverse conditions is nominal, and for this reason so many 
go by the wayside. 

During the 1930 depression the steel corporation in our district 
was closed down as were most of the other plants. The stores kept 
their doors open, notwithstanding that their losses were tremendous, 
as evidenced by the bankruptcy of many fine companies that had been 
engaged in business for 20, 30, and 40 years and more. 

The retail merchant has been able to offer employment to hundreds 
of thousands of workers who lack experience and are limited in capa- 
bilities, and of an age that they could not obtain employment else- 
where. 

These are placed in departments such as wrapping, price tagging of 
merchandise, maid service, and so forth, salespeople in departments 
the volume of business of which is small, such as ribbons, pencils, 
notions, and so forth. 

The merchant cannot afford to pay large wages to man these de- 
partments or for work such as this. Then there is the part-time 
worker which provides an opportunity of employment for thousands. 
This includes school and college students, women and men who can 
give only a few hours of the day to this work, housewives who wish 
to, and sometimes must, supplement the earnings of their husbands, 
and others. 

When a plant or factory fails to receive orders, that day they 
adjust their employee situation. These employees are not called 
back until the orders come in hand again. Not so with the merchant. 
The department may not have had but one customer that day: never- 
theless, it must be manned and top service rendered. 

The merchant is beset with many undesirable situations such as 
the return of merchandise which in many stores in America exceeds 
10 percent of its sales: many articles must be delivered where the 
cost of the delivery sometimes exceeds the price of the article. The 
loss to the store occasioned by theft and shoplifting is substantial. 
The service it renders for which it receives none or very little com- 
pensation runs into a large cost of its operation. 

The merchant has to contend with, in the main, sale of style mer- 
chandise because most of the sales are to women. It frequently hap- 
pens that a style article will come out one day, and within 30 or 60 
days the style will be outmoded and the merchandise that the mer- 
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chant has on hand of these items must be sold at tremendous sacri- 

fice in price. This is not generally true of any other industry. Also 

ae of thousands of dollars of losses have occurred because of the 
eather. 

Time does not afford me the opportunity of itemizing these factors 
as much as I would like. The retailer has had to operate at an in- 
creasing cost while maintaining a normal and traditional markup. 

And T right here may say that the markup of the merchant has not 
increased in the past 8 or 9 years, notwithstanding that the cost of 
doing business has increased tremendously. 

The prices and the gross profits of stores vary even though in the 
same city and town. The store on Grand Street in New York City 
does not sell its merchandise on the same basis as the store on Fifth 
Avenue or Park Avenue. The store in West Palm Beach, Fla., does 
not sell its merchandise at the same markup as the store on Worth 
Avenue in Palm Beach. : 

Generally speaking, the stores in Alabama where the per capita 
earnings and the per capita spending occupies a position of third 
lowest in the United States, do not receive the same margin of profits 
as the stores in those cities where the per capita earnings and the per 
capita spending is many times greater. 

A store is a local institution, regardless of the fact that it may be 
owned by a chain, because its growth, its earnings and, in fact, every- 
thing pertaining to its operation is affected by the community in 
which it is located, and not by any other locality. 

It is a vast industry, being a million seven hundred thousand in 
number over the United States. It is so unwieldy that they cannot 
get together, regardless of whether it would be permissible under the 
law or not, and fix a standard price for the items that they sell. We 
recognize that this has been attempted by the Fair Trade Act, but 
this has not met with success, because the merchant is unable to in- 
crease the price set by the manufacturer, regardless of the increase in 
cost of operation, and the further fact that the consumer has been 
able to purchase the merchandise in an adjoining State that hasn’t a 
fair trade law, at a less price. 

He is likewise beset with every type of competition such as catalog 
houses, contract houses, so-called wholesale houses, company stores, 
post exchanges, and so forth, that have taken a great part of the 
sales from the merchant—and may I say to you gentlemen that this 
has become a serious problem to the mercantile world. When people 

can open up places of business outside of the main cities and sell their 
regent e7- branded merchandise, at 15 percent markup, you readily 
see what the merchant is confronted with. And catalog houses do that 
from all parts of the United States. 

And these firms are able to eliminate or reduce many items of cost, 
such as lower rentals, delivery service, alterations, repairs, exchanges, 
and so forth. And if anyone thinks that the mercantile business is a 
sinecure, they ought to simply try it and they will find that it is not. 
This is borne out by the number of bankruptcies reported by Dun’s 
each year. 

Let me say that the placing of the merchant under the cover of 
the Wage and Hour Act will affect those employees who haven’t the 
ability, or are of such advanced age that they cannot obtain a posi- 
tion elsewhere. 
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I am not attempting to cast reflection upon these people. We must 
be realistic. We must realize that there is simply an element of peo- 
ple in whom God did not place the intellect, the initiative that he has 
in others. We have that element of people and they are employed to 
a great extent in the stores. 

here is no gainsaying but that any person who works in a store 
can obtain more than a dollar an hour if they possess any degree of 
initiative and ability. 

Retail stores must draw their workers from the same local labor 
market as their competitors engaged in the operation of plants, fac- 
tories, or what have you. 

And I say here, again, that if these people that are getting less 
than $1 an hour in the stores were capable of working in these plants 
or other industries, they would not work in the stores. 

Generally speaking, there is no lack of employment. Pick up any 
metropolitan newspaper, and the ads seeking employees will number 
hundreds of thousands, whereas, the ads seeking positions number 
very few. 

It is questionable whether the minimum wage has been accepted as 
being necessary for our national economy. I would not like to think 
that many industries and others under its present coverage might 
have to take the count and be forced into bankruptcy before Congress 
could get around to amend the laws. 

Discussing the effect of the proposed change, I want to call the 
committee’s attention to the fact that a shoe store, which does only 
about $400,000 in annual volume, is as much a competitor of the shoe 
department in a department store as if it were operating as a depart- 
ment in another department store. 

In other words, a department store is composed of many depart- 
ments of various kinds and types; notwithstanding that its volume 
may amount to more than $20 million a year, it is in direct competi- 
tion with every specialty store and shop in its locality. 

May I say, I heard the discussion this morning between Senator 
Morse and Mr. Mitchell. The question was discussed as to where 
are you going to strike a happy medium for the coverage. I do not 
believe that this has been gone into fully because, as I have said here, 
a millinery store standing beside a mammoth department store, that 
hasn’t more than $5,000 or $10,000 or $15,000 worth of merchandise 
in it, is as much a competitor of that millinery sapeetnent in that 
department store as though it was contained in another large depart- 
ment store that was competing with him. And that is true of every 
department there. There is no such thought as one store not being in 
competition with another, regardless of the volume of business that 
they may do. 

Let me say that there is great doubt in my mind that the enactment 
of this bill would benefit the laborer. The time has come when the 
laborer and the Government should take stock of the situation and not 
permit labor to make the same mistakes that were made by capital. 
We know that the ascendancy of labor today can be attributed to a 
large extent to the fact that when capital was in control it believed that 
there was no end to what it might do or attain. Labor, I am afraid, 
is running the same risk today. It has attained a position in industry 
such as it never had before, and should now be satisfied in this. The 
constant increase in wages isn’t always salutary, in fact, it is a vicious 
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circle—you increase wages: you increase the cost of the product you 
sell. When you have done this you have another round of increasing 
wages, and this goes on and on, and just as certain as night follows 
day this spree will one day end when the whole populace will wake 
up one morning and cease to buy. Our depressions have usually come 
by mob psychology, not apprehended by the greatest researchers and 
scientists making predictions. 

I, as well as others, have seen the time when labor unions were in 
their ascendancy. 

Senator Kennepy. You mean their descendancy ? 

Mr. Leaver. No, ascendancy. Yes, that is right; it is descendancy. 
Thank you, Senator. 

And in my district, I saw the time when you couldn’t find a union 
man if you spent days in search of one thereafter. I do not wish this 
to happen again, and for the reason, if for no other, I beg this com- 
mittee to let labor rest on its laurels at the present and absorb and 
digest in an orderly way what it has attained. 

I would like to say here and now that in many instances the store 
today pays more for the actual labor that it receives than does the 
manufacturing plant. Remember that many manufacturing plants 
use the conveyor system; others work by the piece. Those that do 
not, have supervisors that see that the employee stands in front of 
this machine and works 60 minutes an hour for the hours required. 
If you calculate this against the store employee who stands free of 
work many hours in the day, you will find that the statement that I 
have made is true. 

It seems to me that it is necessary that Congress enact a law pro- 
viding a floor for gross profits to protect business just as it would be 
to provide a floor for wages, because each is dependent upon the other. 

The passage of this act would simply mean that regardless of the 
fact mercantile business is unlike a manufacturing plant, is unlike 
any other type of operations where the person is given a task to per- 
form and must perform it, nevertheless the minimum wages to be 
paid by the merchant must be at the same level as that of the manu- 
facturer or other operation. 

What will this do to the mercantile world, generally speaking? 
What, in reality will it do to labor?’ How many merchants will it 
destroy? How many students will be unable to get jobs?) How many 
older women will be let out ? 

The data that has been furnished me indicates that if the Wage and 
Hour Act should cover retail merchants this would increase the 
merchant’s cost anywhere from one-half to 1 percent on the dollar 
sales. In our district it is estimated that approximately 30 percent of 
employees now receive less than $40 per week. 

This, I know, is above the average in other localities. Taking for 
example, a store that employs 1,500 people would be divided about as 
follows: 

Approximately 5 percent are executives; 45 percent nonselling 
help; 50 percent selling help. Of the nonselling employees, num- 
bering 735, approximately 30 percent now receive less than $40 per 
week, or 210 employees, and the deficit earnings average approxi- 
mately $6 per employee. 
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In other words, out of these 210, they get approximately $6 less 
than $40 per week. The deficit earnings by ‘selling employees is negli- 
gible. In fact, it is not worthy of mention. They all earn more than 
$40 a week. Therefore, it is readily observed that this represents 
the category of help of the type that I have described. 

It must be remembered that this one-half to 1 percent does not 
include adjustments that will be necessary for employees now receiv- 
ing above minimum, nor the increased cost of overtime, which I do 
not believe is in the present Morse-Kelly bill, but might be if amended. 

The employees in the average retail store constitute approximately 
20 percent males and 80 percent females. The average female that en- 
ters employment in a retail store does so with the idea that it is only 
temporary In nature. 

It is estimated that in the operation of a normal store doing $1 
million volume, the coverage proposed will increase total direct labor 
cost, including adjustment and overtime, approximately 25 percent 
of their present payroll. 

Nonselling payroll will be increased approximately 15 to 20 percent 
of the present payroll. 

Selling payroll will increase approximately 5 to 10 percent. 

Additional payroll costs for adjustments and overtime will repre- 
sent approximately 10 percent of the present payroll. So it can be 
easily figured that the cost of this will be quite considerable, and that 
the merchant must pass this on to the consumer. 

Passing extra costs on to the consumer is not a simple matter. This 
is true in any operation, whether mercantile or otherwise, because if 
this could have been done as easily as some believe, no company would 
ever have sustained a loss. Nevertheless, we saw giants in America’s 
retailers take the count during the Jast depression, and we do not know 
when this may strike us again. 

In 1920 it struck the mercantile world in 60 days. People stopped 
buying and merchandise went down to 50 cents on the dollar within 
that period of time. In 1930 the largest stores in America lost mil- 
lions of dollars a year, and the smaller ones in proportion. The 
bankruptcy courts were filled with trusteeships, receiverships, sales, 
and the destruction from a financial standpoint of giants in the com- 
mercial world. 

Let me give you the percentage of net profits on dollar sales of the 
outstanding larger department stores in the United States for a lush 
year ending January 31, 1956: 


Percent Percent 
Allied Stores_____________- _.... 2.46 Interstate Department Stores___ 1.6 
Associated Dry Goods_________~_ Ble (ota Mec & Conic. i. coe is 
Carson-Pirie-Scott___...________ 1.2 Mandel Bros (loss)_.___-__-- 4 
a mE i 2.3 Marshall Field & Co__________- 3.6 
Federated Department Stores_._._ 4.1 May Dept. Stores___ 3.9 
Reames Were es su ee 2.1 National Department Stores_ ies tee 
pment: PROG. 6 oo .94 Mercantile Stores___ ee 
I ae a i seh tk PE ROOREE SSEOPRG. i ee de O 


May I say that to me this is the pivotal factor that ought to be 
considered by the Senate and you gentlemen of the committee. 

Senator Kennepy. Mr. Leader, we can consider the figures as 
read. You might want to emphasize this statement at the bottom about 
the aggregate. 

Mr. Leaver. Yes. <All right. 
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Senator Kennepy. It would be easier, perhaps, for you. 

Mr. Leaver. Thank you, sir. 

The aggregate of the 16 operations listed above netted 2.7 percent 
on sales. May I say, aside now, that this comprises the 16 largest 
units mercantile stores in America occupying the top brackets and 
making the most money. 

It would be most interesting to know what the net profits on dollar 
sales would be shown by 16 of the top industries of America. Aside, 
may I say if you gentlemen think that the merchant ought to be 
compared to industry or plants, all you would have to do is take the 
top 16 industries’ profits, lay them at the side of the top 16 mercantile 
profits, and it would indicate to you immediately that there is some 
reason for this tremendous difference. 

The Harvard Business School Division of Research for 1955 from 
a report of 342 department stores and 87 specialty shops shows a net 
profit on sales of 2.85 percent. 

The manufacturer is unlike the retailer in another instance. The 
retailer must buy his merchandise in anticipation of selling it, and this 
is where the markdowns come in, in no uncertain manner, whereas, 
on the other hand the manufacturer only puts his merchandise in 
process of manufacture when he has obtained orders for the same. 
Quite a different situation from a profit standpoint. 

In conclusion, let me say we are opposed to the bill because it lacks 
flexibility and could not be changed as speedily as might be required. 

We are opposed to it because it attempts to place a minimum floor 
on wages and does not do the same on gross profits to enable the 
industry to pay the wage scale. 

We are opposed to it because it gives exemption to those who are 
as much in competition with each other as though they were side by 
side and doing the identical volume of business. 

We are opposed to it because it regulates an industry that is so 
different, and whose problems are so different from that of any other 
industry, and who cannot protect and care for itself in times of 
necessity as can plants and industries. 

We are opposed to it because it discriminates between big and little 
business. 

We are opposed to it because it imposes regulatory measures on 
business when the necessity for the same does not exist. 

We are opposed to it because it seemingly exempts the so-called 
smaller merchant, but in fact does not, because he is in competition 
for help from the same source as the larger merchant, and if the covered 
stores must increase their wage scale, he will be called wpon to do so in 
some degree. 

We are opposed to it because we believe it will cause substantial 
unemployment. 

And over and above all, we are opposed to it because it will take 
away so much of the profit of the merchant that stores will go out 
of business in every part of the United States. 

We have seen this happen without the additional burden that would 
be imposed by this act. Stores that have been in business for long 
periods, as for instance the following: White-Smith Co., Hartford, 
Conn.; Namm-Loeser’s, Brooklyn, NX. Y.; McCreery’s, John Wana- 
maker & Co., and Hearn’s s, all of New York C ity, and many others. 
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These are not small establishments. They were recognized as large 
stores in the mercantile field, of long standing and we know they did 
not close because they were making money. They did so because they 
couldn’t meet the necessary expense. 

The people are weary of this constant vicious circle of raising 
wages—raising the prices of commodities—then raising wages again. 
This is not beneficial to anyone. We ask that you gentlemen give 
the people of America a rest. 

I thank you for the consideration you have shown me. 

Senator Kennepy. Mr. Leader, we are very grateful to you for your 
testimony, and also for your courtesy to the subcommittee. 

Senator Hill. 

Senator McNamara. 

Senator McNamara. I have an observation, Mr. Chairman. 

You seem to place great stress on the cycle, the economic cycle, of 
increased wages and increased prices, and on and on. Are you advo- 
cating price control, wage control ? 

Mr. Leaper. I will say this, that some day we might come to it. 
Whether we are there now or not, I would not know. But if we con- 
tinue with that system of raising wages and raising the price of com- 
modities, we are running into a danger that might be very hurtful. 

Senator McNamara. Certainly you would not be in favor of con- 
trolling one phase of it without controls on the other. 

Mr. Leaver. No, sir. 

Senator McNamara. Then you are advocating at this point volun- 
tary controls, you are asking that we ask employees to stop asking 
for increases because it adds to the increased cost. 

Mr. Leaver. That is right. 

Senator McNamara. Well you assume then, by the way you state 
it, that it is the cost of wages that cause the increased cost. Perhaps 
that is so in some instances, but in general, isn’t it a fact that wages 
follow increased price, rather than lead them ? 

Mr. Leaver. I do not believe that this has been true so far as my 
observation is concerned. 

Senator McNamara. Well, if you will make a study of wage nego- 
tiations, you will find that over the years the best argument for 
increased wages has been the increased cost in an industry, or in the 
whole economy. And I think economists generally agree on this. 

Mr. Leaver. May I say that I notice when the steel companies raise 
the wages, steel goes up; when lumber raises wages, lumber goes up; 
when brick raises wages, the price of bricks go up. I have noticed 
that. 

I have not observed what you have said, that is; namely, that the 
one follows the other. 

Senator McNamara. Well you must have, since you used the steel 
case, the most recent one. There was a great deal said by economists 
about the increased costs, and it appeared there was pretty general 
agreement that the increased cost. of steel to the consumer of steel was 
much larger than what would be justified to merely offset the cost of 
wages or salaries that were negotiated at that time. It was justified 
on the part of the steel company by saying that they were projectin 
into the future. And I am sure that they were—and I think a — 
long ways, too. 
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Mr. Leaver. That might be very true, when I see their earnings and 
the earnings of the other 16 companies that I have just jotted ‘down. 
I think you are probably correct about that. 

Senator McNamara. That is right. 

Senator Kennepy. The only point that I wanted to make is that 
while it may be true, that wage increases and price increases which 
are not justified by increased productivity or automation and so on are 
inflationary, the question really is whether the Federal Government 
has some responsibility to set a minimum for these people at the bottom 
end of the economic ladder, the people who are unable to bargain ef- 
fectively for themselves because they are not organized in many cases, 
in view of the fact that they are the victims of price and wage in- 
creases in the more basic industries. 

Now if the increase in prices, as you pointed out, would be only one- 
half of 1 percent of sales in the event all of the people in these ‘stores 
were paid the dollar minimum or above, and in view of the fact that 
in the last 6 or 7 years there have been rather sharp price increases 
in other areas, don’t you think it is possible that some of these stores 
could make that adjustment ? 

Mr. Leaper. I think it is possible that some could, but I think it 
would be most difficult. I think that when you realize that most of the 
stores here do not make more than about 214 percent on sales, when 
you take 1 percent away from than 21% percent and leave them 144 
percent, you have left very little margin there for what might be 
safety. 

Senator Kennepy. I think it is one-half of 1 percent. It seems to 
me they could make the adjustment. Everyone else has had to make 

rather sharp adjustments in the last 10 years, as you know on prices 

I am wondering whether they have the right to make a profit today ; 
paying their people less than $1; or whether they do not have an obli- 
gation, a public obligation, to increase those wages to $1 even if it 
means, both for the consumers and for the stores, . that they must in- 
crease their prices potentially one- mane of 1 percent. 

Mr. Leaper. Let me say this: I do not believe there would be a 
chance for them to increase the wages without likewise increasing the 
price to the consumer. And as I said befor e, they have not been able 
to do that for the past several years. 

Wages have increased, whereas the markup has been the traditional 
one that is constantly kept the same. 

Might I say this, too, that in my judgment the average woman that 
works for less than $1 an hour simply wants to pick ‘out a position 
that is not exacting, or her health may not be quite as good, or she 
does not want to go into a job that is difficult to handle and that re- 
quires her constant efforts. She will take a job in a notion depart- 
ment. where half of the time she will stand idle, and I think that is 
the type of job which she'will take. 

Now I know in discussing it with some of my clients they have said, 
“Well, we have offered Mrs. So-and-so a job in the selling—she is now 
a wrapper.” Well, Mrs. So-and-so does not want to take the job in 
the selling, she prefers to remain as a wrapper. 

I think you will find that there is an element of people of that type. 
Now, of course, giving them the $1 will simply do this—now let’s 
analyze what it will do: Giving them the $1 an hour will make the 
merchant, first, try to make both ends meet, just as we all do, and he 
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will curtail the number of employees that he has, creating a little 
greater burden on those that he retains. 

And then when his wages are increased to $1 an hour, he will be 
able to get an element of employee that might be a little bit more in- 
telligent, be of younger age and so on, and that will leave a large 
element of the people out. 

I do not know whether you gentlemen know it or not, but the store 
SS numbers and numbers of employees 60, 70, and 80 years of age. 

Senator Kennepy. I think our statistical figures show the average 
age is 39 years. 

Mr. Leaver. That isthe average. But now you just — out that 
difference, that means you have some there 21, 22, 23, and 2 

I happen to have a peculiar position—if you will lew? me? We 

had a little difference with International Ladies Garment Workers 
Union—and I pride myself on this—and we finally settled it by both 
sides agreeing to leave it up to me as to any controversy that they 
might enter into. 

And I made a careful inspection of their situation. I raised their 
wages and made their working conditions better. And though this 
has been going on for about 11: years, I would say, we have never had 
a dispute when I have decided the question for or against my client, 
or in favor of the International Ladies Garment Workers Union. 

But we have women there who are 70 and 80 years of age, and we 
recognize that. We know we cannot get 100 percent work. In other 
words, all I am tr ying to say is that we have no conveyor system in a 
store, we have no piece-work system in a store, we have no supervisor 
standing beside the sales person and saying that “You are not lifting 
the required number of garments,” or “You are not bailing the re- 
quired number of garments. ’ 

That sales persons stands there, she enters into conversations with 
her associates, and that no one observes her to the extent that they do 
in a plant or factory. 

It is quite a different operation. 

Senator Krennepy. Unless there are some other questions, I want 
to thank you for your courtesy to us. I think your testimony will be 
very helpful. You are the last witness on this subject, and the sub- 
mittee is now adjourned. 

(Whereupon, at 3:20 p. m., the subcommittee adjourned. ) 














APPENDIX 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 2, 1957. 
Hon. Lister HIL1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

DEAR SENATOR HILL: This is with further reference to your request for my 
comments on 8. 1505, a bill to amend section 18 of the Fair Labor Standards Act 
of 1938, as amended, to permit States and Territories to exercise exclusive regu- 
latory authority in certain circumstances. 

S. 1503 would authorize the Secretary of Labor, by agreement with appropriate 
State officials, to exempt employees in industries (other than mining, manufac- 
turing, communications, and transportation except where predominantly local 
in character) from the application of the Fair Labor Standards Act. Before 
exempting these employees the Secretary would have to find that they are receiv- 
ing minimum wage, overtime, and child labor protection under the State law 
which is in substantial accord with that provided in the Federal law. He would 
also be required to impose such conditions as he may find necessary to assure 
their continued protection under State law. 

Senator Ives, in introducing this bill, indicated that it is intended to reduce 
the cost of administering and enforcing the Fair Labor Standards Act. I am 
strongly in favor of increasing the administrative efficiency of any program of 
the Department of Labor. However, it is by no means clear that S. 1503 would 
effectively accomplish this result. 

The proposal is apparently based on the assumption that there are States 
which have or will have wage and hour laws with standards comparable to those 
contained in the Fair Labor Standards Act. There are very few State laws 
that now provide standards at all comparable to those of the Federal law. If an 
increasing number of State legislatures were to enact such legislation, a proposal 
such as this might make possible the avoidance of some duplication of effort. 

It does not follow, however, that this would be very effective in reducing 
administrative costs of the Department of Labor. This Department would neces- 
sarily continue to maintain field staffs in all of the areas where they are presently 
maintained in order to enforce the act in establishments which would not be 
atfected by the proposal. It would also be necessary for the Department to 
evaluate State standards to determine whether they were in accord with those 
in the Federal law and to evaluate the State’s administration with respect to 
exempted employees. This would be a continuing process which might prove 
time consuming and expensive. 

The proposed legislation would particularly affect the retail trade industry. 
The administration’s recommendations were presented to the Senate Labor 
Subcommittee on February 25, 1957. They propose to draw a line within which 
Federal action on minimum wages is appropriate, by carving out of the whole 
tield of retailing those larger retailing enterprises that are substantially engaged 
in interstate commerce. This would make the potential area of overlapping 
coverage considerably less in retailing than would result if the broader extensions 
of coverage being proposed were adopted. Further, under the administration’s 
proposal the majority of employees brought under the Federal minimum wage 
would be employed in enterprises operating in more than one State. This would 
make any complete investigation by a single State impracticable and the Federal 
Government would have to investigate those employees of the same employer 
who live outside of the State. As a result, joint Federal-State action rather 
than a complete delegation of enforcement to the State would be necessary. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P. MITCHELL, Secretary of Labor. 
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Unirep Srates SENATE, 
Washington, D. C., March 12, 1957 
Hon. Joun F. KENNeEpy, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR: On March 8 I introduced S. 1512 which I understand was 
referred to your subcommittee. 

I would like the committee to consider in the nature of a substitute the fol- 
lowing : 

Strike out all after the enacting clause and insert in lieu thereof the following : 

That section 3 (e) of the Fair Labor Standards Act of 1938 is amended to 
read as follows: 

“(e) ‘Employee’ includes any individual employed by an employer, but shall 
not include any individual who, under the usual common law rules applicable 
in determining the employer-employee relationship, has the status of an in- 
dependent contractor or any individual who is not an employee under such 
common law rules, except that such term shall include any individual who 
performs services for remuneration for any reason— 

“(1) as an agent-driver or commission-driver engaged in distributing meat 
products, vegetable products, fruit products, bakery products, beverages (other 
than milk), or laundry or dry-cleaning services, for his principal; 

“(2) as a full-time life insurance salesman: 

“(3) as a home worker performing work, according to specifications furnished 
by the person for whom the services are performed, on materials or goods 
furnished by such person which are required to be returned to such person or 
a person designated by him, if the performance of such services is subject to 
licensing requirements under the laws of the State in which suck services are 
performed ; or 

“(4) as a traveling or city salesman, other than as an agent-driver or com- 
mission-driver, engaged upon a full-time basis in the solicitation on behalf of, 
and the transmission to, his principal (except for sideline sales activities on 
behalf of some other person) of orders from wholesalers, retailers, contractors, 
or operators of hotels, restaurants, or other similar establishments for mer- 
chandise for resale or supplies for use in their business operations; if the con- 
tract of service contemplates that substantially all of such services are to be 
performed personally by such individual; except that any individual described 
in clauses (1), (2), (3), or (4) shall not be included in the term ‘employees’ 
if such individual has a substantial investment in facilities used in connection 
with the performance of such services, or if the services are in the nature of 
a single transaction ‘not part of a continuing relationship with the person for 
whom the services are performed.” 

I hope this can be considered in the committee rather than for the amend 
ment to be made from the floor. 

Sincerely, 





Homer FE. CAPEHART. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 11, 1957. 
Hon. Joun F. Kennepy, 
Chairman, Subcommittee on Labor, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR KENNEDY: This is with reference to your request for my views 
on a proposed amendment to S. 1512, a bill to amend the Fair Labor Standards 
Act by clarifying the definition of “employee,” and for other purposes. 

S. 1512 would limit the present coverage of the act by amending section 3 (e) 
to provide that the term “employee,” as used in the act, would not include “any 
individual who under the usual common-law rules applicable in determining the 
employer-employee relationship, has the status of an independent contractor” or 
“any individual who is not an employee under such common-law rules.’ The 
amendment would retain this provision but would further expressly provide, with 
qualifications, that the term “employee” includes certain workers in the cate- 
gories of agent or commission drivers, full-time life-insurance salesmen, home- 
workers, and full-time city or traveling salesmen. 
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The amended provisions are apparently intended to meet the objection to S. 
1512 that it would materially reduce the act’s coverage with respect to un- 
organized workers who may be required as a condition of continued employment 
to lend themselves to agreements which, under common-law rules, would estab- 
lish independent contractor, lessee, or similar relationships and thus avoid the 
application of the act. 

Aithough the amendment would undoubtedly protect some employees from loss 
of existing benefits, the four groups of workers protected are so narrowly cir- 
cumscribed that an extremely limited number would be affected. Further, three 
of the groups (agent or commission drivers, life-insurance salesmen, and full- 
time city or traveling salesmen) are presently subject to specific exemptions from 
the minimum wage and overtime requirements of the act. As a result, the number 
of workers who would be protected by the amendment is even more limited. 

It is doubtful that the substitute would furnish any protection to homeworkers. 
By restricting protection to those workers employed in States having licensing 
requirements, the proposal still excludes homeworkers in the majority of States. 
Protection is also limited to those “performing work, according to specifications 
furnished by the person for whom the services are performed, on materials or 
goods furnished by such person which are required to be returned to such person 
or a person designated by him.” Although the quoted language describes some 
typical homework arrangements, many variations have been adopted by certain 
employers in an attempt to change the legal status of the homeworker from that 
of an employee to that of an independent contractor. For example, some em- 
ployers, instead of furnishing the materials or goods, have adopted the device 
of selling them to the workers or of having the worker purchase supplies from a 
third party designated by the employer. ‘Chis variation and many others which 
could easily be devised would remove homeworkers from the restrictive language 
of the amendment. 

The amendment is also, of course, subject to the same objection as 8. 1512 
in that, by substituting a common-law concept for determining the employment 
relationship under the act, it would increase uncertainty regarding the line of 
demarcation between employees and independent contractors and lead to extend- 
ed litigation. It would also seriously interfere with achievements of the basic 
objectives of the act since the common-law concepts were developed in other con- 
texts of tort and contract law and are not adapted to the broad remedial pur- 
poses of the Fair Labor Standards Act. The full scope of the employment rela- 
tionship as defined in the Fair Labor Standards Act has been delineated in many 
court decisions, including decisions of the Supreme Court of the United States. 
On the other hand, the Supreme Court has pointed out that the limits of the em- 
ployment relationship at common law are not clearly settled. 

For the reasons outlined above and in this Department’s report of Mareh 25 
on §, 1512, I strongly oppose the enactment of the substitute amendment. 


The Bureau of the Budget advises that it has no objection to the submission of 
this report. 


Sincerely yours, 


JAMES P. MITCHELL, 
Secretary of Labor. 


UNITED STATES SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
April 1, 1957. 
Hon. JoHN F. KENNEDY, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
Washington, D. C. 

DEAR SENATOR KENNEDY: I am transmitting herewith three memorandums pre- 
pared at your request by Sar A. Levitan of the Legislative Reference Service 
of the Library of Congress. These memorandums were prepared in connection 
with problems that arose during the hearings and required additional clari- 
fication. 

The memorandums deal with the following subjects : 

1. A brief discussion of the term “area of production” as used in the Fair 
Labor Standards Act. 


2. A statistical summary of agricultural coverage under various proposals 
for amendments to the Fair Labor Standards Act, and 
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3. A study of the comparable cost of living in cities of different sizes on a 
selected basis. 
Very truly yours, 
JOHN S. ForsytTHE, General Counsel. 


MEMORANDUM 


To: John §S. Forsythe, General Counsel, Senate Committee on Labor and Pub- 
lic Welfare. 

From: Sar A. Levitan. 

Subject: Area of production. 

Section 13 (a) (10) of the FLSA exempts from coverage employees engaged 
in processing certain agricultural and horticultural commodities and dairy 
products. The exemption applies to processing performed in the area of produc- 
tion, where the products are raised. 

The FLSA Administrator has defined “area of production” in terms of two 
criteria: location of the producing facility and area from which goods were 
received. To be exempt from coverage the employees must meet both criteria. 

1. Location. The plant must be located in open country or rural community 
with a population of less than 2,500 and at least 1 mile outside a community 
with a population of 2,500 and at least 5 miles outside a city with a popu- 
lation of 500,000. 

2. Ninety-five percent of the processed commodities by the exempt establish- 
ment must come from “normal rural sources of supply” within a radius from 
15 to 50 miles. The variation of mileage presumably depends upon the 
normal mileage that the agricultural commodities are transported for proc- 
essing. 

The Department of Labor estimated that in 1953 a quarter of a million 
workers were disqualified from FLSA coverage by the “area of production” 
exemption. The largest groups were in canning, cotton ginning and com- 
pressing, and dairy products. But for every exempt employee there were 
more than three engaged in the same occupation who were covered by the pro- 
visions of FLSA, as the following table indicated : 


Number of employees erempt from the minimum wage and overtime provisions 
under sec. 13 (a) of the Fair Labor Standards Act, by industry, September 
1958 


{In thousands] 


Total num- 
ber of em- | Number 


Industry |  ployees of em- 
| engaged in ployees 
| specified exempt 
activities 
} 
aii OEE eee 2. 8. i csbabocntinebnesecncos | 1, 082 233 
Manufacturing: 
Butter, cheese, and milk products , ' ‘ 4 135 15 
Ice cream __- ee a 88 3 
Canned, preserved, frozen fruits and vegetables ‘ : é 336 0 
Wholesale trade, assembling of farm products: 
Dairy produets__-____--- t : : * 127 21 
Fruits and vegetables_.___- 124 35 
Cotton ___- ; 10 3 
Grain_____- dcdes ‘ i 40 23 
Livestock -__..._- 27 14 
Tobacco = . ‘ A a3 22 3 
Seeds....__- ei sa ‘ ; 12 2 
All other -- s 5 ; 42 8 
Warehousing Seietinberert bes 21 11 
Cotton ginning and compressing---------- Sia ‘ : AS 65 40 
Agricultural services, n. e. c..-.- eats 33 5 


Source: Estimates made by Wage and Hour and Public Contracts Divisions, U.S. Department of Labor 


oo 


In addition, section 7 (c) exempts from the overtime pay requirements for 
a period of 14 weeks during a calendar year employees engaged in the first proc- 
essing within the area of production of certain agricultural and horticultural 
commodities during seasonal operations. The Department of Labor estimated 
that in 1953 more than 500,000 employees did not receive overtime pay for a period 
of 14 weeks because of this exemption. 
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The Wage and Hour Administration has pointed on several occasions to the 
need of revision of the complicated system of exemptions provided under the 
area-of-production exemptions in section 13 (a) (10) and 7 (c). . 

The Department of Labor found in 1954 on the basis of extensive hearings 
held on area of production that the provision was unfair to employees as well as 
employers. The Department of Labor concluded : 

“There was substantial evidence that while the minimum wage itself did not 
create economic hardship, there was economic hardship arising from competitive 
inequities. Thus, for example, employers in the fresh fruit and vegetable indus- 
try in the Norfolk, Va., area complained of the advantage of other packers with 
whom they competed directly, because the competing packers could pay less than 
75 cents an hour. A number of similar complaints were received.” 

* * * * * * “% 

“The record contains uncontroverted evidence of the discriminatory effects of 
the present definition of “area of production.” Employers who may not avail 
themselves of the exemption provisions in sections 7 (c) and 13 (a) (10) of the 
act find themselves in direct competition with employers who may. Much of the 
testimony frankly recognized that discrimination is inherent in the statutory 
provisions. Some proposals were designed to avoid this discrimination by pro- 
viding exemption for all or practically all employees in a particular industry or 
branch; others would have eliminated the discrimination by withholding the 
exemption from all employees. Some witnesses stated that it would not matter 
whether all competitors could take advantage of the exemption or not—the im- 
portant consideration was that all should be treated alike. Other proposals 
were made which would have shifted the discriminatory effects of the definition 
from one group to another. Generally the evidence showed the results of such 
shifts would merely have been to make the exemption available to the group 
urging the particular proposal.” 

The report concluded that “the only real and lasting solution to the problem 
is a legislative one.” 





THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D. C., March 21, 1957. 
To: Mr. Jobn S. Forsythe, General Counsel, Committee on Labor and Public 
Welfare. 
From: Sar A. Levitan. 
Subject: Statistics on agricultural coverage. 

1. Morse bill. 

The Morse bill would apply the present provisions of the FLSA to agricultural 
laborers employed by farm enterprises which use annually more than 400 man- 
days of hired labor during each quarter of the year. 

Technicians at the Department of Agriculture estimated that the bill would 
cover somewhere between 15,000 to 20,000 farms in the United States. 

2. If farms employing more than 4,000 man-days of hired farm labor during 
2 year are not exempt, less than 12,000 farms in the country or about 1 out of 
every 400 farms would be affected. 

The above data are based upon the 1954 census of agriculture. In that year 
there were 12,066 farms in the United States with a payroll of $20,000 or higher. 
Average daily wage rates of hired farm labor ranged between $5 and $6. The 
payroll bill for 4,000 man-days was, therefore, in excess of $20,000. The 12,000 
large farms employed about 340,000 hired workers or about one-eighth of the 
total hired labor employed on farms in 1954. 

Following is a summary of the pertinent data from the 1954 census of agricul- 
ture: 

Farms by amount of cash expended for hired labor, 1954 


Number Percent of 


total 
Total number of farms » fn ‘ - 4, 783, 021 100. 0 
Farms revorting expenditures for hired labor : : 2, 220, 688 46.4 
Farms with cash expenditures for hired labor: 
Less than $10,000 2, 186, 965 15. 7 


$10,000 to $19,999 Sais aia ves wiki aniiads ocala 21, 657 i 
Over $20,000 : Meuse bianca a eeah oy 12, 066 } 
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Employment and payroll on farms with cash expenditures of $20,000 or higher, 





1954 
| Number of Employ- |  Payrolls 
| farms | ment | 
3 | | - 
Millions 
Farms with cash expenditures: 
I 5 hg yg acess wna ahboe gues ons 12, 066 340, 000 $495 
$50,000 and higher. _..........-.-.-- eo id cia oe daie 2, 380 135, 000 229 
$100,000 and higher__________- tara toes neat anes 720 80, 000 124 
Marcu 22, 1957. 
MEMORANDUM 
To: John S. Forsythe, General Counsel, Senate Committee on Labor and Public 


Welfare. 
From: Sar A. Levitan, Legislative Reference Service, Library of Congress. 
Subject : Comparable cost of living in cities of different sizes. 

Testimony presented during the hearings alluded to wide differences in cost of 
living in large metropolitan areas and smaller cities and towns. 

The available evidence does not seem to support the above assertion, with the 
possible exception of housing. 

Data developed by the United States Department of Labor several years ago 
showed no correlation between size of city—or geographic location—and cost 
of living. For example, the cost of living was lower in New York and Chicago 
than in Richmond or Atlanta. 

But the 1951 Department of Labor Survey was limited to 34 cities, the smallest 
of which had a population of 78,000. To compare cost of living in large and 
small cities, we requested the Bureau of Labor Statistics to compare costs of 
representative items which go into making its Consumer Price Index. The 
comparisons were made for 10 cities representing each of the size groups from 
which data for the Consumer Price Index are collected. 


Size group of metropolitan areas: Cities 
Over 2,000,000___......-.--- New York and Los Angeles. 
1,000,000 to 2,000,000________ Pittsburgh, Pa. 
240,000 to 1,000,000_________.Minneapolis, Minn. 
30,500 to 240,000__......._- Canton, Ohio, and Charleston, W. Va. 
nue 00 Gaede... Camden, Ark.; Grand Island, Nebr.; Glendale, 


Ariz. ; and Shenandoah, Iowa. 


Representative cities from the several regions for which data were available 
for January 1957 were selected: The cities were divided into 2 groups; the 4 
large cities (those with more than one-fourth million population), and the 6 
smaller cities and towns. The tabulation includes 58 items, out of some 300, 
which go into make up the Consumer Price Index. The 58 commodities are 
those for which comparable data in January 1957 were available. 

The data show that 26 items were higher in the small cities, 31 were lower, 
and 1 item cost the same in the large and small cities. This breakdown for foods 
fuels, and all other items was as follows: 


Number of items whose cost in small 


cities is— 
Items ibe ee ee ee eae a Ltn ol 
Higher | Lower Same 
any tay | 

a ete kaw 26 31 | l 
wan. . <<: a 10 1! 1 
Fuel ——" ie ; 1 3 0 
All others__. ao va 15 17 | 0 


These data would lead to the conclusior that there is little difference in cost 
of living in the larger cities and small towns. The Bureau of Labor Statistics, 
in transmitting the data, cautioned that the data are subject to limitations since 
they do not include cost of rent which may be a major factor in any cost of living 
differences between large and small cities. 
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The detailed data prepared by the Bureau of Labor Statistics and Mr. Bwan 
Clague’s letter of transmittal are attached. The January 1957 data are prelimi- 
nary and subject only to minor changes. 

DEPARTMENT OF LABOR, 
BUREAU OF LABOR STATISTICS, 


Washington, D. C., March 19, 1957. 
Mr. Sar A. LEVITAN, 


Economics Division, Legislative Reference Service, 
Library of Congress, Washington, D. C. 


DEAR Mr. LEVITAN: Mr. N. E. Riley, Chief of the Prices and Cost of Living 
Division, has informed me of your request for price information in large and small 
cities for the use of the Senate Committee on Labor and Public Welfare. I am 
enclosing a table showing retail prices for selected commodities and services in 10 
cities for January 1957. The figures are preliminary in all cases. 

The 10 cities are those you selected in your conversation with Mrs. Ethel 
Hoover, of our staff. As you know, the Bureau has not published any informa- 
tion for medium- and small-sized cities. They are, however, covered regularly 
in our price surveys and are included in the 46-city Consumer Price Index. 

In collecting prices for the index, the Bureau’s agents use detailed descriptions 
which define the quality of each item to be priced. Therefore, prices shown on 
the table represent approximately the same quality from city to city. They are 
however, averages of prices for all types of stores in which the specified quality 
is sold, and may be averages of a fairly wide range of prices. In the case of 
food, for example, the stores priced include both chain and independent stores, 
supermarkets and small grocery stores, credit and delivery stores, meat markets, 
and fruit and vegetable stores. 

The samples of stores prices for food are considerably larger than those for 
other items. Averages for commodities other than food are based on a minimum 
of 4 quotations in the large cities and only 2 or 3 in the smaller cities, where the 
samples of stores are necessarily limited. 

Sales prices are included in the average if sales are in effect for a week or more 
for food and 2 weeks or more for other commodities and services. 

You will note that State and local sales taxes have been included in averages 
for some items in some cities. This has been done when prices including taxes are 
quoted to the Bureau. Care should be taken in making comparisons from one city 
to another in these cases. Time did not permit the inclusion of sales taxes in 
all individual item prices but this can be done if it is necessary. State or local 
sales taxes are in effect in all of the 10 cities in the table except Minneapolis and 
Grand Island. 

Since the committee is interested in differences in cost of living between large 
and small cities, I want to emphasize a point Mrs. Hoover made to you. These 
are only a few of the many items that enter into the cost of living. One of the 
most important sources of place-to-place differences in living costs is housing— 
rents and homeowner costs. Unfortunately, our housing cost data, which are 
quite adequate for price comparisons from one period to another, do not provide 
the basis for comparisons between cities. 

Very truly yours, 
EWAN CLAGUE, 
Commissioner of Labor Statistics. 
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UNITED STATES SENATE, 
Washington, D. C., April 18, 1957. 
Hon. JOHN KENNEDY, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, United States Senate, 
Washington, D. C. 


Dear Mr. CHAIRMAN: I have received from Mr. Forsythe, general counsel to 
the committee, his letter of April 1 transmitting an analysis of the cost of living 
in several cities of differing size, prepared by Sar A. Levitan, of the Legislative 
Reference Service of the Library of Congress with the assistance of the Bureau 
of Labor Statistics. The conclusion of this study to the general effect that living 
cost are not higher in the larger cities remains subject to serious question in 
my opinion. 

Among other aspects limiting the value of this report is that it was restricted 
to the cost of things. No study was made of the costs of services such as 
medical, dental, and transportation costs. No reference was made to the cost 
of housing, which alone accounts for about one-fourth of most people’s budgets. 
And no one in this report or any other, to my knowledge, has grappled with the 
interesting question of the different manner of living required by the very nature 
of being in a large city, for example, how much cost differential is involved in 
the fact that in a town of 5,000 population, most people would walk home to lunch 
whereas in the larger cities most working people must eat in restaurants or 
cafeterias. 

It is most interesting to note that the Federal Government carries on con- 
tinuously, through its wage boards, an expensive operation to keep its salaries 
comparable to those in the various communities. It strikes me that we are 
wasting a lot of time and money if the cost of living is substantially comparable 
throughout these United States. 

To this same point, I want to call to your attention a release of the United 
National Association of Post Office Craftsmen dated April 4 that includes the 
following statement: 

“A new variation of the wage-board principle has been offered in the form 
of a bill, recently introduced by Congressman Timothy P. Sheehan, Illinois. The 
bill provides for a 20 percent increase for all postal employees who work in 
metropolitan areas with a population of at least 500,000 persons. The bill is 
based on the theory that the cost of living is higher in such places.” 

Apparently some labor groups also question the idea that costs of living have 
no substantial geographical variance. 

If the record has not been closed, I should like to have this letter made a 
part of it. 

Sincerely yours, 
GorvDON AtLort, United States Senator. 





APPLICATION OF FAIR LABOR STANDARDS ACT TO RETAIL TRADE 


Prepared by Sar A. Levitan, with the assistance of Geraldine Fowle, the Library 
of Congress Legislative Reference Service, January 31, 1957 
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The need to eliminate substandard wages. 
Federal action necessary. 
Retail trade not local in character. 
A dynamic economy requires extension of minimum wage. 
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Tue Farr LAsor STANDARDS ACT 


OBJECTIVE 


The objective of the Fair Labor Standards Act is to achieve in the United 
States as rapidly as practicable minimum-wage levels necessary for the main- 
tenance of health, efficiency, and the general well-being of workers. This is to 
be materialized without substantially curtailing employment and earning power. 
When the act was passed in 1938, Congress set an hourly minimum of 25 cents 
to be raised automatically to 40 cents within 5 years. The minimum hourly 
rate was raised to 75 cents in January 1950 and to $1 in March 1956. The act 
also requires payment of time and a half the regular rate for hours worked in 
excess of 40 during any workweek. 
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COVERAGE 


The Fair Labor Standards Act is, however, applicable to only part of the. total 
labor force. It is estimated that the Fair Labor Standards Act applies to about 
1 out of every 2 wage and salary employees engaged in nongovernmental jobs. 
The employees excluded from the provisions of the Fair Labor Standards Act 
fall into two categories : 

1. Coverage under the act is limited to employees engaged in commerce, or in 
the production of goods for interstate commerce, or in occupations directly essen- 
tial to the production of these goods. This excludes from the coverage of the act 
about 1 out of every 4 wage and salary earners, including the bulk of employees 
in retail, service, and construction. 

2. The act specifically exempts from coverage of the Fair Labor Standards Act 
several groups of employees who are engaged in commerce or in the production 
of goods for interstate commerce. This category includes about 1 out of every 7 
wage and salary employees. The largest groups in this category are employees 
engaged in agriculture, outside salesmen, and persons engaged in managerial and 
professional occupations. In addition, the act does not apply to handicapped 
persons and to learners. Also, some other groups are exempt from its overtime 
provisions. 

The latest available data on the number of employees covered by the Fair 
Labor Standards Act are for September 1953. There were at that time about 
66 million employed civilian persons in the United States.’ Proprietors, self- 
employed persons, and unpaid family labor totaled 12 million and an additional 
6 million worked for Federal, State, and local governments. Out of the remain- 
ing 48 million employed persons, every second person was covered by the provi- 
sions of the Fair Labor Standards Act; 2 out of every 3 of these were engaged 
in manufacturing. Other large groups were engaged in transportation, whole- 
sale trade, finance, insurance, and real estate. A breakdown of the status of 
workers under the Fair Labor Standards Act in September 1953 is shown in 
table 1. This indicates that percentagewise the industries that were most widely 
covered included mining, manufacturing, and transportation and those least 
affected by the act were in agriculture, retail trade, and services. 


‘The Bureau of the Census estimate of the number of employed persons in September 
1955 was 2.7 million lower. The higher Department of Labor figure is due to separate 
counting of persons holding more than 1 job and the inclusion in the labor force of 
persons below 16 years of age. 
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CHART | 


STATUS OF WAGE AND SALARY EARNERS UNDER THE MINIMUM 
WAGE PROVISIONS OF THE FAIR LABOR STANDARDS ACT 
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RETAIL TRADE 


The largest single group of employees not subject to the provisions of the 
Fair Labor Standards Act is engaged in retail trade. There was a total of 
8,140,000 employees engaged in retail trade as of September 1956. Three years 
earlier, when the Department of Labor made its study of coverage, it found 
that only 3 percent of employees in retail were subject to the provisions of the 
Fair Labor Standards Act. Since the coverage provisions of the act have not 
changed since then, it can be assumed that as of September 1956 there were 
7.9 million retail employees who were not covered by the Fair Labor Standards 
Act. 

Retail employees were excluded from coverage of the act when it passed in 
1938. The exemption applied to persons employed in any retail or service estab- 
lishment the greater part of whose selling or servicing was in intrastate com- 
merce. A 1949 amendment to the act tightened the elimination of retail trade 
from Fair Labor Standards Act coverage by adding the following tests in de- 
fining a retail establishment : 

At least 75 percent of the total sales of the establishment (annual dollar 
voume) must be both (a@) recognized as retail sales or services in the industry 
and (0b) not for resale. 

An amendment proposed in 1946 by the majority of the Senate Labor and 
Public Welfare Committee to remove the exemption of chainstores with more 
than 4 units and establishments doing an annual business of more than $500,000 
was stricken out on the floor of the Senate. Similar amendments were offered 
in the 84th Congress, when it considered the revision of the Fair Labor Stand- 
ards Act. Action on the floors of both Houses was limited, however, to raising 
the minimum hourly rate from 75 cents to $1. But the appropriate committees 
in the Senate and House held hearings on the extension of coverage. With 
regard to retailing, the hearings centered on amendments which would have 
applied coverage of the act to chains with 5 or more units and establishments 
doing an annual business of more than $500,000. 


THE RETAIL INDUSTRY 
SIZE OF ESTABLISHMENTS 


The latest available detailed statistics concerning retail activities in the 
United States are based on a Census of Business for 1954. These data indicate 
that there were in that year a total of 1.6 million retail establishments that 
operated throughout the year. The sales of 4 out of every 5 stores were less 
than $100,000 for the entire year, and 97 out of every 100 stores had sales of 
less than $500,000. But the remaining 3.1 percent of the total retail establish- 
ments accounted for more than a third of the total employees in retailing, 40 
percent of the sales and 43 percent of the payrolls of retail establishments that 
operated during the full year. The largest 1.2 percent of the retail establish- 
ments had during 1954 sales of over $1 million, but they accounted for more 
than a fourth of total retail sales and employees and for 30 percent of the 
total retail payrolls. The distribution of establishments, payrolls, and em- 
ployees by size of units, measured in terms of annual sales, is presented in 
table 2. 


= 
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TABLE 2.—Sales, payroll, and employment, United States retail trade, by sales 
of establishments, 1954 * 

















| Number of employees, 
| | | workweek ended near- 
Establish- Sales | Payroll est Nov. 15 
| ments | its. 
| Total Full-time 
| employees 
dikes scailatilaeceaanss sa —] -—_—_—— 
| | Millions | Millions | 
a ected a | 1,614, 504 | $162, 508 | $17,490 | 6,748,418 5, 474, 418 
Annual sales of- | 
$1,000,000 and over_.....-.-..---..-- eae 18, 969 44, 689 | 5, 226 | 1,733,017 | 1, 401, 106 
$500,000 to $999,999____- aa iat sail 30, 122 | 20, 787 | 2, 268 | 755, 079 | 630, 010 
$100,000 to $499,999. eon 273, 276 53, 582 | 6,213 | 2,334,402 1, 934, 925 
Less than $100,000_ _- pocmpenceuper -| 1, 292, 137 | 43, 451 | 3, 783 | 1,925,905 | 1, 508, 377 
Percent 
= ] : | +: eat su 
Total___- endase . 100.0 | 100.0 | 100.0 | 100. 0 100.0 
Annual sales of | | 
$1,000,000 and over........----- aol 1.2 | 27.5 | 29.9 | 25. 6 25.5 
$500,000 to $999,999 int oot 1.9 | 12.8 13.0 11.2 | 11.5 
$100,000 to $499,999_............ ae 16.9 33.0 35.5 34. 5 | 35. 2 
Less than $100,000 Lae : 80.0 | 26.7 21.6 28.5 | 27.5 


1 Excludes 107,146 establishments not open all year. 


Source: U. S. Bureau of the Census, 1954 Census of Business, Retail Trade, Sales Size, bull. R-2-2° 
advance report. 


A comparison of the 1948 and 1954 census of business data seems to indicate 
a trend toward increasing size of retail units. The total number of retail stores 
that operated the entire year increased by 6 percent between 1948 and 1954, and 
the total number of retail establishments, including those that did not operate 
the full year, was actually smaller in 1954 than the total number of establishments 
that operated in 1948. As table 3 indicates, during the period between the 2 
censuses the sales of the units with a volume of business over $1 million in- 
creased by 73 percent, while those in the category of less than $100,000 annual 
business rose by 8 percent. At the same time employment in the larger units 
rose by almost a fifth, while employment in the small units actually declined by 
more than a tenth between 1948 and 1954. 


TABLE 3.—Percentage changes of retail establishments, by size, sales, and 
employment, 1948-54 


Number of employees 
Establish- 


ments 
Sales Total Full work- Payroll 
week 
| 
Total 6.2 31.2 4.7 4.6 | 34.4 
Annual sales of 
$1,000,000 and over. 81.8 73.1 18.1 14.2 51.7 
$500,000 to $999,999 38.4 | 39,9 | 15.8 15 6 | ~¢ 
$100,000 to $499,999__- 24.7 | 24.3 9.9 32 34.3 
Less than $100,000 1.8 | 3.4 | -~194 naa ae 


Source: Computed from U. 8. Census of Business. 1948, vol. 1, Retail Trade, General Statistics, pt. 1, 
table 2-B; 1954, Retail Trade, Sales Size, bull, R-2-2, advance report, table 2-A. 


The 1954 Census of Business also presents data on the distribution of retail 
establishments by the number of employees. Less than 1 percent of the establish- 
ments employed more than 50 employees and only 1 out of 400 retail stores em- 
ployed more than 100 employees. General merchandise accounted for exactly 
half of the largest units with 100 or more employees. The distribution of retail 
establishments by kind of business is presented in table 4. 
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But while establishments with 50 or more employees accounted for 0.8 percent 
of the units, they employed a fourth of all the employees in retailing and the 
units with more than a hundred employees accounted for a sixth of the workers. 
It appears that part-time employment is not affected by the size of establish- 
ment. About 1 out of every 5 employees was employed on a part-time basis dur- 
ing the week for which the data are available. This proportion varied little in 
the three size groups presented in table 5 


TasLe 4.—Distribution of retail trade establishments, by number of employees 
and kind of business, workweek ended Nov. 15, 1954 














} 
Total | Number of establishments with— 
number of | Peet kl 
Kind of business | establish- | | 
| ments | Less than 50 | 50-99 100 or more 
employees | employees employees 
| | 
ds cetasrargrentmrrnensinccineroten 1, 614, 504 1, 601,870 | 8, 946 3, 688 
Ween ete 3 os ss : eel 365, 069 363, 505 1, 367 197 
Eating, drinking pl RR eae yr Fira ie kite | 287, 837 285, 802 | 1, 597 438 
General merchandise _____.__._- ee ee 73,770 | 69, 789 | 2, 150 1, 831 
Apparel, accessories --___- Seeey 114, 485 113, 390 | 699 396 
Furniture, home furnishings, appliances. Raomdek | 87, 606 | 87, 168 320 118 
Automotive... ee eialincigtamettiieid on on------| 81, 251 | 79, 390 | 1, 559 302 
Gasoline service stations __-- icmeae 162, 908 | 162, 867 | 34 7 
Lumber, building materials, ete _- | 96, 738 | 96, 208 | 433 97 
Drug stores, proprietary stores ee ; ‘ | 53, 784 | 53, 621 | 141 22 
Other retail stores_..............--- ; | 216, 552 216, 112 335 105 
Nonstore retailers _-........--- ies dnepi etek ; 74, 504 | 74, 018 | 311 175 


Source: United States Census of inate, 1954, Retail Trade, Employment Size. Bulletin R-2-3, 
t able 3A 
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MULTIUNIT RETAIL ESTABLISHMENTS 





Almost 1 out of every 10 retail businesses operating in 1954 was part of a 
multiunit establishment. The multiunit establishments accounted for a third 
of the stores in retail trade and 30 percent of the total sales. The data indi- 
cate that the average multiunit outlet is considerably larger in terms of sales 
and number of employees, than the single-unit establishment. For example, the 
average retail unit which was part of chains with 26 or more outlets was 5 
times as large as the average single unit establishment in terms of sales, em- 
ployment and payrolls. Table 6 shows the relative importance of multiunit 
establishments in retailing. 


TaBLe 6.—Multiunit retail establishment, sales, payrolls, and employment as 
percent of total, 1954 


Paid employees, 

| workweek ended 

| Establish-} nearest Noy. 15 
ments | Sales | Payroll 


| | | Total | Full work- 








week 
| ; | ; ; 

ae a fac 100. 0 | 100. 0 | 100.0 | 100. 0 100. 0 
Total, multiunit- | 9.7 30.1 | 35.0 | 35. 4 33. 5 
4 or more multiunit ; | 6.1 23.7 | 26.9 27.7 25.4 
4 oc 5 more multiunit 0.6 | 1.7 | 2.2 2.1 2.2 
6 to 10 multiunit : | 0.6 | 2.1 | 2.8 2.6 | 2.6 
11 to 25 multiunit , 0.8 3.3 | 4.3 | 4.4 | 4.2 
». 6 | 17.6 | 18 5 


; cei | ae 
26 or more multiunit : | 4.0 if 6 | 16.5 
| 


| | 
Source: Computed from data in 1954 Census of Business. Retail Trade. Single Units and Multiunits, 
Table 4A. Advance report. 





While the total number of retail establishments that operated the entire year 
declined by 2.7 percent between 1948 and 1954, the number of multiunit establish- 
ments rose by exactly the same ratio. There were also considerable differences 
in the rate of growth among the several categories of multiunit establishments. 
The number of outlets of establishments with 25 units or less has declined, but 
this loss in number of outlets is more than compensated for by establishments 
with 26 units or more. The greatest gains in terms of sales and number of 
employees occurred in multiunit establishments with 11 to 25 outlets. Table 5 
shows the changes in sales, payrolls, and employment that occurred in multiunit 
retail establishments between 1948 and 1954. 


TABLE 7.—Multiunit retail establishments, sales payroll, and employment, percent 
change, 1948-54 





















Paid ¢ mployees 

workweek ended 
Establish nearest Noy. 15 
ments 


Full 


V 


Total 






Total multiunit 


4 or more units (! 28. 6 38.7 10.0 8.5 
4 or 5 units | —6,8 5.8 1.0 16.8 18.5 
6 to 10 units —12.4 o7 5 , g 7 “¢' 
11 to 25 units —5.5 47.1 5 26.0 24.9 
26 or more units 28. 4 


1 Increase of less than 0.05 percent. 





Source: Computed from data in 1948 and 1954 census of business. Retail trade, single units, and multi 
units, tables 3A (1948) and 4A (1954). 
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TYPES OF RETAILING 


The Bureau of the Census divided retailing into 11 groups of businesses. 
General merchandise, eating and drinking places, and food stores account for 
half of the total employment in the industry. The other eight categories in 
descending order measured in terms of employment are: Automotive, apparel, 
lumber and farm equipment, furniture, gasoline service, drugstores, nonstore 
retailers, and a group of miscellaneous, including liquor, fuel and ice, jewelry, 
and feed stores. The total and full-time employment in each of these categories 
as of November 1954 is presented in table 8. 


Taste 6.—EHmployment in retail trade, by size and kind of business, 1954 * 


{In thousands] 


Employment /|Employment in establishments with sales 


Above $500,000 Below $500,000 


Kind of business Full a 
Total | work- | 
week Full | Full 
Total work- Total work- 
week week 


Total. ose 4, 7 5, 47 2, 031 26 3, 443 


Food stores | 413 284 555 | 414 
Eating, drinking places 5 | : | li 100 . 106 | 904 
General merchandise - : 674 218 
Apparel, accessories § 145 314 
Furniture, home furnishings, appliances 77 233 
Automotive ; 405 25 242 
Gasoline service stations 3% 9 245 
Lumber, building materials, etc , 113 282 
Drugstores, proprietary stores 2] a 21 25k 193 
Other retail stores ¢ 88 39 339 
Nonstore retailers 7 : 115 60 


| Establishments that operated entire vear. 


Note.—Totals do not necessarily add up because of rounding, 
Source: U.S. Census of Business, 1954. Retail trade, sales size, bull. R-2-2, advance report, table 24 


There existed in 1954 wide variations in the degree of concentration among the 
several kinds of business in retailing. In general merchandising almost 3 out of 4 
employees worked in establishments where total sales in 1954 exceeded $500,000, 
while gasoline service stations with the same level of sales accounted for only 3 
percent of the total establishments in that type of business. For the whole of re- 
tailing more than a third of the employees worked in establishments with total 
sales of $500,000. 

PART-TIME WORK 


About 4 out of every 5 employees in retailing worked a full workweek during the 
week of November 15, 1954. Part-time work was most prevalent in food and 
general merchandise stores where more than 1 out of every 4 employees worked 
part-time. During the same period the incidence of part-time work occurred least 
frequently in the automotive branch of retailing where 19 out of 20 employees 
worked full time. 

It appears that the incidence of part-time employment in retailing is a product 
of the type of business rather than size. Table 7 shows that employees who 
worked a full workweek during the week ending nearest November 15, 1954, ac- 
counted for 83 percent of the tetal employment in establishments whose total sales 
were above $500,000, or only 2 percent higher than in the units where sales were 
below that mark. 
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TABLE 9.—Percent of total employees who worked full workweek in retail trade, 
15, 1954 


by size and kind of business, workweek ended Nov. 











Percent in Percent in 

establishments | establishments 

Kind of business over $500,000 | below $500,000 

who worked who worked 

full workweek | full workweek 
ett atresia Rete en ink baie ele cae aaeee 83.0 80.8 
Food stores_.......-...-.-. al 68.8 74.6 
Eating, drinking places. Bas madaaee 4 86.8 81.8 
General merchandise - .-__--_-_- is fa ac ioaesiehgecaeaiaeeiadiial aati he Lala cicada 74.4 67,2 
Apparel, accessories. ---_----- : 82.8 76. 1 
Furniture, home furnishings, appliances EaoeevseueiOceuwesenenncowens 93.3 90. 6 
Automotiv ee . 97.2 93.5 
Gasoline service stations.____- 90. 1 78.9 
Lumber, building materials, co ri eects ge ges 93.9 | 90. 1 
Dresses, prepsietery steres...........-......-.--..+..4. 73.8 | 74.8 
ER a a le ll Sa aan! © 2 93.9 85. 1 
5 er aes Rbenb mane! 90. 2 89.0 


Source: Computed from United States census of business, 1954. bull. R-2-2 


Retail Trade, 
advance report, table 2-A. 


Sales Size, 


HOURS OF WORK 


According to the United States Department of Labor the average number of 
hours worked in retail trade during 1955 was 39. There was relatively little 
variation in the number of hours worked between retailing and other major 
industries where, in 1955, average weekly hours ranged from 36.9 (contract 
construction) to 41.9 (transportation). 

But for purposes of the Fair Labor Standards Act average hours may be mis- 
leading. It was shown in table 9 that, according to the 1954 Census of Business, 
almost 1 out of every 5 employees in retailing worked on a part-time basis. This 
proportion of part-time employment is considerably higher than in other major 
American industries, and thus conceals the average hours worked by full-time 
employees. 

For purposes of applying the FLSA to retail trade it is important, therefore, 
to analyze the extent to which employees in retailing work in excess of 40 hours, 
since the act requires that where applicable overtime rates (time-and-a-half the 
regular rates) be paid for hours worked in excess of 40 during any 1 week. 

Unfortunately, no reliable data are available on the incidence of work in 
excess of 40 hours per week for the whole of the United States. However, several 
States have conducted in recent years surveys which show that a significant 
proportion of retail employees work in excess of 40 hours. Most recent data 
are available for New York State. According to a study by the New York State 
Department of Labor 38 percent of New York retail employees worked in 1955 
in excess of 40 hours a week. But the large proportion of part-time employees 
pulled down the median number of hours to 40. Table 10 presents a distribu- 
tion of the hours worked by retail employees in New York State in September 
1955. 


TABLE 10.—Weekly hours in New York State Retail Trade, September 1955 


Percent 
of retail 
employees 


Hours worked: 


Cane ee rie eet eee a 2.9 
Nene ee nn nee eek eee eee yl ae 7.0 
Coenen ee en ee enn ee eek ek Siep neces 6. 4 
chal neediness ad 18 
I a 12.2 
Neg Be 26. 6 
I 9. 2 
To ceca acenniemudinsad ok manatuiuckncnescexcimscamicctemians, e 8.0 
I ee 10.2 
49 hours ass note 9.7 


Source: State of New York Department of Labor. 
Industry in New York State, 1955. 


Wages and Hours in the Retail Trade 
Publication No. B—86, p. 


51. 
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Surveys conducted in other States during the past 3 years showed similar 
results. In Arizona, it was found in 1954 that half of the women employees— 
survey covered only women—worked in excess of 40 hours and almost 1 out of 
every 4 worked 48 hours. During the same year 73 percent of the men and 31 
percent of the women engaged on a full-time basis in retail trade in New Jersey 
worked in excess of 40 hours, while two-fifths of the men and almost a tenth of 
the women worked 48 hours or over. In 1955, an Ohio survey found that 60 per- 
eent:of the men worked in excess of 40 hours and 30 percent worked 48 hours 
or over. Women worked considerably shorter hours. 


EARNINGS AND WAGES 
Annual and hourly rates 


In 1955, average annual earnings per full-time employee in retail trade were 
$3,221, or 84 percent of the average annual earnings in all American industry. As 
table 11 indicates, the average annual earnings in retail were lower than in all 
other major nonagricultural groups except services. 


TABLE 11.—Average annual earnings in United States for full-time employee, 





1955 

aie : r cata 
Industry Annual | Percent of re- 

earnings | tail earnings 

PN ne ee ee te ek oe ats eee ea =e $3, 830 | 119.0 
SI es eae ee UL dda cde adic aa Seek «copies 3, 221 100.0 
Wholesale trade. -_---- Soe oeaiaal sacs that cise Saecinl 4,771 148. 2 
nine -ieenilenaeedtan keen eapukienr aw inns thn ieee ete 4, 351 135. 2 
Finance, insurance, and real estate _ sisabetketedsstmasdauas 4, 032 125.3 
Trans;ortation wibaooks ey ee sith debs waitiac te hata drt teh habe cco tater 4, 755 147.7 
Services_ posh taslitl tots ctedndoumbeedapipig Eebeiodtaseup a aibed Keb mada seek 2, 789 86. 6 
CINE oa on eat ata Aelia iia eel ot 3, 711 115.3 


Source: U. 8. Department of Commerce, Survey of Current Business, July 1956, p. 20. 


The relatively low average annual earnings in retail trade are also reflected 
in the lower average hourly earnings paid to retail employees. There was rela- 
tively little variation in number of hours worked between retailing and other 
major industries during 1955. The large differences in earnings were, there- 
fore, mostly due to the lower hourly rates paid in retailing as compared with 
other industries. The average worker in manufacturing had to work in 1955 
only 52 hours to earn the same amount of money that a retail worker made in 
40 hours. A comparison of hourly rates and average number of hours worked 
per week in retail trade and other major industry groups during 1955 is pre- 
sented in table 12. 


TABLE 12.—Average hourly earnings and hours worked per week by nonsuper- 
visory employees in American industry, 1955 


Industry Hourly Percent of Weekly | Percent of 
earnings retail hours | retail 
sar letata testa bsinG chia i lei aac aeenams i _|_—_____—— 
Retail trade -_....-- fy ie tieeel $1.50 | 100 | 39.0 | 100 
Wholesale trade - ; 1,91 27 | 40.6 | 104 
Manvf;cturing. __- 1.88 125 | 40.7 | 104 
Transportation 1.95 | 130 | 41.9 | 107 
Servi es - ; .99 | 66 | 41.5 | 106 
Contract construction _-...-...---------------- 2.19 | 146 | 36.9 | 95 
| 


So-rce: U.S.i epartment of Labor, Employment and Earnincs, annual supplement for 1955. June 1¥oo, 
pp. 104-120, 


The relative increases of wages in retail trade since 19389 have kept up in 
general with the movement of wages in other industries. Hourly earnings ran 
somewhat behind those in manufacturing and building construction, but have 
kept somewhat ahead of the gains made in wholesale trade and class I rail- 
roads. Between 1939, the first year for which comparable data are available, 

89646—57——-62 
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and 1955, average hourly rates in retailing have increased by 177 percent, com- 
pared with a gain of 197 percent in manufacturing and 167 percent in whole- 
sale trade. But since the end of World War II, hourly rates in retailing have 
made relatively greater gains than in manufacturing. 


TABLE 13.—Percentage rise in hourly earnings of employees in retail trade and 
other major industries, selected years, 1939-55 


[1939= 100}, 


Year Retail | ‘Wholesale | Manufactur- | Building Class I 





trade | trade ing | construction railroads 

} | | 

ee eer —| 
Ut et ee eed es hE 100. 0 100. 0 | 100.0 100. 0 100. 0 
eh lial eat oan 7 134.9 | 137.8 161.0 | 141.5 129. 9 
SS fore asicane aan 209.8 | 197.8 | 2% 207. 6 195. 5 
1954__ ; 267. 5 255.9 279.0 264. 4 
1955. ‘ oa 276.8 | 267.1 | } 285. 4 267. 1 





Source: Computed from Economic Report of the President, January 1956, p. 191. 


Wage rates and size, tupe, and location of establishments 

The 1954 census of business indicates that there existed a direct relationship 
between the size of the establishments, measured in terms of annual sales, and 
the weekly wages of full-time employees. Except for establishments with sales 
above $5 million, the average weekly earnings of full-time employees declined 
as the volume of sales declined. The weekly wage of employees in establishments 
with sales between $2 million and $5 million was more than double the comparable 
earnings of the employees in the smallest units. The weekly wages of full-time 
employees in retailing by size of establishment are shown in table 14. 


TABLE 14.—Average weekly wages in retail trade, by size of sales, workweek 
ended nearest Nov. 15, 1954 





Average weekly wages ill workweek 
Annual sales 
Food General Automo 
l stores merchan- tive 
LIS€ 

Total Sd6. 90 S58. 47 349. 04 $74. 95 
$5,000,000 or over 61. 29 56 43 Mh. O4 92. 91 
$2,000,000 to $4,999,999 70. 60 69.9 51. 48 87. 90 
$1,000,000 to $1,999,999 67. 18 69. A3 47. 71 80. 62 
$500,000 to $999,999 63. 83 67. 52 1 60 73.03 
$300,000 to $499,999 61. 20 63.9. 42. 52 6& 19 
$100,000 to $209,999 56. 26 5. 10 10. 62 64. 25 
$50,000 to $99,999 iS. 56 i. 20 37.18 57. OS 
$30,000 to $49,999 12.58 40). 33 34.14 54. 37 
$20,000 to $29,999 38. 07 26. 43 31.18 2, 24 
$10,000 to $19,999 34.50 34.05 ). 3S 18. 63 
$5,000 to $9,999 32.14 1.60 29. 72 14.33 
Less than $5,000 32. 12 1). 80 28. 02 41.34 
Source: Computed from United States census of business, 1954, retail trace le e, bulletin R-2-2 


advance report, table 2A 


The close correlation between size of establishment and average weekly wages 
can be noted in every one of the major 11 groups into which the Bureau of the 
Census divides retail trade. Nevertheless, the kind of business is also a major 
factor in determining retail wages, according to the 1954 census of business. 
The lowest average wages in retailing (excluding eating and drinking places 
where tips constitute a sizable part of the worker's income but are not included 
in wages) were paid in general-merchandise establishments. But, as was shown 
earlier (table 9), this type of retail business had the highest percentage of 
establishments where sales exceeded the $500,000 mark. Furthermore, automo- 
tive stores, which paid the highest average wages of all the major groups in 
retail trade, also paid higher average wages in establishments with annual sales 
below $100,000 than the comparable wages that were paid in the largest units 
selling general merchandise. 
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But, on the whole, average weekly wage differentials among the major groups 
in retailing are appreciably narrower than in manufacturing. Highest wages 
in manufacturing in 1955 were paid in the petroleum industry, where average 
weekly earnings were $96.76, or almost double those in apparel, where the average 
weekly rate was $49.41. The highest wages in retailing during 1954, as table 15 
indicates, were paid in the automotive group. Average weekly wages in this 
group were 25 percent higher than for all retailing, when eating or drinking 
places are excluded, and 50 percent higher than in general merchandise. the 
group of retail establishments with the lowest wages. 


TasBLe 15.—Average weekly wage of full-time employees, by kind of business and 
size of establishment, 1954 


| 
| Sales of {Sales between| Sales below 
Kind of business | Total | $500,000 | $100,000 and $100,000 
| andabove | $499,999 


Retail trade, total | $56.90 $61. 29 | $57. 66 | $44. 


Foodstores 58. 47 68. 41 57. 59 43. 
J rinking places | 42.06 | 51. 45 46. 10 38. 
ral merchandise | 49. 94 | 53. 22 41.35 35. ! 
Apparel, accessories | 54.75 | 57. 84 | 57.74 48. 
Furniture, homefurnishings, appliances | 67. 26 | 74. 85 69.01 | 56. 
Automotiy 74.95 | 81.17 66. 06 | 56. 
Gasoline service stations 54. 89 66. 48 60. 61 49, ¢ 
Lumber, building material, ete } 67. 83 77.13 66.91 | 56. § 
Drugstores, proprietary stores 50. 64 | 58. 48 53. 68 | 43. 
Other retail stores 61.09 | 70. 80 | 64. 26 51. 
Nonstore retailers 67. 54 | 71.11 | 63.99 | 52. § 
Retail trade less eating, drinking places 60. 23 65.91 | 60. 06 | 48. 82 


Source ‘omputed from United States census of business, 1954. Retail trade, sales size, Bulletin R-2-2 
advance report, table 2A 


The relative magnitude of regional wage spreads is also narrower in retail 
trade than in manufacturing. In the latter, the average weekly wage range 
varied in 1955 from $106 in Michigan to less than half of that amount in Missis- 
sippi. The highest average retail wages during 1954 were paid in Nevada, where 
the average weekly wage was $72, or 55 percent higher than in South Carolina, 
where wages in retail trade were lowest. The average weekly wages in retail 
trade in each State, and their relations to national averages, are presented in 
table 16 
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TABLE 16.—Average weekly retail wage, by State total and selected kinds of 
business, 1954 


Percent of 


























State Total United Foodstores | General Automo- 
amount States merchan- tive 
average dise 

Bidet pteistis taeda 5 Wises tas c's $56. 90 100.0 $58. 47 $49. 94 $74. 95 
ili tal «Reais telah tenciteiatetals 44. 89 78.9 41.70 42. 98 63.14 
id tdadedia eel tudedeccartinseisicae ns inneraceapemnonene 59. 75 105. 0 63. 94 48.73 82.13 
6 Soioininekintamecmewnndin deta ts 45. 38 79.8 | 46. 46 40. 49 62.09 
I hig se tig ra cccndin sab eaccuynnss: 67. 95 119. 4 81.18 54. 65 89. 37 
EE iktenihecndecpenawersnoceknenese — 57. 69 101.4 | 63. 34 53. 18 75. 70 
NID Ga cxcaiodekl. tubaleh oats ped een 61. 24 107.6 60. 41 50. 95 78. 31 
pL ee ener gees $315 ~. DGbskat os 56. 47 99. 2 58. 55 49.17 71. 94 
NE ee eee ee 57.05 100.3 66. 44 51.00 82.11 
ee ee he 50. 25 88. 3 47. 66 45. 62 71.13 
TR Sante conch cho bamiemoas 50. 00 87.9 47.91 44. 96 62. 80 
ih lea odio Eile snsciansdp sablddirssin alos 58. 61 103. 0 58. 00 53. 18 83.12 
ia ial ccenls ten ile den hainertranriin enehinian 61. 66 108. 4 63.14 56. 72 82. 11 
iat ond ee Res ceneom ot atk silibies ocias 55. 82 98. 1 54.79 51. 67 | 73. 87 
hace NR icscreswancimndvebliicnsen 52. 61 92.5 51. 21 45. 69 68. 37 
I a i cE a, cee lec enie 52. 61 92.5 53. 40 47.74 70. 83 
dE nce pebibbiean cuss 49.02 86.2 50. 77 43. 86 64. 54 
PL idan Maecoens nagubeubcsccccss 46. 82 82.3 42. 40 42. 82 66. 09 
i eds mts nb ubbncan ens 48. 80 85.8 52. 16 41.29 | 62. 31 
SS SE Te Se a ee 52.77 92. 7 57.75 45. 55 73. 38 
I, te 8 hen peceaces 55. 90 98. 2 55. 16 48. 36 72. 35 
GS ei oRRe te. inc. puke ades acd 60 95 107.1 56. 83 53. 03 86. 48 
Os Re sku ccend oe 57.33 100.8 | 55. 92 52.77 73. 58 
ee ae 45.73 80. 4 41. 84 | 48. 83 59. 41 
og ais “To a a : 54. 91 96.5 56. 66 52. 83 72. 7 
Montana. ----- pt Melanie bea eS 60. 43 106. 2 | 59.19 | 53. 80 | 76. 96 
Nebraska__..-__- ae: ee paehcee 52. 78 92.8 | 51. 94 48. 04 | 66. 37 
NINE els 56s Ronse. eh siciL Lccune ‘ 70, 42 123.8 | 80.76 | 66.67 | 86. 08 
New Hampshire---_------ E 51. 55 90. € 55. 48 44.16 | 64. 78 
Now Jerecy........... ON a diedictatuapes 60. $2 107.1 64.17 | 50. 74 80. 48 
I i ait iron Seapine 54. 88 96.4 | 57. 96 49. 56 | 76. 74 
New Y-rk--- ; 60. 33 106.0 | 62. 52 54. 60 | 79. 87 
North Carr lima_______- aed i ai 49. 52 87.0 47.23 | 42.14 | 61. 01 
Nevén Daksta.............. vy ileiit 54. 50 $o.8 | 45.95 | 49.03 | 41. 35 
Ohic ieee ian . = 58. 06 102.0 57. 25 | 51. 22 | 79. 64 
Oklah ma___- Se hitade PAS | 50. 04 87. ¢ 51.09 | 43. 65 67. 36 
real BEES as Pe re a er ae ; 64. 04 112.5 66. 22 51.87 | 84. 87 
eee 53. 73 94.4 55. 73 - 47. 26 71. 06 
Rh: de Island_____- : 55. 96 os. 3 56. 34 54.51 | 71.16 
South Car lina..._._______. } 45. 31 79.6 | 44.12 10. 74 | 59. 24 
South Dakcta__._._. 51.47 90.4 | 48. 25 47. 38 69. 5 
‘Tennessee. ‘ Salers | 47.99 84.3 46. 68 42. 64 63. 64 
Texas ; Se | 50, 93 89.5 49.84 47.17 71.44 
Te eats ae 57. 26 100.7 56. 22 51.31 78. 41 
ITE duiokaense cue . | 49.37 | $7.8 | 54. 98 39. 76 63. 67 
Virginia ‘2. uinerwas ; . 49.83 | 87.6 | 52. 05 44.16 | 67. 66 
Washingt n me 67.18 | 118.1 69. 34 ER, 5O £3.83 
West Virginia. -__- ; | 4S. 36 | 86.7 51.77 41. 50 65, 88 
. ES a | 57.68 | 101.4 55. 49 52. 01 75. 05 
I i Selactiecisanes : | 5%. 71 | 104. g 59.15 52. 79 75. 36 


Source: Cr mputed frem 1954 census of business. Advance release for each of the States. Bulletins R-1 
from 1 through 50. Table 101 in each bulletin. 


Chart 2 shows that the highest wages in retail trade are paid in the far 
West and the lowest in the Southeast. The average differentials are, however, 
lower than in manufacturing. The wider regional wage differentials in 
manufacturing appear to be due more to the different composition in the industry 
groups that are concentrated in each area than to regional wage differences 
On the other hand, the various types of retailing are distributed relatively 
evenly throughout the country; there is no regional concentration of any segment 
of retailing as there is in the manufacturing industries. 

The size of the community appears to have little effect upon wages in retail 
trade. An examination of the wages paid in 1954 to full-time employees in 
retail establishments located in the 35 largest cities in the United States (cities 
with a population of 300,000 and over) revealed that the average weekly 
wage rates of these employees was 6.5 percent higher than the average for the 
country. The wages of employees in almost a third of the cities, including some 
of the largest cities on the east coast and in the South (Baltimore, Boston, 
New Orleans, and Philadelphia) were below the national average, while the 
cities on the west coast paid the highest weekly wage rates. San Francisco 
led the 35 cities in the weekly wage rates paid to retail employees. 
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CHART 2 
AVERAGE WEEKLY WAGES OF FULL-TIME EMPLOYEES 
IN RETAIL TRADE, BY REGIONS 
1954 


50 


Regions* 


New England_._- 
Middle East 
Southeast 
Southwest 


Central 





Northwest 


Far West 
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TABLE 17.—Average weekly wages of full-time retail trade employees in cities 
with a population of 300,000 and higher 


ie 
Percent of national | Number of | List of cities 
average cities 
| 
—_—— pieceincllnioe i . " on 
106.5 kane ----] @) 
80.0 to 89.9___._--- | 3 | Birmingham, New Orleans, and San Antonio. 


90.0 to 99.9___- 8 | Baltimore, Boston, Buffalo, Houston, Louisville, Memphis, Phila- 
| delphia, and Pittsburgh. 

100.0 to 109.9 ancaatl 13 | Cincinnati, Columbus, Dallas, Denver, Indianapolis, Kansas City, 
Mo., Milwaukee, Newark, New York, Rochester, St. Louis, St 
Paul, and Washington. 

Chicago, Cleveland, Detroit, Los Angeles, Minneapolis, Portland, 
San Diego, and Toledo. 

3 | Oakland, San Francisco, and Seattle. 


110.0 to 119.9 
120.0 to 129.9 


! All 35 cities. 


Source: Computed from 1954 census of business. Advance release. Table 105 in applicable State Bul- 
letin R-1. 


Distribution of hourly wage rates in retailing 


Only fragmentary information, based on data from a few States, is avail- 
able about the distribution of wage rates in retailing. Under the circum- 
Stances it is possible to make only rough estimates of the number of employees 
that would be affected directly by the extension of the Fair Labor Standards 
Act to retailing. 

An Illinois Department of Labor survey found in April 1954 that 40 percent 
of all minors and women engaged in retailing were earning less than $1 an 
hour. At about the same time in New Jersey, 3 out of every 10 women en- 
gaged in retailing were paid hourly rates of less than a dollar. A year later 
an Ohio survey found that half the women and one-fifth of the men engaged 
in retailing earned less than $1 an hour, and 14 percent of the women earned 
less than 75 cents an hour. 

The proportion of persons receiving less than $1 an hour was much larger 
in retailing than in manufacturing. While 40 percent of all women engaged 
in retailing in Illinois and 50 percent in Ohio were receiving an hourly rate of 
less than $1, the comparable ratio of women employed in manufacturing in the 
Middle West receiving that rate was 16 percent. 

It would, however, be erroneous to assume that the extension of the Fair 
Labor Standards Act would directly affect as large a proportion of employees 
as the State survey would indicate. Wage increases since the surveys have 
been made have undoubtedly significantly reduced the percent of employees 
in retailing receiving less than $1 an hour. Furthermore, the above listed 
surveys covered employees in retail establishments of all sizes. The amend- 
ments to the Fair Labor Standards Act that there were proposed in the 84th 
Congress would have limited the extension of the act to multiunit chains and 
to relatively large establishments and as table II indicates, a larger establish- 
ments pay higher hourly rates than smaller retail stores. 

The estimates made by the United States Department of Labor seem to be 
more pertinent. On the basis of the fragmentary information the Department 
of Labor estimated that in April 1955 about 25 percent of the employees in 
multiunit retail establishments were earning less that $1 an hour, 15 percent 
were earning less than 90 cents and 5 percent less than 75 cents. The number 
of employees in multiretail establishments who earned less than a dollar an 
hour in April 1955 is presented in table 18. The United States Department of 
Labor is currently preparing a detailed survey of wage distribution in retailing. 


TABLE 18.—Estimate of the number of employees earning less than $1 an hour in 
multiunit retail establishment, United States, April 1955 


Amount earned Number Percent 
: nm ; ! 
Total. i ‘ ‘ 1, 690, 000 100 
Less than $1_-__-- sonia - 425, 000 25 
Less than $0.90-- is cok 250, 000 15 
Less than $0.75- mor ss ‘ idl 85, 000 5 





Source: Estimates by U.S. Department of Labor. U.S. Senate Committee on Labor and Public Welfare 
Staff report on retail establishments. 84th Cong., 2d sess., p. 117 
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PRODUCTIVITY 


Only crude data on productivity can be computed from the available 1954 
census of business. Productivity of employees in retailing can be expressed 
in terms of sales per person. As in wages to employees, the 1954 data 
indicate a direct relationship between size of establishment and the average 
sales per employee. The average sales per employee in the smallest units were 
only one-sixth those of employees in the whole of retailing and a tenth those 
of the sales of the most efficient size unit, i. e., with annual sales between $2 
million and $5 million. The productivity of employees in the largest size units— 
those with sales above $5 million—was slightly less than the average for all 
retailing. Apparently economies of size and increase in productivity seem to 
dissipate as the unit becomes too large. 

The relationship between size of establishment, measured in terms of sales, 
and productivity of employees appears to hold for all types of retailing, though 
the correlation is not as perfect in some instances as for the total retail trade. 
For example, the sales per employee in general merchandising are highest in 
establishments with annual sales between $50,000 and $100,000. In this type 
of retailing there exists a relatively narrow differential of sales per person 
among the several groups of establishments with sales of $30,000 a year and 
higher. But in general merchandising as in other types of retailing sales per 
person decline significantly in the smaller units. 

There also appears to exist a positive correlation between sales per employees 
and average weekly wages. As was shown earlier, the 1954 census data indicate 
a close relationship between wages and size of retail establishment. But due 
to differences in markups and other factors the ratio of wages to sales differs 
widely among the types of retailing. In food stores payrolls account for about 
a tenth of total sales, while in general merchandise wages are one-fifth of 
sales and in automotive stores wages are about one-twentieth of total sales. 

Sut size of establishments appears to be more significant than sales per 
employee, as far as wage rates are concerned. In general merchandising sales 
per employee differs little in the various categories of establishments with sales 
of $30,000 a year and above, but as was indicated earlier (table 14) wages 
decline in direct relationship with the decline in annual sales of the stores. 
Sales per employee in the largest units, with sales over $5 million were the 
same as in merchandising stores with sales between $30,000 to $50,000, but the 
weekly wages of full-time employees in the larger units were two-thirds higher 
than in the smaller units. 


TABLE 19.—Sales per person in retail trade, by size, 1954 





| Sales per | 
Annual sales Total |} person! |General mer- | Automotive 

| (theusands) | chandising | 

food stores | 

| | 

| | 
Total $21. 2 $31.5 $15.6 | $39. 1 

With annual sales of: | 
$5,000,000 and over 20.5 | 38. 5 16.3 | 65.1 
$2,000,000 to $4,999,999 34.0 47.4 16.0 51.9 
$1,000,000 to $1,968,999 33.5 ; 18.7 | 15.6 43.7 
$500,000 to $999,999 29. 4 44.3 14.6 39.6 
$300,000 to $429,999 25.6 | 38.6 14.2 35.8 
$100,000 to $289,999 21.6 31.3 14.7 30.4 
$50,000 to $99,969 17.7 25. 3 16.8 22. 7 
$30,000 to $49,996 15.0 22.0 16.3 18,1 
$20,000 to $29,999 12.8 | 17.4 14.1 14.4 
$10,000 to $19,989- - * 9<.8 12.2 10.9 10.1 
$5,000 to $9,999 ; 6.0 6.5 6.2 5.9 
Less than $5,000. . 3.2 3.3 3.2 3. 1 
' Assuming that part-time employees average half a workweek, this figure was obtained by dividing 


full-time employees, plus half the part-time employees plus proprietors into sales. 


Source: Computed from U.S. Census of Business, 1954 Retail Trade, Sales Size, Bulletin R-2-2, Advance 
Report. Table 2A. 


PROPOSED LEGISLATION 


A number of bills were presented before the 84th Congress to extend cover- 
age under the Fair Labor Standards Act. As applied to retailing, the proposals 
generally centered on extending coverage of the act to persons employed in firms 
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with 5 or more establishments or having an annual sales volume of $500,000. 
The Senate Commitee on Labor and Public Welfare and the House Committee 
on Labor and Education held extensive hearings on the subject of extending the 
Fair Labor Standards Act to retailing. 

The hearings concerning the extension of the Fair Labor Standards Act to 
retail trade raised a number of issues involving ethical, political and economic 
considerations. The controversy centered about several basic issues: Is retailing 
a proper area of economic activity suitable for Federal regulation? Would it be 
best to leave it to the States to eliminate substandard wages in retailing? Is 
retailing capable of supporting higher minimum-wage rates? The following 
discussion attempts to analyze these arguments. 


ARGUMENTS IN FAVOR OF EXTENDING Farr LABOR STANDARDS ACT COVERAGE TO 
RETAIL TRADE 


THE NEED TO ELIMINATE SUBSTANDARD WAGES 


The major objective of the Fair Labor Standards Act is the elimination of 
substandard wages. Not only are earnings in retailing insufficient to provide 
the needs of a family, but they are also inadequate to provide for the needs of 
a single woman without dependents. Recent studies in 13 different States 
indicated that in 1956 prices a single woman required a median annual income of 
over $2,300 for a minimum adequate budget. This annual figure is equivalent 
to an hourly rate or $1.15 based on 2,000 hours work per year or $1.28 based on 
1,800 hours per year. As stated earlier, estimates prepared by the United States 
Department of Labor have shown that 50 percent of woman employed in multi- 
state retail stores earned in 1955 less than $1.25 an hour and 25 percent earned 
less than $1 an hour. 

These data show that even better paying retail establishments provide em- 
ployees with only a substandard level of living, which the Fair Labor Standards 
Act has aimed to eliminate from the United States. Furthermore, the low 
wages paid to retail employees tend to depress purchasing power and exert a 
drag upon the economy. 


FEDERAL ACTION NECESSARY 


Elimination of substandard wages is already a function of the Federal Gov- 
ernment. Reliance upon the States in this area to pass the necessary protective 
legislation is futile. The States are hampered from taking effective action be- 
cause by raising minimum wages, one State would give neighboring States com- 
petitive advantages, since the States which do not require payment of minimum 
decent wages would enjoy lower labor costs. A fair minimum wage standard 
must be applied, therefore, concurrently for the whole Nation. 

The fact is that only 6 States have thus far passed minimum-wage laws appli- 
cable to all workers, while 16 others have laws which cover either women or 
women and minors only. Some of these 22 States have not revised their mini- 
mum-wage statutes for years. Consequently, the statutory minimum wage in 
several States is below 50 cents an hour, and in 1 State the minimum hourly 
rate is below 25 cents. 


RETAIL TRADE NOT LOCAL IN CHARACTER 


The underlying rationale for excluding retail trade from Fair Labor Standards 
Act coverage rests on the myth that retail business is local in nature. This 
belief is contrary to the structure of present day retail trade in the United 
States and is based on a nostalgia for the simple agrarian economy of our 
early days as a nation, where the general store was a social center as well as 
a place to make purchases. Retailing is dominated by big business with some 
giant chains doing annually a billion dollar business with thousands of outlets 
spread throughout the 48 States. In food retailing the small neighborhood 
store is fast disappearing. When the Fair Labor Standards Act was passed 
supermarkets accounted for less than a fifth of the total food retail sales; at 
present half of the dollar volume of food is sold by supermarkets. During the 
past 15 years the number of supermarkets more than tripled, and the average 
supermarket did in 1955 almost $1 million worth of sales. 

Retailing can be viewed as local in character only if it is viewed from a narrow 
technical approach which considers the fact that sales are limited to a given 
locality. But a realistic approach must also consider the origin of the goods 
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and the structure of retailing used to sell the goods. There is nothing local 
about grocery chains which control and own integrated food-processing factories. 
One of the chainstores is the world’s largest purchaser of coffee, fresh fruits, and 
vegetables. 

The management of the large retail chains is centralized. This results in 
uniform national pricing regardless of local conditions. Mail-order stores use 
the same catalogs all over the Nation, and even local advertising by national 
chains is frequently directed by a central authority. Some giant retail chains 
advertise on national hookups and in magazines that circulate nationally. 

Furthermore, the recent trends of growing concentration in retailing is ex- 
pected to continue. In the words of a trade magazine: “The 1954 Census of 
Business reveals a significant trend in United States retail trade practices; they 
are becoming increasingly more concentrated. Retailing leaders in virtually all 
fields foresee a continuation of the trend toward concentration during the next 
few years. By 1960 it is anticipated that there will be some 25,000 supermarkets 
which will share 65 percent of total national retail food sales.” * 


A DYNAMIC ECONOMY REQUIRES EXTENSION OF MINIMUM WAGE 


The increased concentration in retail trade and the accompanying economies 
of large-scale selling and efficiencies of operations make it imperative that the 
coverage of the Fair Labor Standards Act be extended to the industry. Many 
firms now paying rates below the minimum provided by the Fair Labor Stand- 
ards Act could no doubt afford to pay the statutory minimum from current high 
margins of profits. But extension of coverage is not intended to reduce profits, 
which is the lifeblood of industry and an essential reward for investment and 
efficient management. It is expected that the elimination of substandard wages 
would exert a salutary effect upon the productivity of management and labor in 
the industry. The experience of American industry has indicated that with 
increases in real wages and standard of living management in retailing will be 
spurred to foster economies of operation which will more than compensate for 
the increased labor costs. In our expanding and dynamic economy we can be 
fully confident that the displaced employees will be able to locate new jobs in 
other industries created by the expanding demand made possible by the higher 
wages in retailing. 

But even in the absence of any compensatory adjustments in productivity the 
American people could well afford to increase wages of employees in retailing 
to $1 an hour. In a staff study prepared for the Senate Committee on Labor 
and Public Welfare, Dr. Fred Blum estimated that the maximum impact of a 
$1 minimum wage for all employees in retailing would mean an increase of 
less than one-half of 1 percent of the price in retail good. A more limited coverage 
would reduce this increase, since the lower wage rates are concentrated in the 
smaller establishments. 

At worst, therefore, the increase in minimum wage to $1 would cost the average 
American family a few dollars a year. It must be recognized not only that the 
existence of substandard wages in retailing is a problem of the employees who 
are denied the means to achieve a decent standard of living, but that wages in 
one industry tend to depress the economic conditions in other areas of economic 
activity. And in the final analysis it is the total community which must pay 
the social cost of substandard wages. 


ARGUMENTS AGAINST EXTENSION OF THE FatrR LABOR STANDARDS ACT TO 
RETAIL TRADE 


WAGE LEVELS IN RETAILING ARE FAIR 


Wage differentials are an integral part of a dynamic wage structure in a free 
economy. Wages must reflect proper rewards for skills, education, physical 
exertion, responsibility and incentive. The wages that industry pays to em- 
ployees must also depend upon the productivity of the industry and the ability 
of the firms to pay higher wages. An invidious comparison between wages 
in retail and manufacturing constitutes, therefore, a distortion of the real 
factors that determine wages. Such a comparison is meaningless. Sound 
comparisons must take into account the productivity of industry, the amount of 





1 Industrial Marketing, 1957 market data and directory number. tetail Distribution 
and Service Trades, p. 526. 
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capital invested per worker and type of worker required to perform effectively 
in the industry. On these bases, retailing is more similar to textiles and 
apparel, where small units of production predominate, than to giant steel mills 
or automated oil refinery facilities. We find that in comparable industries, 

yages in retailing are as high as or even higher than in manufacturing. The 
1955 average hourly wage rates were as follows: 


SE ag eee cree ee eee ee tee meters ADS) OS) a Sop the PO ets $1. 50 
ERT eee ere. eRe nt eee meee) 2 Pils Madge FeO ea ee 1. 41 
Pr ce re ee eres ee Se NE AE Pee irs pees a ae 1.39 
Cee eee ee enn eee eee ee ee Ee 1.35 


Furthermore, average rates for the whole retail industry hide highly signifi- 
cant facts of the distribution of wages by size of enterprises. The fact is that 
large efficient units in retailing pay more than twice the rates in small unpro- 
ductive establishments. The conclusion is clear that efficient retail firms pay 
wages above the present minimum rates, while smaller units cannot support 
higher wages. Statutory requirements to increase wages would only cause the 
disappearance of smaller neighborhood retail stores. 


FEDERAL REGULATIONS UNNECESSARY 


The fact is that in the absence of Federal interference and regulation, average 
wages in retailing have almost kept pace with the rise of wage rates in other 
sectors of the economy. Similarly, hours of work have continued to decline in 
retailing as in other industries. Payrolls have also more than kept pace with 
gross sales. In 1948 payrolls accounted for 10.4 percent of sales compared with 
10.8 percent in 1954. 

Under the circumstances it is apparent that extension of the Fair Labor 
Standards Act to retailing is unwarranted, and would constitute an additional 
Federal encroachment into an area of economic activity which is local in nature, 
The States are most suitable to provide for needed regulations, if any are 
necessary. State controls can be tailored to local needs. Available data indi- 
cate the existence of wide wage differentials among regions and States. The 
application of a single national wage standard to the diversified retail trade 
would create inequities in some areas and be without effect in other areas. 


RETAILING IS ESSENTIALLY LOCAL IN CHARACTER 


Most retail establishments, whether independent or part of a Chain, are local 
in character. The general practice of retail stores is to determine locally the 
basic wages, working conditions and hours of employment. These are normally 
based upon local labor market conditions. 

The market of the retailer is also local in character; this is in contrast 
to the activities of manufacturers of goods and products, who can ship their 
goods wherever there is a demand for the products. This distinction between 
retail trade and manufacturing is recognized by the Fair Labor Standards Act. 
On this basis small as well as large manufacturers alike are covered. Similarly, 
the same yardstick should be applied to retailing. The test whether the Fair 
Labor Standards Act provisions are to be applied to retailing should depend 
upon the economic characteristics of retailing. The retailer makes goods and 
services available to the ultimate consumer; a retailer, whether independent 
or part of a chain, serves a local community and rarely crosses State lines. 
This dominant local characteristic of retailing should be the controlling factor, 
and makes Federal regulations improper since retailing is not part of the stream 
of commerce, but the final and ultimate step in commerce. 

A producer of goods who ships his products to other areas can affect wage 
levels outside his immediate area of operations. By paying substandard wages 
he can gain a competitive advantage over employers in other areas and thereby 
tend to depress wages of other employers. In contrast, even the largest retailer 
operates in a restricted geographic area and must pay the going rate of wages 
in the area in order to attract employees. Unions have recognized the local 
character of retailing, and where unions have won recognition in retailing, 
collective-bargaining agreements are restricted to localities. 


of) ed 
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APPLICATION OF FAIR LABOR STANDARDS ACT TO RETAIL MEANS INFLATION AND 
INEQUITIES 


The experience of American industry has shown that rising wages are a 
product of increased productivity. Wage increases without commensurate rises 
in preductivity result only in inflation without any improvement in the standard 
of living. Productivity in retailing has lagged behind the improvements experi- 
enced in other sectors of the economy. The best available data indicate that in 
recent years increased productivity in retailing has lagged behind all other 
industries except services and construction. Estimates presented before the 
Senate Committee on Labor and Public Welfare showed that income produced 
per person employed in trade is nearly a fourth lower than in manufacturing 
and the difference seems to have been widening in recent years. A significant 
factor in the determination of productivity is the investment per employee. 
Here, too, we find that retail trade lags behind other industries. In 1948, the 
last year for which comparable data are available, the investment per worker 
in manufacturing was half as large as in retailing. 

Application of the fair labor standards law to retailing is not going to in- 
crease productivity per employee. On the contrary, it will compound the problem 
of the industry and increase labor costs. Voluminous recordkeeping requested 
by Fair Labor Standards Act administrators would constitute a burden in retail- 
ing even more than in other industries because of the complex wage structure 
that prevails in retail trade where bonuses, commissions, and other special forms 
of compensation prevail. Determining the “regular hourly rate” of pay would 
be an exercise in statistics by a bureau representative in Washington. Re- 
stricting operations to 40 hours a week with penalty rates above that limit is 
also unsuitable in retail trade where success of operation depends upon the wishes 
and convenience of the consumer. 

Coverage under the Federal Labor Standards Act based upon an arbitrary 
entoff point determined by total sales would result in inequities and discourage 
growth in the industry. To avoid Federal regulations and expenses of main- 
taining records, retailers would be discouraged to increase sales above the cutoff 
level which would make them subject to the provisions of the Fair Labor Stand- 
ards Act. 

In summary, Federal legislation is not going to increase productivity or the 
ability of the retail industry to pay higher wages. High wages and a better 
standard of living depend upon the freedom of American industry to grow in a 
climate of freedom unhampered by restrictions and regulations. 


STATEMENT OF POLICY OF THE ALABAMA STATE CHAMBER OF COMMERCE ON PRO- 
POSED MINIMUM WAGE LEGISLATION 


There are presently pending in the Senate Committee on Labor and 
Public Welfare a large number of bills relating to amending the Fair Labor 
Standards Act. Taken asa whole these bills aim at three objectives : 

1. Increased coverage under the Fair Labor Standards Act. 

2. Increased minimum wage to $1.25 per hour. 

3. Reduced working week of 35 hours. 

The board of directors of the Alabama State Chamber of Commerce, after care- 
ful consideration of the possible effect of this proposed legislation is opposed to its 
passage. The entire group of legislation is inflationary in its nature. There 
are a great number of industries and businesses which cannot increase their 
minimum wage scales without a corresponding increase in the price of their 
goods or services. In this dangerous period of inflationary tendencies no legisla- 
tion encouraging such tendencies should be considered. 

Many of these bills propose ‘coverage of retail and service establishments. 
These businesses are essentially local in character, and we feel that they should 
not be the subject of Federal legislation. Federal authority should be limited to 
the constitutionally delegated right of regulation of interstate commerce. 

Some bills would include only the larger retail and service establishments and 
would exempt small businesses. As a practical matter the smaller businesses 
would not be exempt for they would have to compete for their employees in the 
same labor market as their higher paying, larger competitors. 
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It has been suggested that the minimum wage be increased to $1.25 per hour. 
This would be a legislative determination that the needs and conditions were 
the same all over the United States. Actually we all know that the needs and 
living conditions vary from State to State and even from city to city within a 
State. The determination by the Federal Government of a minimum wage for all 
areas is unrealistic. Indeed the retail clerks union has admitted in public hear- 
ings that its contracts with employers call for varying minimum wage levels 
throughout the country—in some instances calling for less than a $1 per hour. 
The passage of proposed legislation extending coverage to retail establishments 
and raising the minimum rate to $1.25 per hour would accomplish by legislation 
what the unions have been unable to secure by negotiations. 

Here in Alabama some of our smaller industries such as the lumber and timber 
industry, if required to pay $1.25 per hour as a minimum wage will face two 
alternatives. They may either increase the price of their products thereby placing 
themselves at a competitive disadvantage or they may lay off some employees 
and try to hold the price line. 

The Alabama State Chamber of Commerce opposes further extension of the 
provisions of the Fair Labor Standards Act and hereby files this, its statement 
in opposition. 





STATEMENT OF THE AMALGAMATED CLOTHING WORKERS OF AMERICA SUBMITTED BY 
Dr. VERA MILLER, RESEARCH ASSOCIATE 


The Amalgamated Clothing Workers of America represents close to 400,000 
members. Our organization had a vital interest in minimum-wage legislation 
even before its initial consideration on a Federal level and has participated 
actively in the proceedings and deliberations on the Federal minimum wage 
throughout the years. 

In accordance with the major purpose of the Fair Labor Standards Act “to 
correct and as rapidly as practicable to eliminate” * * * “labor conditions detri- 
mental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers,” the Amalgamated supports 
fully the general proposals on extension of the act’s coverage which are being 
advanced by the American Federation of Labor and Congress of Industrial 
Organizations. These proposals would extend coverage to millions of workers 
not now protected by the provisions of the act and would benefit not only these 
workers but the economy as a whole. 

The membership of the Amalgamated Clothing Workers is employed primarily 
in the men’s appurel manufacturing industries. However, our membership also 
includes a substantial number of workers not now covered by the Fair Labor 
Standards Act. Among these are the custom tailors and workers employed in 
the laundry and cleaning and dyeing industries and in retail trade. Our organi- 
zation has had many years of experience in dealing with the problems of these 
workers in various cities throughout the United States and believes that the 
protection of the Fair Labor Standards Act should be extended to them. 

Laundry, cleaning and dyeing, and retail-trade workers represent numerically 
large groups in the Nation’s economy. They have also been among the lower-paid 
groups in the economy. This statement will deal specifically with the need for 
extension of coverage to laundry and cleaning and dyeing workers, it being our 
understanding that others in the labor movement will deal with retail trade. 

The Nation’s more than half million laundry and cleaning and dyeing workers 
do not now, on the whole, have a minimum standard of living. Most of them are 
not unionized and do not have the protection and benefits of union contracts. 
At the same time provision through State minimum wage orders is nonexistent 
in many States and inadequate in others. Under these circumstances, Federal 
action is obviously needed to afford these workers adequate protection. 


STATE MINIMUM WAGE ORDERS DO NOT AFFORD ADEQUATE PROTECTION 


While it has been generally assumed that laundry and cleaning and dyeing 
workers are protected by State minimum wage orders, these orders do not exist 
in many States, and in those States where they do exist the protection afforded is 
far from adequate. With regard to minimum wages, 25 States at present have 
minimum wage orders covering laundry workers or general orders under which 
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laundry workers are included; 20 States have orders covering cleaning and 
dyeing workers or general orders under which they are covered.’ With regard 
to premium pay for overtime, only 14 States have such provision for laundry 
workers either in laundry orders or general orders, while only 11 States have such 
provision for cleaning and dyeing workers in either specific orders for that indus- 
try or in general orders. And among those States with orders calling for premium 
pay for overtime, only 4 provide for time and a half after 40 hours a week, 
while only 4 provide for time and a half after 8 hours a day. Tables 1 and 2 in 
the appendix summarize the minimum rate and premium pay provisions, respec- 
tively, of the State orders affecting the laundry and cleaning and dyeing industries. 

A further examination of tables 1 and 2 also shows that the protection afforded 
even in those States which have orders is far from adequate. To begin with, 
some of the orders are very much out of date. Illinois has not revised its 
jJaundry order since 1937. Ohio’s laundry order dates from 1934 and its cleaning 
and dyeing order from 1935. And, it is more than 40 years since Arkansas 
raised the minimum rates in its laundry order, which is dated 1915. A number 
of other States have not changed their minimum-wage orders since the 1950 
amendments to the Fair Labor Standards Act. These include Arizona, Ken- 
tucky, Pennsylvania, and South Dakota. 

In the older orders, it is not surprising to find that the minimum rates provided 
are low. The Arkansas minimum of $1.25 for an 8-hour day amounts to 15.6 
cents an hour, while Ohio has a 35 cents hourly rate for cleaning and dyeing and 
a 27.5 cents rate for laundry. Illinois rates range from 23) to 28 cents an hour. 
Even some of the States with orders dating from the 1940's have rates of less 
than 30 cents an hour, rates which are on the books and effective now, in 1957. 
What is perhaps even more significant, however, is that some of the States 
which have revised their rates since the 1950 amendments to the Fair Labor 
Standards Act have rates as low as the 60 eents effective in New Hampshire in 
1953 and the 50 cents promulgated as late as 1955 in New Mexico. 

It is clear from even a cursory analysis that, important as State provisions 
have been in the historical development of minimum wage legislation in this 
country, the actual protection afforded the workers in the laundry and cleaning 
and dyeing industries by current State orders is meager and a long way from 
providing a minimum standard of health and decency to the majority of the 
workers employed in these industries. 


PRESENT WAGES OF LAUNDRY AND CLEANING AND DYEING WORKERS ARE SUBSTANDARD 


Present wages of laundry and cleaning and dyeing workers are substandard. 
The United States Department of Labor’s Bureau of Labor Statistics made a 
survey of the average hourly earnings of production workers in power laundries 
and dry<leaning establishments in May—July 1955. The results of this survey 
for the 29 metropolitan areas and cities for which reports have been released 
are presented in table 3 in the appendix. When these figures are compared with 
minimum budget figures, it is obvious that the present level of earnings of laun- 
dry and cleaning and dyeing workers is generally substandard. 

The United States Bureau of Labor Statistics’ City Workers’ Family Budget is 
a budget for a family of 4—a husband, wife, and 2 children. It is described 
by the Bureau as “not a ‘subsistence’ budget, nor is it a ‘luxury’ budget; it is an 
attempt to describe and measure a modest but adequate standard of living.” 
The last date on which this budget was priced by the Bureau of Labor Statistics 
was October 1951. The annual amounts needed to meet the city worker’s family 
budget for the 34 cities for which it has been developed are presented in table 4 
in the appendix, along with the hourly amounts needed to meet the budget. 

There should be no question about the comparability of the amounts called 
for by this budget with the wages of male workers, since it must be assumed that 
an American male should, throughout many years of his working life, earn 
enough to raise at least two children. (Such an assumption must be made if 
our population is merely to maintain its present level.) When an actual com- 
parison is made, however, of the earnings reported for male production workers 
in laundries and cleaning and dyeing establishments by the Bureau of Labor 
Statistics with the amounts the BLS considers necessary for a modest standard 


‘In this discussion of State minimum wage orders, the District of Columbia is included 
sa State. 
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of living, the results are striking. Even on the west coast, where wages in the 
industries are relatively high, as compared with other areas of the country, men 
employed in these industries did not earn enough to meet the city worker's 
family budget. In Seattle, the highest wage city for male workers, 22 cents an 
hour more was needed than was earned by the male laundry and dry-cleaning 
workers. In the Nation’s largest cities, where the preponderance of laundry and 
cleaning and dyeing workers are employed, the differences were overwhelming. 
In New York, the difference between what was needed and what was earned 
was 62 cents an hour. In Chicago, the difference was 43 cents an hour; in 
Philadelphia, 66 cents an hour; in Detroit, 40 cents an hour; in Cleveland, 59 
cents an hour; and in the Nation’s Capital, Washington, D. C., 99 cents an hour. 

Data on the amounts needed for women workers were sparser; only a few 
of the States and the District of Columbia prepare workingwomen’s budgets. 
The existing data on workingwomen’s budgets are summarized in table 5, in 
the appendix. We find here that, in a number of cities, the wages reported by 
the BLS on table 3 for women workers are below the minimum health and 
decency budgets prepared by several of the States. In New York, 22 cents an 
hour more is needed for a minimum standard of living than is earned by female 
laundry and cleaning and dyeing workers. In the Newark-Jersey City area, 44 
cents an hour more is needed; in Philadelphia, 24 cents an hour more; in Pitts- 
burgh, 23 cents an hour more: in Louisville, 20 cents an hour more; and in 
Washington, D. C., 19 cents an hour more. With regard to these wage levels 
and with regard to those few cities for which the amounts needed by the State 
budgets were not more than the level of earnings, it should be noted that these 
budgets are, for the most part, for the support of the woman herself (in at least 
one case for the support of a woman living as a member of a family, with the 
financial advantages of community shopping and living). Actually, a great 
many women workers in the laundry and dry-cleaning industries need greater 
amounts than are called for in these budgets because they are responsible for the 
total or partial support of children or others or, if not, they live alone and do 
not benefit from the economies of community shopping and living. 

Those primarily affected by Federal coverage, when extended to these in- 
dustries, would obviously be the women workers. For, although the wages of 
male workers are not high enongh to meet the BLS budget standards, they are, 
on the whole, higher than the present Federal minimum of $1 an hour. Never- 
theless, three-fourths of the laundry and cleaning and dyeing workers are 
women, according to the BLS 1955 study of wages of power laundry and cleaning 
and dyeing workers, and it is these workers who are most in need of greater 
protection than is now afforded by the State minimum-wage orders. 


CONCLUSION 


The Nation’s more than half-million laundry and cleaning and dyeing workers 
are an important segment of our economy and make a vital contribution to the 
health and standard of living of the communities in which they live and work. 
It is clear from the foregoing facts that, on the whole, they do not now have a 
minimum standard of living and that State minimum-wage orders, where they 
exist, have not been effective in establishing decent living standards. Federal 
action is obviously needed to correct this situation. To this end, the Amalga- 
mated Clothing Workers of America urges that the protection of the Fair Labor 
Standards Act be extended to the laundry and cleaning and dyeing workers, as 
well as to other American workers not now covered by the act. 


TABLE 1.- 


Arizona 


Arkansas 
California 


Colorado 
Connecticut 


District of Columbia 
Illinois 


Kentucky 


Massachusetts 


Minnesota 


Nevada 
New Hampshir 
New Jersey 


New Mexico 
New York 


North Dakota 
Ohio 

Oregon 
Pennsylvania 
Rhode Island 


South Dakota 


Utah 


Washington State 


Wisconsin 


W yoming 


NOTE 


Basie 
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APPENDIX 


minimum rates provided in the State minimum-wage orders foi 
the laundry and cleaning and dyeing industries 


Effective date 
of order 


Sept. 


Mar. 


Aug. 
May 
Apr. 
June 


Aug. 


Aug. 
Apr. 
Feb. 


May 


Jan 


Mar. ‘ 


June 
May 


June 
Apr. 
Oct. 
Apr. 
Oct. 
Tan 
Jan 
July 
Aug. 
Feb. 
June 
July 


June 


June 


Apr 


12, 1948 


20, 
1, 


4, 


1915 
1952 


1956 


, 1951 
, 1951 


1951 


2, 1937 


, 1942 


, 1953 


, 1955 


3, 1957 


1955 


, 1953 


), 1956 


1955 


, 1957 
, 1958 
, 1957 


, 1958 


4.1953 


30, 


, 1935 
, 1934 
1950 | 


, 1941 
, 1951 


1943 


, 1956 


May 20,1955 


Industry 


Laundry 

Dry cleaning 

Laundry, among others 

Laundry, dry cleaning, 
dyeing. 

Laundry 


do 
Cleaning and dyeing 
Laundry, dry cleaning 
Laundry 


Laundry, dry 
dyeing. 


cleaning, 


Laundry 
Dry cleaning 
Laundry, dry cleaning 


General order, women 

Dry cleaning, laundry 

Laundry, cleaning, and 
ing. 
Service employees 
Laundry 
do 
Cleaning 
do 
Laundry, cleaning, and dye- 
ing. 

Cleaning and dyeing 

Laundry 

Laundry, cleaning, and dye- 
ing. 

Laundry 

Laundry, dry cleaning 

Laundry, among others 


and dyeing 


Laundry 


Cleaning, dyeing, and press- 
ing. 

Laundry, dry 
dye works. 

General order 


cleaning and 


...do 


The basic minimum rates listed are for full-time experienced workers. 
rates Were provided for apprentices or for workers otherwise classified as inexperienced. 


| 75 cents, zone I; 


| 80 cents, zone I; 75 


| 70 cents, 


Basic minimum rate 


52 cents. 
60 cents 
15.6 cents 


75 cent 


80 cents, zone A; 70 cents 
B; 60 cents, zone C 
75 cents 
Do 
Do. 
28 cents, district 1 
dis trict 2; 23 cents, district 3 
28 cents, zone 1; 25 cents, zon 
22.5 cents, zone 3; 20 cents, 
zone 4, 
80 cents. 
Do. 


, Zone 


25 cents, 


| 85 cents, areas of 50,000 or mort 


79 cents, areas of 25,000 to 
50,000; 75 cents, areas of 5,000 
to 25,000; 70 cents, areas of 
below 5,000. 

87.5 cents 

60 cents 

85 cents, nonclerical; 80 cents, 
clerical 


| 50 cents. 
| 90 cents. 


$1. 


; 90 cents 


$1 
$24 for week of 38 to 48 hours, 


| 35 cents 


27.5 cents. 


60 cents. 


| 27 cents. 


70 cents. 

27.8 cents, cities of 2,500; 22.2 
cents, elsewhere 

70 cents, zone 

Il. 

cents, zone 

II. 


| 65 cents. 


communities of 3,500 
or more; 60 cents, communi 
ties of 1,000 or more, but les 
than 3,500; 50 cents elsewhere 

75 cents. 


In some instances, lower 


Source: Women’s Bureau, U. 8. Department of Labor and Cominerce Clearing House. 
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Overtime premium pay 





No provision. 
1% after 8 hours a day and 6 
days a week, at regular rate. 
Do. 


1% after 8 hours a day and 44 
hours a Week, at regular rate. 


TABLE 2.—Provisions for premium pay for overtime in State minimum-wage 
orders for the laundry and cleaning and dyeing industries 
State Effective Industry 
| date of order 
— we ee | — SS 
Arizona. _____-- Sept. 12,1948 | Laundry, dry cleaning_-_____- 
NS 3. 3.25535--tits | —— 1943 | Laundry, among others-- 
California__.-..-- c Aug. 1,1952 | Laundry, dry cleaning, and 
| dyeing. 
Capea Se.  eiay * 4: 3008 1 Cees... ..--..-- se 
Connecticut - - - - - -- .| Apr. 17,1951 | do : Anes 


District of Columbia... _.| 
Eo fo Cae 


Kentucky - -.------ 


Massachusetts 


Minnesota. --- 
Nevada 


New Hampshire 
New Jersey- 


New Mexico. 


New York 
North Dakota_- 


Ohio 


Oregon. -_- 


Pennsylvania 
Rhode Island 
South Dakota- --- 
Utah 


Washington State_-. 


Wisconsin _____-- 
Wyoming... -- 


Source: Women’s Bureau, U. S. Department of Labor and Commerce Clearing House. 


June 


Aug. 


; Aug. 


Apr. 


Feb. 


| May 


Jan. 


__| Mar. 


| June 


May 


| June 


27, 1951 


22, 1951 
2, 1937 
1, 1942 


16, 1953 | 


1, 1955 
13, 1957 
28, 1955 


11, 1953 
6, 1956 


11, 1955 


17, 1957 


do 


Jan. 


July 
Aug. 


Feb. 


| June 
| July 


June 


| June 


Apr. 
| May 


24, 1953 


7, 1935 


26, 1934 





29, 1950 | 


1, 1941 | 


1, 1951 
1, 1943 
1, 1956 


5, 1950 


30, 1956 
20, 1955 


| 


Cleaning and dyeing - 


Laundry, dry cleaning ---_- 

Laundry --. 

Laundry, dry cleaning, 
dyeing. 


and 


Laundry ---- ; 
Dry cleaning dated 
Laundry, dry cleaning 
General order for women 


Dry cleaning, laundry : 

Laundry, cleaning, and dye- 
ing. 

General service employee's 
order, with laundry speci- 
fied. 

Laundry 

Cleaning and dyeing-.- 

Laundry, cleaning, and dye- 
ing. 

Cleaning and dyeing- 


Laundry 

Laundry, cleaning, and dye- 
ing. 

Laundry 

Laundry, dry cleaning.. --- 

Laundry, amor g others 

Laundry, cleaning, dyeing, 
and pressing. 

Laundry, dry cleaning, and 
dye works. 

General order _ - 

a 





| 116 after 48 a week for 


1% after 44 hours a week, at 
regular rate. 

1% after 45 hours a week, at 
regular rate. 


| 144 after 40 hours a week. 


14 after 44 hours a week. 

1% after 44 hours a week in 
zones 1 and 2; 1% after 48 
hours a week in zones 3 and 4. 

No provision. 

Do. 
Do. 

14 after 8 hours a day, 48 hours 
a Week, at regular rate. 

No provision. 

146 after 40 a week, at regular 
rate (after Nov. 8, 1956). 

146 after 48 a week, 


144 after 40 a week. 
Do. 
No provision. 


store 
clerks, after 40 a week for 
others. 

1% after 45 a week. 

144 after 44 a week, at regular 
rate. 

No provision. 


| 144 after 45 a week. 


| 


No provision. 
Do. 


Do. 


Do. 
Do. 
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TABLE 3.—Average hourly earnings for production workers, power laundries and 
dry cleaners, May—July 1955 





| 
| All produc- |Male produc-| Female pro- 
City tion workers , tion workers duction 


workers 











Average, 29 metropolitan areas and cities__.-......-...-_-.-.- 1 $1.06 1 $1.38 | 1 $0. 96 
IRS ton Lian din ne babhen visi uah iistrtgnpodetenShl 66644dieed Gankienels - 66 . 93 . 60 
manna sheep ae pats or aang daaaes e aeee pees - 63 | Sue . 60 
Boston _....- namie o nonborteinmannearie ee 1.06 | 1. 34 . 96 
Niele cope oa ad s Sot onda 1.11 | 1,45 1.02 
Chicago____. - : = ~<ad ieee 63 1, 20 | 1. 58 1,03 
ett en ce san ce es —n isn p miay pada setnnes eepeen eeoee 1,09 | 1.38 . 99 
Dallas... ..-. oo eo 5 eee a . 83 1.12 . 75 
Se : dl 7 ae 1.00 | 1.37 | . 92 
J SS iS eS sdiiace aemeitsiaeenath ania saaaeenenate 1. 16 | 1. 62 1.03 
BEIRUT . cane sincns owe aenena- ae= Dine nahennenanrs 77 1.12 .70 
Indianapolis - - avalges na ale pr nce Ra 1.08 | 1.31 1.02 
Kansas City, Mo_----_-- atone ee ial . 94 | 1. 25 . 87 
Los Angeles ---.-.---- , eaweat’ 1, 24 1. 60 1.14 
Louisville__. te , neh aeccienc vein ednelnisiendbdaatdienccipliie | . 94 1.15 . 88 
Memphis. -----_- : : , ea : 67 | 1.01 | 60 
Milwaukee -- _ 1.14 1, 45 | 1.07 
Minneapolis-St. Paul- 1.15 1. 49 | 1.08 
Nashville. : wt . 63 | . 85 . 57 
Newark-Jersey City ---- ease’ 1.08 | 1.35 .97 
New York______. = : achat 1.15 | 1. 34 | 1.02 
Philadelphia__- --. , i 1.02 | 1.30 | 91 
Pittsburgh | 1.02 | 1. 38 | . 92 
Portland, Oreg Sonne 1. 23 | 1, 67 | 1.15 
Providence-_.-...-.-- j ti nh 1.02 } 1.21 | . 93 
Richmond--_.--_--.--- ed ; a 72 | . 98 . 65 
St. Louis .97 1.19 . 93 
San Francisco-Oakland - - 1, 44 1.81 | 1.32 
I te oe ce ee ane | 1.32 | 1. 84 | 1.22 
Washington, D, C_-- cael . 94 | 1.15 | 88 





IC steabhiad') by research department, Amalgamated Clothing Workers of America, on the basis of 
weighted averages. 


Source: United States Department of Labor, Bureau of Labor Statistics, 


Summary Release, Earnings 
in Power Laundry and Dry-Cleaning Industries, May-July 1955. 


Note.—The figures exclude premium pay for overtime and for work on weekends, holidays, and late shifts. 


Tas_Le 4.—City worker’s family oaeet, 34 large cities, October 1951 








Total | Hourly || | Total st Hourly 
City annual |_ wage City annual | wage 
| costof {needed !! | costof needed! 
| budget 1 | budget 
| 
Washington, D. C $4, 454.| $2.141 || Chicago, Ill. ..-...---...... $4, 185 | $2. 012 
Milwaukee, Wis ” | 4, 387 2.109 || Minneapolis, Scenes } 4,161 2. 000 
Richmond, Va RUF 4,338} 2.086 || Portland, Oreg___--.-.-.-----| 4,153 | 1.997 
Atlanta, Ga__--....--..------| 4, 315 2.075 || Norfolk, ex synch tssan-eadin 4,146 | 1.993 
Los Angeles, Calif rod 4,311 | 2.073 Buffalo, N. Y tints 4,127 1.984 
Houston, Tex. _-- . 4, 304 | 2. 069 i Be alten 4,112 | 1, 997 
Seattle, Wash. - Si 1280 | 2.058 || Cleveland, Ohio _-2--2-222--- 4103 | 1.973 
San Francisco, Calif-_.......- | 4,263 | 2.050 Manchester, eee 4,090 | 1.966 
Birmingham, Ala_.....--.--..- | 4, 252 2.044 |} New York, N. Y.-..--..-...- } 4, 083 1, 963 
Baltimore, Md_-.-----.---.--| 4, 217 2.027 || Philadelphia, Pa_.......----- 4,078 | 1,961 
Boston, Mass. __- aul 4,217| 2.027 || Savannah, Ga...._...._.-.--- 4057 | 1965 
Cincinnati, Ohio-. .-.-------. 4, 208 2. 02% Indianapolis, Ind_..-......-.- 4,044, 1,944 
ie | 4,203 | 2.021 Portland, Maine___. saint 4,021 | 1.933 
Jacksonville, Fla supe 4,202 | 2.020 || Scranton, Pa- “re 4, 002 1.924 
Denver, Colo._.-..-.-.--..-.-} 4199} 2.019 || Mobile, Ala____ 632 3,969 | 1.908 
Detroit, Mich. --.--- see] 4, 195 2.017 |} Kansas, City, Nd eetin da, 3,960 | 1.904 
Memphis, Tenn__--.--.--- “ 4, 190 2.014 || New Orleans, a tenia net 3,812 | 1.833 








4 Calculated ts div iding the total annual cost by 2,080 hours, i. e., 40, hours a nt 





52 weeks a year. 


Source: United States Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 
1952, p. 521. 
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TABLE 5.—Working women’s budget in various States in the United States 
























| | | 
Estimated | Percent Most | Most 
annual | Hourly; changein | recent recent 
State costof | Dateofpricing | wage | Consumer | estimated | hourly 
budget at | needed |Price Index} annual | wage 
time of | Since date | costof | needed 

pricing | | of pricing! | budget 
es $2,312.16 | February 1954...| $1. 112 | —0.3 | $2,305.22 | $1,108 
I Dei cennscicaninhstch apy |} 2,289.71 | Jume 1955........| 1.101 +0.3 2,296.58 | 1.104 
no Tene ee | 1,813.00 | January 1949.___|  . 872 411.7 | 2,025.12 . 974 
CIE ne occ cen ee nent | 1,866.57 | March 1949____- | ,897 +12.6 | 2,101.76 1.010 
District of Columbia.- ---| 2,208.97 | May 1953.____..| 1.062 | +0. 6 | 1. 068 
Kentucky..........-.- ana 1,992.00 | February 1949__- . 958 +12.9 | 1. 081 
eee eiemnn baal 2, 236.04 | December 1950._| 1.075 +7.3 1. 153 
ROE io. 6 nnccceene | 21,966.53 | February 1954...|  . 945 | —0.3 | 1,960. . 943 
ee 2, 932.61 | October 1954....| 1.410 | +0.2 | 2,938. | 1.413 
deere 2, 588. 00 September 1955..| 1.244 —0.2| 2,582.82] 1.242 
ETNIES oa gcc cnnennn pags 2,121.00 | November 1949_.| 1.020 +12.9| 2,394.61 1,151 
tee Ree ed oe 2, 230. 00 October 1950_...} 1.072 +9.2 | 2,435.16 1.171 
Washington State_...........__- | 2,664.00 May 1952.......] 1.281 +1.5 2, 703. 96 1. 300 





1 The Consumer Price Index of the U. S. Department of Labor, Bureau of Labor Statistics was used. 

2 The total annual cost of commodities and services was listed as $1,723.07. This amount did not, however, 
include Federal income and social-security taxes, listed as $209 and $34.46, respectively. Since data for 
other States include these items, they were added to the Massachusetts figure for purposes of comparability, 


Sources: U. 8. Department of Labor and departments of labor, industry, and/or welfare of the various 
States and the District of Columbia. 
WASHINGTON BRANCH, 
AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, 
Washington, D. C., April 12, 1957. 
Hon. JoHn F. Kennepy, 
United States Senate, Washington, D. C. 


Dear Mr. KenNeEpy: The American Association of University Women, Wash- 
ington branch, respectfully urges you to support wholeheartedly S. 1267, which 
would extend the benefits of the minimum-wage, overtime, and child-labor provi- 
sions of the Fair Labor Standards Act to employees of retail and service estab- 
lishments operating more than 4 such establishments and having a total annual 
dollar volume of sales of goods or services in excess of $500,000. 

This bill would bring the benefits of the Fair Labor Standards Act to thousands 
of the lowest paid and least well-organized workers in the country. At the same 
time, it would not affect adversely the many small local businesses which might 
find it difficult to comply with the act’s provisions. Large companies, such as the 
large chain department, variety, drug, grocery, and hotel establishments, should 
not find it difficult to comply with minimum fair-labor standards. 

Wages of retail and service workers have not increased as have those of other 
groups in the last decade. Their wages are relatively lower than those of other 
groups in the country. They are the very workers who should be protected by the 
wage and hour law. State laws have been found wholly inadequate to protect 
these workers. Twenty-six States have no minimum-wage laws at all applicable 
to retail and service workers. In 14 other States such laws apply only to women 
or to women and minors. Moreover, in many of these States the minimum-wage 
rates have not been revised for many years, and are so low as to be meaningless. 
For example, the minimum rate in Arkansas is 16 cents an hour, in South Dakota 
between 22 and 28 cents, in Kentucky from 40 to 50 cents, and in Wisconsin 
between 38 and 45 cents. 

The coverage of the act has not been increased since the act was passed in 
1938. In fact, it was decreased when the minimum wage was increased to 75 
cents, and again when it was increased to a dollar. The President, in his Eco- 
nomic Reports, has repeatedly asked the Congress to extend the benefits of the 
Fair Labor Standards Act to more workers. We think it could not be extended 
to a group more in need of its protection than the retail and service workers. 

We respectfully urge the Senate Subcommittee on Labor to support 8. 1267 
or some comparable measure which would extend protection to these workers. 

Sincerely yours, 
LAURA LOKKE 
Mrs. Carl Lokke, 
President. 
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AFL-CIO FAIR LABOR STANDARDS FACT SHEET NO. 1 


SuMMARY OF AFL-CIO RECOMMENDATIONS FOR EXTENSION OF MINIMUM WaGE 
COVERAGE AS CONTAINED IN MORSE-KELLEY BILL (S. 1267 AND H. R. 4575) 


The AFL-CIO would like to see coverage broadened as much as possible, 
limited only by principles of our Federal system of government and the prac- 
ticality of administration. The four basic changes in the Morse-Kelley bill (8. 
1267 and H. R. 4575) would make it possible to extend coverage to about one- 
half the 20 million workers now exempt from its protection. 


WHO ARE THESE WORKERS? HOW MANY WOULD BE AFFECTED BY THE MORSE-KELLEY 


BILL? 

Retail trade and service workers (including laundry and cleaning) : 
I al a ce a 8, 796, 000 
COE Or REDIIOK EON DELLE <1: 5... ctcdideainssunsiinen aigladamaiaoiadaidceahowintenie 3, 725, 000 


Specific broad exemptions in the present act exempt all but about 3 percent of 
retail workers and 17 percent of service workers. The Morse-Kelley bill would 
do away with the present exemptions for employees of giant chains which 
dominate the retail field and large-scale chain laundry and cleaning and dyeing 
firms. It would extend the law’s protection to workers in large retail and serv- 
ice firms doing business of $500,000 or more a year or having 5 or more branches. 

Retail and service workers now make as little as 40 cents an hour in many sec- 
tions of the country. 

Technical, restrictive provisions and specific exemptions in the present law 
must be changed to provide coverage for this large number of unprotected wage 
earners. 


Hotels: 
mew Uxmni ao eb ee La cc ile 446, 000 
OCOused ‘hy Morse alley Pie oat eS ee ie ee ek 235, 000 


The present law’s retail exemption is applied to hotels, often big business in 
character, where wages, even for workers who receive no tips, are as low as 30 
to 35 cents per hour. In fact, contrary to popular belief, very few hotel em- 
ployees receive tips in addition to their earnings. 

The Morse-Kelley proposal for revising the retail exemption provision would 
also apply to hotels. With its adoption, about 235,000 employees, or one-half 
of all hotel workers, would get needed protection under the minimum-wage law. 


Wholesale trade: 


Prey OOGNNEL  bs ce oe es eed 2a) s cel 242, 000 
Covered: dF Morsetiotlay: DIN oe oe a is ES Si tintnins 242, 000 


The present law’s restricted definition of “interstate commerce” exempts 
about 10 percent of the Nation’s 2% million wholesale workers. Many of these 
workers, whose jobs obviously are in an industry involved in interstate com- 
merce, receive less than $1 minimum wage. The Morse-Kelley proposal would 
extend coverage to almost all wholesale trade workers now deprived of FLSA 
protection. 


Agriculture : 


BN RET a cna c-aciensescas ergs “a amceateentiontain > cod ok ca temaetadlh beiaine eee amelie kalinaamedions 3, 013, 000 
A RE ge SS |, ela a i ME AE, Salad LR) Maas 1, 500, 000 


Agricultural workers are not covered at all by the Fair Labor Standards Act. 
They also are not covered under unemployment-insurance laws or under the 
Labor Relations Act. Thus, they have no income to fall back on when they 
are jobless, even though they work in a highly seasonal industry. Their at- 
tempts to organize have been ruthlessly frustrated by employers, so that their 
bargaining power is almost nonexistent. Perhaps more than any other type 
of workers in America, therefore, agricultural workers need the protection of 
minimum-wage coverage. 

A large percentage of farmworkers work on mechanized corporate farms, 
“factories in the field,” where their jobs are similar to factory jobs. Wages are 
pitifully low and conditions are disgraceful. The Morse-Kelley bill would 
extend coverage to agricultural workers employed on the relatively few large 
farms. The extension would have little effect on small farms and would help 
them to compete with the large-scale “factories in the field.” 
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Agricultural processing : 


eae ann dh caer nantes liad aes te 233, 000 
Govered: bg Morse-Kelley: bil. oo sss... --..- 233, 000 


Complicated exemptions in the present act now deny coverage to almost a 
quarter of a million workers in packing, canning, and other processing of farm 
commodities. The Labor Department estimates that one-sixth of these workers 
earn less than 75 cents an hour and two-thirds less than $1 an hour, 

Partial exemptions from overtime provisions of FLSA extend to an additional 
660,000 workers in this field. 

The Morse-Kelley bill would repeal all present exemptions applying to workers 
in this industry. This would give minimum-wage and overtime protection to 
nearly 900,000 workers now completely or partially exempt from coverage. 


Small telephone exchanges: 
Ce ee len ccanias maeesgnmichvimirieieastaineamnnenanks 22, 000 
Ir T TnI UPI TRIN Nr le ee 22, 000 


The original FLSA did not exempt any telephone operators. In 1939, the law 
was amended to exempt operators working in exchanges with less than 500 
stations, and in 1949 the exemption was extended to exchanges with 750 stations. 
Large independent companies have taken advantage of the exemption, in spite 
of their ability to pay, and even the giant Bell System could legally pay less than 
the $1 minimum wage in smaller exchanges. The Morse-Kelley bill would re- 
move the exemption for telephone operators. 


Fish processing: 
rN isi et eet ies, lo ect abiebiddensascenalaceeipe 26, 000 
Galvareil ty: Monte Tiaiey Ca iets ne imine 26, 000 


’ 


The present act exempts all fish-processing workers except those engaged in 
eanning fish. There is no reason why firms engaged in other types of fish 
processing should not have to pay at least the minimum wage paid by canning 
companies. Both for the benefit of the workers and for establishing competition 
not based on unfair wages, the Morse-Kelley bill would remove the fish-processing 
exemption. 


Small logging operations: 
| AI oi i aici api BG Lakin thd aie initia ebeenin intestines 110, 000 
Govertd ty Miorie-Tieliog CiM onsigi ost i hk tii stein ire sce 110, 000 


The present act exempts from coverage workers in logging operations with 12 
or less employees, supposedly because small lumbermen could not otherwise 
compete with large companies. However, large firms have made the provision 
unrealistic, because they have subcontracted so much of their business to smaller 
firms. In this way many workers who would have been employed by the larger 
firms and thus protected are cheated out of coverage. The Morse-Kelley bill 
would restore protection to all logging employees. 


OTHER WORKERS COVERED BY MORSE-KELLEY BILL 


Removing exemptions in the present law would also extend coverage to other 
workers in industries and occupations not now covered. Many of these workers 
earn low wages and badly need FLSA coverage. Present exemptions not only 
unfairly discriminate against unprotected workers, but also create unfair com- 
petition between companies in the same industry. 
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The Morse-Keliey bill would extend coverage to the following groups of 
workers in industries or occupations presently denied protection of the law: 








\ , Covered by 








| Now exempt | Morse-Keliey 
bill 

ee iO ain. 50nd sain occa leiuend<-aeeh pene 1, 351, 000 | 1, 351, 000 
Construction. -  aaaiemae a ee dele | 1, 951, 000 1, 400, 000 
Mining and manufacturing. . ao 4 321, 000 | 101, 000 
Finance, insurance, and real estate Be cdend ele ibe 3 : d 414, 000 117, 000 
Seamen. iit ae 117, 000 | 117, 000 
Local transit companies_ I iescenae saiibe Sianaeeniacsniri mains ; si inlsslal iat waclicaictipcem mani 80, 000 80, 000 
ei eee See Shan conennme eae eda Gendt | 32, 000 32, 000 
Taxicab companies__-----..--~~-- Jcbeshs ih tennnmee 3 at 50, 000 | 50, 000 
I es ose. Airs cd nce teen don caeindece saan vesiesghhlnwandioal 2, 901, 000 | 210, 000 


i 


1 Includes about 2 million domestic servants, who would be unaffected by the Morse-Kelley bill, and 
nearly 1 million workers in business and professional services and religious, charitable, and nonprofit organi- 
zations, of whom approximately 44 would be covered by the Morse-Kelley bill, 


Summary ! 


Number now | Number cov- 
Industry exempt ered by Morse- 








Kelley bill 
ioiaickctlginteibigenens —|- 
Retailing and service Gadtating laundry and cleaning and hotels) - 9, 242, 000 3, 960, 000 
ns Se ie ehonaaaaakeane Se eee 1, 351, 000 | 1, 351, 000 
lil Esa a EIA” 8 Se IS, Aft I ee IR Es SESE, 3, 013, 000 1, 500, 000 
I Sg Cte Le es eens Sie n Lks ee cee ate 1, 951, 000 | 1, 400, 000 
i i ass bn ce te beahierans pga ia Taha a eaien tapenbaeies | 242, 000 242, 000 
SEE II AES ISIE EE SHEL AA | 233, 000 | 233, 080 
on ree: Gi BOUL GUIGRG. - ooo on cc keds ccccsandenssectéuccetsun 414, 000 117, 000 
Te a a ne Oc rinin pen gunn Libeeandmnile | 117, 000 | 117, 000 
Small logging operations. wacmeinetaaaalael inne iene sasinnphidn thtedenp 110, 000 110, 000 
Ns  sinidingds ba aecaashicenbs aoamanbakes snes eeesre 321, 000 | 101, 000 
I a rl ae Ve RE 80, 000 380, 000 
SE SS inne ncaa tienitncanccaacdSuscnalinscceesnsse gaseteeeen 32, 000 32, 000 
Seafood processing -..--..--...- sielhcveis Gcdhd teeta dctihbnsed dia khosdseaneee’ 26, 000 26, 000 
EEL LT OLE TNT Oe ear 50, 000 50, 000 
CREEL ALDI INARA Sateen 22, 000 | 22, 
I ara eo ee Ae Ee 5 hii eke ba ondktentantenle | 2, 901, 000 | 210, 000 
a a a ae 20, 105, 000 9, 451, 000 








1 Figures slightly revised from previous estimates. 


AFL-CIO Farr LAasor STANDARDS Fact SHEET No. 2 


ANALYSIS OF STATE MINIMUM WAGE PROVISIONS 


An analysis of State minimum-wage provisions makes it clear that State 
legislatures have failed to protect workers excluded from the Federal act. 


GAPS IN STATE LAWS 


One-half of the States provide no minimum-wage protection at all for work- 
ers in nonmanufacturing industries. In two other States, Arkansas and North 
Dakota, the minimum hourly rate of less than 25 cents an hour is so low it is 
meaningless. 

Until recently, State minimum-wage legislation provided for a wage-board 
procedure under which rates were established for each industry separately, on 
the authority of a wage board appointed by the labor commissioner of the State. 
This procedure has led to serious discrepancies, even amoung States which’ do 











978 MINIMUM WAGE PROTECTION 


have some established minimum rates. For example, Pennsylvania established 
wage orders in 1947 for restaurant and hotel and laundry and dry-cleaning 
trades, but no wage order was ever established for retail workers. Thus, work- 
ers in the retail trades in Pennsylvania have never had protection under State 
minimum-wage standards. In New Jersey, a 1956 wage order raised minimums 
for restaurant workers to a range of 87 cents to $1 an hour. Hotel workers, 
however, are not included in this order. Workers in the beauty-culture indus- 
try in New Jersey are still operating under a 1948 wage order of $18 a week 
for a 48-hour week. In New Hampshire, laundry workers employed in non- 
profit hospitals fall under the 1949 statutory minimum of 70 cents an hour. 
Private laundry workers are covered by a 1953 wage order of only 60 cents an 
hour. 

Recently some States have departed from the wage-board procedure and es- 
tablished a basic minimum rate in the wage law itself. To date, however, there 
are still only 7 States or Territories (Alaska, Connecticut, Idaho, Hawaii, 
Massachusetts, Rhode Island, and Wyoming) that provide statutory minimum- 
wage coverage of 75 cents to $1 for all workers. Alaska is the only jurisdiction 
providing wage standards for all workers covered by the Territorial law equal 
to or above the Federal minimum. 


COVERAGE 


Only 8 States and 3 Territories in all have minimum-wage laws applying to 
both men and women workers. In 21 States, the minimum-wage laws apply 
only to women and minors, and in some States the laws apply only to women in 
specific industries. 

Even where States have added separate provisions for men brought under 
the State minimum-wage laws, they frequently exempt important industries. 
For example, in 1949, New Hampshire added such a provision, but exempted 
hotels and restaurants. Thus, in that industry, minimum-wage coverage in 
New Hampshire is still restricted to women and minors. 


STATE MINIMUM-WAGE LEVELS 


Alaska is the only jurisdiction providing wage standards for workers covered 
by the Territorial law equal to or above the Federal minimum. Less than one- 
third (28 percent) of the States and Territories have wage provisions of 75 to 
90 cents for retail, laundry, and hotel and restaurant workers. In some of 
these, the rate of 75 cents or above is only applicable in large cities. And, in 
many of these States, other important industries such as beauty culture and 
canning are excluded. Thirty-six States have no wage orders covering canning. 
This includes relatively high minimum States such as Colorado, Minnesota, 
New Jersey, New York, and Utah, whose wage orders for retail, laundry, and 
hotel and restaurant workers are in the 75-cent-to-$1 bracket. 


NUMBER OF WORKERS COVERED 


It is estimated that about 3,664,000 are covered by State minimum-wage 
rates established since 1945. Thus only 18 percent of the 20 million workers 
excluded from the Federal act are protected by State minimums. This 3.6 
million includes workers in States whose statutes provide for extremely low 
levels—States such as Pennsylvania, for example, with minimums of 30 to 40 
cents for hotel and restaurant employees. 

About 7 million workers excluded from the Federal statute are in retail 
trade. Only 1,568,000 of these employees are covered by State minimum-wage 
orders—about 22 percent of all the workers in retail trade. Workers in only 
1 State, New York, have standards equal to the Federal minimum wage of $1 
an hour. 

Approximately 38 percent of the 1,353,000 workers employed in eating and 
drinking establishments are covered by State minimum-wage orders. These 
orders range from 30 to 75 cents. Only 4 jurisdictions, Alaska, Massachusetts, 
Nevada, and Rhode Island, establish standards of over 75 cents for all hotel 
and restaurant employees. 

On the following pages are four tables showing State minimum-wage provi- 
sions in effect in each State for retail trade, laundries and dry cleaning, hotel 
and restaurant, and canning. 
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em- 


Estimated total 
ployed under wage | 
provisions. | 





1 Data on coverage is not oni: 


2 Court order restraining 1956 wage order of $1 issued on Oct. 1, 1956. 
8’ Minimum-wage law declared unconstitutional December 1956 


4Tilinois circuit court held order void June 7, 


Alabama...- 


STATES WITH 


Delaware. 


Florida. _- 
Georgia. 
Indiana_- 


1949, 


aN a ee : 


Kansas. . - tna 


eer ee 


NR ns nn 
Maryland. --- 
Michigan 

Mississippi ro 
eS . 
Montana. -- 
Nebraska 


North C: arolina S eictetia caren eae . 
Ohio 


Oklahoma ii 
Pennsylvania- 

South Carolina 
Tennessee 
Texas__. 


‘ 
' 
' 
' 


esta whine ahs Aiea neat abit toh Bde 


Virginia 
West Virginia_....__- 


NO MINIMUM WAGE 


1957 
| 
Year 
pres- 
States with minimum hourly Minimum hourly ent Type of employee 
rates of— rate rate 
estab- 
lished 
75 cents or more: 
Alaska lee aie Oe J. onne | 1955 | Men, women, and minors 
California........-- OO a | 1952 | Women and minors_-_-.----- 
Colorado cine pies hase assent a a cc -| 1956 Rees 
Connecticut _- 75 cents__....- --| 1951 Men, women, ‘and minors. 
District of Columbia. do- --| 1953 Women and minors 
Hawaii : __| 65 to 75 cents... | 1955 Men, women, and minors. 
Idaho ek 75 cents. ..-- ----| 1055 ___.do toe oa : 
Massachusetts. _ - iatpeapenll aN et va ns Geo Sn bie: ; socal 
Minnesota. 60 to 85 cents__ = 1957 Women and minors__- 
Nevada _. Sa eer Se-- a 1955 IR esi 
New Hi: ampshire  oedirainten 75 cents. : 1955 Men, women, and minors 
New Jersey ? . 60 to 8214 cents...___| 1949 Women and minors 
New Mexico 3__ ‘ an ac ottcwwabs oo 1955 Men, women, and minors__. 
New York BEARS: Pers | % ee I A he 
OS SUM. necanceal BE nadusesspsasst See 4 aed : 
Utah_- . 66 to 80 cents.___..- | 1956 Women and minors pam 
Wyoming... | 75 cents. _..- | 1955 | Men and women._-__....----| 
60 to 74 cents: | } 
North Dakota_.._.---- | 65 cents.-....- st ST 8 eo eet 
Oregon aanenal | 70 CG. ..-..-<e | 1952 Women and minors 
Washington..._..__-- re se ee to an eden 
Wisconsin_..__... ..| 50 to 70 cents___.__-- SERN Nose eebocedeenese Soto eseccecs 
30 to 59 cents: } 
|... ns cenounal a eS 1954 Women. al 
Na --| 4 40, 45, and 50 cents..| 1947 Women and minors-_---.-.--} 
Illinois 4 cone mkt Sn RE. |} 1948 do_. Sldcibeanesianens | 
Paente BiG0.... <2. escen | 33 to 43 cents.....- | 1955 “Men, women, and minors_-- 
Less than 30 cents: 
Arkansas 2 16 cents_ - 1915 | Women-.--- iene 
South Dakota...........-... 22 to 28 cents PI Bcaiiens TT on : 








Case on appeal. 
Case on appeal. 
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TABLE 1.—State minimum-wage laws and orders applying to retail trade by State, 


Estimated 

number of 

employees 
covered 
by law 


() 

200, 000 
27, 000 
92, 000 
22, 000 

() 

21, 000 

208, 000 
54, 000 

3. 000 
27. 000 
70, 000 
10, 000 

591, 000 
31, 000 
13, 000 

9, 000 


(1) 
26, 000 
38, 000 
67, 000 


15, 000 
36, 000 
(1) 
(4) 


16, 000 
8, 000 


1, 568, 000 





STANDARDS! 


No minimum wage provision, 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
No minimum wage orders issued. 
Do. 
No minimum wage provision. 


_ No minimum wage orders issued. 


No minimum wage provision. 


. No minimum wage orders issued. 


Do. 


No minimum wage provision. 


Do. 
No minimum wage provision (for retail trades). 
Law held unconstitutional (1939)., 
No minimum wage provision (for retail trades). 
No minimum wage provision. 

Do. 

Do. 

Do. 

Do. 

Do. 


1 States designated ‘‘no orders issued” indicate the States have basic minimum wage provision, but no 
action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TaBLe 2.—State minimum-wage laws and orders applying to laundries and dry- 
cleaning establishments,’ by State, 1957 








| Year pres- 


States with minimum | Minimum hourly ent rate Type of employees 
hourly rate of— \ rate estab- 
lished 
75 cents or more: 
ee a 1955 Men, women, and minors. 
MEO TU. 6. do canine >~- 1952 Women and minors. 
Colorado .___.. SNe iditiattea tate 60 to 80 cents.._._-_-_- 1956 Do. 
Connecticut - nae oe —- <ahneands 1951 Men, women, and minors. 
District of Columbia___._- Decca ntig tee iedetesdt copia 1951 Women and minors. 
SEWN. «weet ___..| 65 to 75 MENG. ies--:- ; 1955 Men, women, and minors. 
NDE Ci OS a4 oe NG Tie aa | 1955 Do. 
Massachusetts__.......-.. ES ee 1957 Do. 
Minnesota. 70 to 85 cents........-- 1957 Women and minors. 
Nevada 75 to 87% cents_______- 1955 Women. 
ee SON ona + 80 cents (clerical); 85 1956 Women and minors. 
cents (nonclerical). 
lectern ta | 70 to 75 cents (laun- 1953 Men, women, and minors. 
| dry); 80 cents (dry- 
cleaning). 
Rhode Island._...___- oc 1956 Do. 
Ce ere once 75 to 80 cents... --- A 1956 Women and minors. 
Use (a ee 1955 Men and women. 
0 to 74 cents: 
New Hampshire_-_.......- 60 cents. at easedl 1953 Do. 
North Dakota........._..| 50 to 6344 cents...---_- 1953 Women. 
8 at A aie | | ee 1950 Women and minors. 
Sees Tae PN. «d-cgeae~nes ; 1950 Do. 
NS a Se 50 to 70 cents_......__- 1956 Do. 
30 to 59 cents: | 
RA OE AEE 52 cents (laundry); 60 1948 Do. 
| gents (dry-cleaning). | 
New Mexico 2... .......... | SPs. Jcntadintnad =< 1955 Men, women, and minors. 
Na Dane ....| 35 cents (cleaning); 1935 Women and minors. 
27% cents (laundry).| 1934 
pmerte Ricd............... ct eae 1955 Men, women, and minors. 
Less than 30 cents: | 
ARE ELEAARELLAR D SAGO. .............. 1915 Women. 
ara ocean IIE. one tsen 1937 Women and minors. 
Kentucky pabbeuncesss aac ococoe 1942 | Do. 
Pennsylvania............- tS Sa aaa 1941 Do. 
South Dakota --..-..... --| 22.2 to 27.8 cents......| 1943 | Women. 








1 Data on number of workers covered by State laws in this industry are not available. 
2 Minimum wage law declared unconstitutional December 1956. Case on appeal. 


STATES WITHOUT MINIMUM WAGE STANDARDS! 








a aa eles balan die fection neh teas mania da nolghnibh gett cob No minimum wage provision. 
Delaware Do. 

Ne ne ce Sennen nu ramet Rea Sena aetbaercaann cermei oi oe Do. 

i cinraininiatae : Do. 

a isiesiecseisscae Do 

NTE ioe: Do 
a alia Gig iomienmareitne Do. 

UR ate a RL cn eg lg ac rceew emalemiweie No minimum wage orders issued. 
Oe nT naGseccewwanwanwiew Do. 

I il aa os eat lidateu in aelininrakpabebmusadukaaiina No minimum wage provision. 
a calmer Ga No minimum wage orders issued. 
I a a Rint ithe aamneemaapest No minimum wage provision. 
ae cenninncuaeendeinkutciee No minimum wage orders issued. 
Montana.-......-.- Do. 

Np a gat el ptt et a eS. S5+ TT A LT No minimum wage provision. 
North Carolina 0. 

SS OEE NA ALLA CCA CNET REALE CAD OG RAAT Law held unconstitutional (1939). 
I a ae hia aie tna au aeenG No minimum wage provision. 

Gi cnapeith tc Rn atiseienn tinihanasiasanonsrauenasane Do. 

Se RE a a dgnebosslactioheis Do 

ain nea lca ee mcaaani med oii a Do. 

i a a Os cnacelnitaedincepialiicaiseiagen © meateaninseaiee Do. 

eee oe en eciekesessnemnenscnnnn Do. 


1 States designated “no orders issued’’ indicate that the States have basic minimum wage authority 
but no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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restaurant establishments 
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TABLE 3.—State minimum-wage laws and provisions applying to hotel and 


States with minimum 


hourly rates of— 


75 cents or more: 
Alaska. 
California. 
Colorado 
Connecticut _- 


District of Colum- 


bia. 
Hawaii 
Idaho. 


Massachusetts. - - 
Minnesota. ._-_-- 


Nevada. 
New Jersey 


New York. ...... 


Oregon 
Rhode Island... 


Utah_..- 


W voming.-. 
60 to 74 cents: 


ea 


Washington 
Wisconsin 
30 to 59 cents: 


Kentucky... 


New Hampshire-.. 


New Mexico 


North Dakota. ---- 


Pennsylvania 


Puerto Rico-.. 
Less than 30 cents: 
Arkansas__ 

South Dakota_- 


Estimated total | 











employment | 


under 
provision. 


wage 


1E ‘Diane estimates include only eating and drinking establishments. 








| 


2 Data on number of workers covered by State law not available. 
3 Act declared unconstitutional December 1956. 


ity 


Case on appeal. 


Year Setienated 
present | | number oj 

Minimum hourly rate rate | Type of employee emiphegees 

estab- | cover y 
| lished | law 

EEE — — } _ —_ 

oo) SL. Bienc25 ae 1955 Men, women and minors-.--. (?) 

ow) ORR. otk ee SL 1952 Women and minors. ..-- 65, 000 

60-80 cents. ............. 1956 do ; ; 9, 000 

TR OUR Gass ees ce 1951 | Men, women and minors 16, 000 

i IS 1955 Women and minors. | 9, 000 
| 65-75 cents. 1955 | Men, women and minors.-..| ) 
non | COB eel cose eh. cack ihc iabdekbesescesccess | 4, 000 
..| 85 coma. < Jsu-c2c5é cca) 1087 eae ‘ -| 52, 000 
ead cove 5 cents. ...... site 1953 Women and minors. ______- a 18, 000 
8744 cents. ._.-- --| 1955 \ a | 1,000 
87 cents-$1 (nonservice), 1956 Women and minors. _...___- | () 
(hotel workers. ex- 
empt). | 
52-75 cents (restaurant) _- 1953 Men, women and minors.-.-|_..........-.- 
65-75 cents (hotel—non- 

--|} service). ¢ 7 
10-50 cents (hotel—serv- | 1954 ----d0..--.---------------- 179, 000 
L ice). 

.-| 75 cents. .- aa 1956 Women and minors___-.-- 9, 000 
| 90 cents 1956 Men, women and minors.. aa GC 

70-75 cents (rest: yurant) __ - | 
--\75 5-06 cents hated. “}} 1956 | Women and minors--.--.----| 3, 000 

Oe 1955 Men and women..-........- 2, 000 
! 

0 cents (nonserv tee) scout ; 
--\t3s cents (service)........ 51956. ...| Women and minors. -......-- 48, 000 
x) CORNER Biss... PE oi nlon nh Bunge cdesenene-ivee 14, 000 
_-| 50-70 cents... _- = 1956_ (nme i damien a 18, 000 

| | 
f40-50 cents (restaurant) _|\19 3 
~-==|\26-45 cents (hotels) _- fis | en } 10, 000 
}f40 cents (service) i } | 
Kepeents (nonservice) _ -_- ~ Prey ‘T --do.. - - <tr 2, 000 
.-} 50 cents__- ----------| 1955.....| Men, women, and minors. 4, 000 
55-58 cents. - .-------| 1086....-| Women. Se slishtalceebemse 3, 000 
f29 cents (service) }} low and minnre 
------1139 cents (nonserv ice). 3 1947__. Women and minors. 50, 000 
Si-42 comes: . ............] 1058. .| Men, women, and minors. --!| () 
| | | 
ee ene | AOR cnt OME okt lad (2) 
22.2-27.8 cents_ 1943_...- hee da. side nctnased dipntndtot nese (2) 
Pudinsinngeckbenenianghiintekuiedonie eulidee hess babustaane a 516, 000 





Hotel workers are excluded. 
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STATES WITH NO MINIMUM WAGE STANDARDS! 


Alabama.................-.-.-.-----.---.---. No minimum wage provision. 


I iad hrinreashacisinentystirintataiteabdebtedenopeindiemibeticacts No minimum wage provision (for hotel and restaurant). 
eh beaseninaneune No minimum wage provision. 

NU Bosc. a ose ccadicibie Do. 

GRINS. Sloss eccwce adiaeti eae 7 Do. 

Eh ncn ccc teksts eb seb ideancenny No minimum wage provision (for hotel and restaurant). 
Eee... iL ee No minimum wage provision. 
lowe. Ail... ..... a eis Do. 

oe este iictsiaanminin Do. 

Nols cnlnt aaa Sons abiiieinneenca be No minimum wage orders issued. 
Maine ____---- lla Mee RN rath Do. 

BOT PS, no ccc bulbli cued Rte No minimum wage provision. 
SE Be ds Ln cecnabduabe Ula bee neke No minimum wage orders issued. 
ee cecenmendadconpebe No minimum wage provision. 
DINE. dk. coacentucuibe Bi Sp Uea Ob ake No minimum wage orders issued. 
Ee ie ee ee Do. 

TY ea een ...----. No minimum wage provision. 
RR Bae eit eens 2 Oe Do. 

DS Son tecacnenoicasnepeenddaectdhind Law held unconstitutional (1939). 
IN 6 tt rrnatcoqadcpulnnttatisinstjmiss No minimum wage provision. 
CIDD ic waccascosetccaedue Uendeeeiensks Do. 

J) Ve aaa canannnpelipiieuses bs Do 

We inccodanncnncaed sd ludluabavestvlvil abe Do 

een eek Do. 

Pe nn ren acwapettdiivbneast< Do. 


1 States designated “‘no orders issued”’ indicate that the States have basic minimum wage authority, but 
no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 


TasLe 4.—State minimum-wage laws and provisions applying to canning industry, 
by States * 








j | 
Year 
States with minimum hourly rate of— Minimum hourly present Type of employees 
rate rate estab- 
lished 

75 cents or more: 
I occas rseteremenisieecnouelaiaiae Is wiiciaintanall Actpessnditivnticls 1955 Men, women, and minors. 
En ema aincen SE 1952 Women and minors. 
PG io. i i SLSR. PR Sido bbanantinie 1951 Men, women, and minors.' 

a idee 65-75 cents... __..- 3 1955 Do. 

Idaho eee ts et cccacn not 1955 Do. 
eee nero IN. drdiiinweias 1957 Do. 
Bech tO Rc edd 75-8744 cents. ._.....-- 1955 Women. 
mecca UR occ dnasssess 1955 Men, women and minors. 
DO SERED D..ocntétionakomeoagliiee eee 1955 Do. 
BI iicccenicaticccinaataineenceeesativenetatiien 90 cents. ._.-- aes fC Do. 
Niclas Ul ee 1955 Men and women. 

60-74 cents: 
Et Ca Aa AE om eh Jt Rao wn gecan 1955 Women’and minors. 
en 5 I 6 ce thadattenes 1951 | Do. 
Wisconsin. - - esse eco ototigt-aevigs anoupsill Me aiencasaoed 1956 Do. 

30-59: 
ee ewe ME Wa wsocccccec 1947 | Do. 
Minnesota ie ccias. ..$o2G. so ee. St 1939 | Do. 

Less than 30 cents: South Dakota_._.__.| 22.2-27.8 cents_____._- 1943 | Women. 








1 Data on number of workers covered by State laws in this industry are not available. 
2 Act held unconstitutional December, 1956. Case on appeal. 
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STATES WITH NO MINIMUM WAGE STANDARDS! 





I ae Ek Et No minimum wage provision. 

SG, pon oan obdeuncdteueetbuuperanatan ant No minimum wage provision (for canning). 
ORI, 6555 D2 wth sive Doin cenenlreditcnaiied ablal Do. 

CU ELS tn ciccnstcgmmnt abbbeas amend mee Do. 


No minimum wage provision. 
No minimum wage provision (for canning). 


Nn icwasensdintiriongmwenipatunintendoan No minimum wage provision. 
al 5.4505 13.0) babe entindonn enebbomsnetnt Do. 
ee an ke Seat a aneeeeee No minimum wage provision (for canning). 
Indiana... --...-- ---------------------.-- No minimum wage provision. 
Rik 80 Se taal Le ots ee Do. 
SO Dini tines thd 5 346th wate vgihha agidiibscmities Le Do. 
Louisiana..._.............--------..-.--...... No minimum wage orders issued. 
BN Sisco sk itn Sasilt Sundaes wale Do. 
DERRO MOIS fais id chews de did dds No minimum wage provision. 
Michigan_ net wer Bs ...-- No minimum wage orders issued. 
Mississippi- - - ... No minimum wage provision. 


Missouri___- 


No minimum wage orders issued. 
Montana. - - 


Do. 


SE ihs. wr whip Seupess cist enteleunaeecregieerinddaelitioen No minimum wage provision. 
New Jersey- - .....------ No minimum wage provision (for canning). 
New York LLL eee Do. 


ON a ee ae) ee 
OE SS eee ae 

Ohio-_. : 

Oklahoma... 
Pennsylvania. 
Puerto Rico : 
South Carolina -- 


_.. No minimum wage provision. 

eer oe wage provision (for canning). 
~eoewes 0. 

Law held unconstitutional. 

No minimum wage provision (for canning). 
Rate set under Federal law. 

No minimum wage provision. 


' 
' 
' 

s 6 @ 8 


I ingen Pale ak incu J ‘ Do. 

Texas__- nandedudbtiadalenan Do. 

SROs wane 5 ...-.-----...------ No minimum wage provision (for canning). 
Vermont_-._--- i saaaiacetamciabiacateael No minimum wage provision. 

Virginia. __- wes Do. 

Wane Vea aaa ea Do. 


AFL-CIO Fam Lazor Stranparps Fact SHEET No. 3 
WHOLESALE TRADE 
I. INDUSTRY DESCRIPTION 


Wholesale trade is one of the largest industries in the national economy. 
According to the United States Census of Business there were in 1954 252,000 
wholesale establishments with an annual sales volume of approximately $234 
billion. 

Approximately 214 million workers are employed in wholesale trade. 

The great majority of these employees are subject to both the minimum-wage 
and overtime provisions of the FLSA. However, about 242,000 employees (exclud- 
ing outside salemen) are exempt under the present statute. 


II. IMPACT OF THE WHOLESALING INDUSTRY ON INTERSTATE COMMERCE 


The wholesaler is an integral link in the American mass-production system and 
performs services which are essentially interstate in character. 

Wholesale trade depends largely on goods received from outside the area of the 
wholesaler. Because of the great number of items normally assembled for dis- 
tribution, most wholesale centers depend more upon outside goods than upon 
locally manufactured ones. For a given wholesaler, the competitive selling area 
of a product may be relatively narrow, whereas his supply area may extend over 
the entire United States. 

The present act does not extend to any employment after goods have moved in 
interstate commerce. Thus it does not apply to storage or distribution of goods 
unless (1) the area of distribution extends beyond the State, (2) particular 
goods are obtained from other States pursuant to a prior contract, or (3) the 


retail outlets are under obligation to fill their needs through the particular 
warehouse. 
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These qualifications mean that the present act protects all employees in some of 
the wholesale establishments but in most establishments only a part of the 
employees are protected. 

The provisions are so cumbersome that many wholesalers are not certain which 
of their employees are subject to the act and which are not. One week an 
employee may be subject to the act; the next week he will be exempt. The result 
is that many wholesalers are inadvertently violating the act and many employees 
who are subject to the act are not receiving benefits. 

A second area where employees are exempt is the case of wholesalers who 
receive no goods from outside the State and distribute within the State. How- 
ever, a substantial portion of the goods which nearly all these wholesalers dis- 
tribute have moved in commerce from outside the State initially and these 
wholesalers compete with other wholesalers, many of whose employees are 
covered by the act. This leads to unfair competition between wholesalers who 
must comply and those who through law are exempt. 

In 1941 the Wage and Hour Division of the Department of Labor made a study 
of the effects of the original act on the wholesale grocery trade. A number of 
wholesale grocers indicated that they were relatively satisfied with the wage 
and hour standards but were disturbed by the failure of competing noncovered 
firms to comply. Both large and small wholesalers in compliance felt that uni- 
formity of coverage was more important than any relaxation of statutory 
standards. Partial coverage thus makes for inequities among employers and 
leads to unfair competition in certain areas of wholesale trade. 


III. CURRENT WAGE DISTRIBUTION IN THE INDUSTRY 


Wholesale trade is a relatively high-wage industry. However, a considerable 
number of wholesale workers receive very low wages. A recent BLS survey 
covering wholesale trade found that. average hourly earnings for material- 
handling laborers in Atlanta were $1 an hour and for one category of truckdrivers 
only $1.07. In Baltimore, janitors in wholesale establishments averaged only 
$1.08. Since the averages in these categories were at or barely above the statu- 
tory minimum, it is obvious that many workers were actually receiving less than 
$1 minimum wage. 

IV. MORSE-KELLEY BILL 


The change in the basic coverage of the law which would be brought about 
through enactment of the Morse-Kelley bill would extend FLSA coverage to 
virtually all of the 242,000 workers now excluded. 


AFL-CIO Farr Lasor StTanparps Facr Suret No. 4 
HOTELS 
I. CONDITION OF THE INDUSTRY 


1956 was a record year for the hotel industry. Gross receipts rose to a record 
$2,652 million—an increase of over 4 percent from 1955, according to a report by 
Charles A. Horrworth, executive vice president of the American Hotel 
Association. 

Construction of new hotels in the United States was also on the upswing in 
1956 with 90 new hotels built or under construction in the first 10 months of the 
year. 

The largest hotel chains realized even more spectacular gains. The Wall 
Street Journal of March 12, 1957, reported that earnings of the Hilton chain for 
1956 increased 84 percent over 1955. Earnings in 1956 equaled $4.50 a share as 
compared to $2.52 a share in 1955. 

The motel and tourist court business has experienced phenomenal growth. 
According to the Department of Commerce, motel and tourist court receipts 
showed a gain of 130 percent from 1948 to 1954. 

The December 24, 1955, issue of Hotel Gazette reported that there were over 
60,000 motels in the United States in 1955, doing over a billion dollars worth of 
business. The Gazette article stated: “Major operators, particularly among the 
chains, are setting their sights on motels. At a fast pace, the past year has seen 
the buying, building, and leasing of motor hotels by several chains.” 


aon. >. tm Le Bs be 
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Il. HOTELS IN INTERSTATE COMMERCE 


The 1950 Directory of Hotel Systems lists 123 interstate hotel chains with 3 
or more hotels each. These chains operate a total of 1,260 hotels. Among these 
are the most familiar names in the hotel business, such as the Hilton-Statler 
and Sheraton. Such hotels employ about 11 percent of all hotel workers. 

About 37 percent of the chains operate in only 1 State. The remaining 63 per- 
cent—nearly two-thirds of the chains—operate hotels in 2 or more States. 

These facts are most pertinent to the question of including hotel workers under 
the minimum wage provisions of the FLSA. 

Great changes have come about in the hotel industry since the FLSA was 
adopted 18 years ago. Then there were no such giant chains of hotels in exist- 
ence as the Sheraton and Hilton, for example. Today each of these chains is a 
huge network of units, with establishments not only in this country but in 
numerous foreign ones as well. 

This consolidation of hotels has naturally brought with it wholesale buying of 
supplies and equipment with goods shipped across many State lines. Reserva- 
tions of rooms are now made by central bureaus of the hotels for any city in 
which it has units. Through advertising and promotion it tries to attract—and 
does attract—guests from every part of the United States. 


Fact SHEET No. 4 
III. CURRENT WAGE DISTRIBUTION IN THE INDUSTRY 


Wages of hotel workers are notoriously low. The Bureau of Labor Statistics 
made a survey of earnings of hotel service workers in 19 cities during the summer 
of 1955. This survey showed very low wages generally as well as wide regional 
variations for the same occupation. 

For example, citywide averages for chambermaids ranged from 40 cents an 
hour or less in 4 southern cities to $1.27 in San Francisco. Even in Philadelphia 
and Washington, they averaged only about 80 cents an hour. The variation for 
pantry women was even greater, ranging from 39 cents an hour in Birmingham 
to $1.68 in San Francisco. Average hourly earnings for dishwashers ranged 
from 32 cents in Houston to $1.34 in San Francisco. 

Employes in these occupations, despite their low wages, receive no tips. As 
a matter of fact, contrary to widespread impression, only a small proportion of 
hotel workers receive tips. Thus a New York State survey for January 1956 
found that only 22 percent of the State’s hotel workers received tips from 
customers in addition to their cash payment. 


IV. INADEQUACY OF STATE LAWS 


In many States where large chain hotels operate, there is no State minimum 
wage coverage at all, as for example, in Florida, Missouri, Michigan, Connecticut, 
Illinois, New Mexico, and Texas. 

Even in States that do provide minimum wage coverage, the provisions are 
inadequate, and the complicated wage board procedures required by law prevent 
standards from keeping pace with rising living costs. 

New York employs more hotel and restaurant workers than any other State. 
It is one of the “high” minimum wage areas compared to standards in other 
States. 

The hotel order provides for 75 cents for nonseryice workers in New York 
City, 72 cents elsewhere in the State; 50 cents for dining room service workers, 
and 48 cents for bellmen and baggage porters in New York City; 45 cents for 
this category elsewhere. 

Rates in resort hotels are considerably less. For example, a hotel as wel? 
known and prosperous as Grossingers has the benefit of a resort rate which 
is as little as $8 per week. 

These rates were set in 1952. It has taken 4 years to convene a new hotel and 
restaurant wage board. Investigations and hearings generally take 1 to 2 
years. The workers who need the protection of minimum wages are unorganized 
and unable to cope with the intricacies wage board procedures involve. It is 
often a practical impossibility for them to take time off from work to come in 
and give testimony in order to convince the board to fix a realistic minimum 
wage. Such procedures render State laws ineffective in giving hotel workers 
the minimum wage protection they need. 
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V. MORSE-KELLEY BILL 




























The provision in, the Morse-Kelley bill removing the retail exemption from 
establishments doing an annual volume of business of $500,000 or more would 
apply to hotels. If it were adopted, some 235,000 or roughly one-half of all hotel 
workers would gain minimum wage protection. 





AFL-CIO Farr Laspor STANDARDS Fact SHEET No. 5 
RETAIL TRADE 
I. THE RETAIL INDUSTRY 


Retail trade today constitutes a multibillion-dollar industry operating thou- 
sands of stores with several million employees. Presently only 230,000 workers 
employed in mail-order houses and in central offices and warehouses of chain- 
stores are covered by the FLSA. 

The Census of Business for 1954 provides the latest available detailed statis- 
tics with regard to retail establishments. According to these statistics, all 
retail sales constitute 42.9 percent of our gross national product. Retail sales 
of stores with an annual sales volume of $500,000 or over do business that con- 
stitutes 18.4 percent of our gross national product. 

According to the census, 1.6 million retail establishments operated through- 
out the year 1954. Four out of every five of these establishments had sales of 
less than $500,000 or more. But the 3 percent of retail stores doing a volume 
of business of $500,000 or more accounted for more than 40 percent of sales, 
and more than one-third of total employment. These large stores clearly have a 
disproportionate impact relative to their numbers on retail trade. 

These stores are clearly the major profitmakers in the retail industry, and 
indeed their profit picture compares favorably with other “covered” manufac- 
turing firms of similar size. 

The National City Bank of New York in its monthly letter for April 1956 
stated that 25 of the largest grocery chain companies reported a total net in- 
come of over $94.5 million in 1955 or nearly 11 percent above the 1954 level. 

Business Week points out that among the Nation’s 20 biggest retailers: 
“Every company among the top 20 scored an increase in sales.” All but two 
pulled up their profits. 


II. IMPACT ON INTERSTATE COMMERCE 


In 1939 when the FLSA was enacted, supermarkets accounted for less than 
one-fifth of the total dollar volume of food in the United States. During the 
past 15 years the number of supermarkets has more than tripled. 

Giant chains twon immunity from the requirement to pay the statutory mini- 
mum wage under a law which was intended to exempt only small neighborhood 
stores. The difference between huge chains and small locally owned stores is as 
between day and night. 

The chain enterprises operate through centralized headquarters with central- 
ized purchasing and control. They have virtually eliminated the wholesaler. 

As Secretary of Labor Mitchell testified in FLSA hearings last year: “These 
multistate enterprises are basically not local or intrastate in the most impor- 
tant characteristics including ownership, control, financing, management, and 
personnel policy.” 

The chain groceries have subsidiaries which operate milk plants, general fac- 
tories, coffee-roasting plants, and even an insurance company. The American 
Coffee Corp., owned by A. & P., is the world’s largest coffee purchaser. 


Ill. WAGE DISTRIBUTION IN THE RETAIL INDUSTRY 


.. Lhe wages of retail workers have lagged far behind those of industrial workers 
who are more highly organized and have the protection of the FLSA minimum 
wage. In 1982 the average retail worker averaged $20.71 as compared with only 
$17. 05 for the average factory worker. 

Today that picture is completely reversed. While the average weekly wage 
for factory workers in November 1956 was $84.42, retail workers had earnings of 
only $60.04. 


wa 


MINIMUM WAGE PROTECTION 987 


According to the Labor Department estimates in 1955 in multistate retail 
establishments, 5 percent of all employees were paid less than 75 cents an hour, 


~ 


15 percent less than 90 cents, 25 percent less than $1. and fully 50 percent less 
than $1.25. 

Department of Commerce figures show that in 1955 annual earnings of full- 
time employees in retail trade were lower than in any other major nonfarm 
group except services. Average annual earnings in that year were $3,221 or 26 
percent under the level in manufacturing. 

Contrary to popular impression, it is these large chain stores that most 
frequently pay substandard wages. When a small retailer needs additional 
help he has to hire an all-round man or combination salesman, assistant, and 
standin when the owner is not in the store, and for whose services he must 
pay competitive wages. Work in large stores is broken down into assembly-line 
jobs such as mere order taking, checking, or packaging. The retail worker in 
such stores, without union organization or minmum-wage protection, must accept 
whatever wage is offered. 

A retail wage survey in New Jersey conducted in 1954 bears out this fact. 
Here the proportion of men in retail stores with 50 or more employees receiving 
less than $1 an hour was almost the same as that for stores with 25 to 50 
employees and stores employing fewer than 5 workers. The proportion of 
women earning under $1 an hour in the large stores (over 50 employees) was 
greater by far than in the other smaller stores. 


IV. WAGE-COST RATIO 


Retailers frequently contend that theirs is a low productivity industry. Esti- 
mates indicate, however, that with increasing concentration in larger and more 
efficient units productivity in retailing has increased considerably since before 
World War ITI. 

Wage costs—payroll as percent of sales—for 1954 in retail establishments 
with more than $500,000 sales were 11 percent. This compares to 40 percent in 
aircraft; 36 percent in electrical products, 22 percent in paper; and 15 percent 
in petroleum—to name a few examples in “covered” industries. 

Professor Blum in his staff report to the Senate Labor Committee in 1955 
has calculated that if the $1 minimum wage were applied to the entire retail 
industry—with no other compensating adjustments and with consumers bearing 
the entire cost of the increase—“The maximum conceivable adjustment is esti- 
mated to amount to an increase in the price of retail goods of less than one-half 
of 1 percent.” 

Thus, to put it another way, the maximum effect if the total increase were 
passed on to the public would be the equivalent of an increase of one-half per- 
cent in the Consumer Price Index. Certainly every principle of decency and 
justice dictates that this would be a very small price to pay to assure a minimum 
standard of health and decency to retail workers and their families. 


Vv. COLLECTIVE BARGAINING AGREEMENTS IN THE RETAIL INDUSTRY 


Another indication of the ability of large retail companies to adjust to $1 
minimum wage is the experience of retail workers’ unions who have won sub- 
stantial wage increases from employers in retail trade. These retailers have 
remained in business and continued to make sizeable profits. 

Typical of such contracts, is the agreement between the Retail Clerks Inter- 
national Association, AFL-CIO, and the Associated Food Retailers of Greater 
Chicago covering about 12,000 employees establishing a 40-hour week and wage 
rates for clerks ranging from $1.24 to $1.85 cents an hour. Even part-time 
eniployees receive a minimum of $1.05 per hour. 

Another example is the agreement between the retail clerks and the Central 
Hardware Co. of St. Louis, Mo., which sets forth rates ranging from $1.58 for 
store-room employees to $1.80 for city order, hardware, plumbing and lumber 
salesmen. There is no indication that Central Hardware is on the verge of 
bankruptey as a result of paying decent wages. 

Contracts on file in the research department of the Amalgamated Meat Cut- 
ters and Butcher Workmen of North America, AFL-CIO, covering 123,000 
workers in retail grocery and meat sales show nowhere—North, South, East, or 
West—any wage of less than $1 an hour. These contracts cover not only the 
larger supermarkets employing between 30 and 100 workers but also the smaller 
stores with 1, 2, and 3 employees. 
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The vast majority of unionized retail stores have already demonstrated that 
the payment of $1 an hour presents no economic problem whatsoever. 


VI. STATE MINIMUM WAGE STANDARDS 


Retail workers can look to very little protection from State minimum wage 
laws. A majority of the States (26) have no protection at all for retail em- 
ployees. In 14 other states the law applies only to women and minors. In two 
other States (New Mexico and Minnesota) the effect of the minimum has been 
nullified by court action. 

Of the six States which now provide coverage for all retail employees (New 
York, Massachusetts, Connecticut, Rhode Island, Wyoming, and Idaho) the 
minimum applicable to retail employees ranges from 75 cents in Connecticut to 
$1 in New York. Here we can see the effect of leaving minimum wage regula- 
tion of large retailers to the States. An A. & P. employee in New York City 
gets a minimum of $1 an hour, but in the neighboring State of Connecticut an 
employee doing the same work for the same company gets 25 cents an hour less. 

In the last 10 years not a single wage order has been issued in several States 
with minimum wage laws. Even important industrial States, such as Michigan, 
Indiana, Ohio, and Pennsylvania do not have any effective minimum wage law 
benefiting retail employees. 

As of March 1956, 1,568,000 retail trade employees were subject to State mini- 
mum wage laws. This is less than 20 percent of all retail employees. 

Thus even when there is a State law, most of them cover only women and 
minors and on the whole provide standards far below either the Federal mini- 
mum or any minimum which would permit a decent standard of living. 


VII. MORSE-KELLY BILL 


This bill would extend coverage to employees employed in a retail or service 
establishment by an employer having five or more establishments or a total 
annual dollar volume of sales of goods or services of more than $500,000. An 
establishment would be deemed to be a “retail or service establishment” only 
if not more than 25 percent of its annual dollar volume of sales of goods or 
services is for resale or is made to customers who are engaged in a mining, 
manufacturing, transportation, commercial or communications business. 

Enactment of these provisions would bring under coverage approximately 
3,565,000 retail workers (not including hotel and laundry and dry cleaning) now 
exempt from the FLSA. 


AFL-CIO Far Lasor STanparps Fact SHEET No. 6 


EXTENSION OF COVERAGE OF THE Farr Lazpor STANDARDS AcT TO LAUNDRY AND 
CLEANING AND DYEING WORKERS 


I. THE LAUNDRY AND CLEANING AND DYEING INDUSTRY 


The laundry and cleaning and dyeing industries constitute an important seg- 
ment of the national economy. More than a half-million workers are employed 
in laundries and in cleaning and dyeing plants. 

In 1954 there were 47,941 establishments, employing 470,967 workers, engaged 
in power, self-service, and industrial laundries and in cleaning and dyeing plants. 
Total receipts of these establishments were over $2 billion and their payrolls 
were more than $1 billion. They employ well over a half-million laundry and 
cleaning and dyeing workers in the United States. 

At the time of the hearings on amendments to the Fair Labor Standards Act 
in May 1955, the United States Department of Labor estimated that 533,000 
workers in laundries, cleaning, and related services were not covered by the 
provisions of the Fair Labor Standards Act. Since it has been estimated that 
only 57,000 laundry and cleaning and dyeing workers are presently covered by 
the act, it appears that only about 10 percent of the Nation's laundry and cleaning 
and dyeing workers are protected by the provisions of the Fair Labor Standards 
Act. 
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Il. WAGE DISTRIBUTION IN THE LAUNDRY INDUSTRY 


The earnings of power laundry and cleaning and dyeing workers were sur- 
veyed by the United States Department of Labor’s Bureau of Labor Statistics 
in May-July 1955. Hourly earnings in the 29 metropolitan areas and cities 
included in the survey found that average hourly earnings for production workers 
averaged $1.06 with males earning $1.38 and females 96 cents. In the same 
period, all manufacturing production workers were averaging $1.88. The survey 
showed that half of the power laundry and cleaning and dyeing workers were 
earning less than $1 an hour. Thus half of the workers in these industries do 


not have wages equal to the minimum provided under the Fair Labor Standards 
Act. 


Ill, STATE MINIMUM WAGE PROVISION FOR LAUNDRY AND CLEANING AND DYEING 
WORKERS 


While it has been generally assumed that laundry and cleaning and dyeing 
workers are protected by State minimum wage orders, these orders do not 
exist in many States, and, in those States where they do exist, the protection 
afforded is far from adequate. 

With regard to minimum wages, 25 States at present have minimum wage 
orders covering laundry workers or general orders under which laundry workers 
are included; 20 States have orders covering cleaning and dyeing workers or 
general orders under which they are covered. With regard to premium pay 
for overtime, only 14 States have such provision for laundry workers either in 
laundry orders or general orders, while only 11 States have such provision for 
cleaning and dyeing workers in either specific orders for that industry or in 
general orders. And, among those States with orders calling for premium 
pay for overtime, only 4 provide for time and a half after 40 hours a week, while 
only 4 provide for time and a half after 8 hours a day. 

A further examination of State minimum wages also shows that the protection 
afforded even in those States which have orders is far from adequate. To 
begin with, some of the orders are very much out of date. Illinois has not 
revised its laundry order since 1937. Ohio’s laundry order dates from 1934 
and its cleaning and dyeing order from 1935. And, it is more than 40 years 
since Arkansas raised the minimum rates in its laundry order, which is dated 
1915. <A number of other States have not changed their wage orders since the 
1950 amendments to the Fair Labor Standards Act. These include Arizona, 
Kentucky, Pennsylvania, and South Dakota. 

In the older orders, it is not surprising to find that the minimum rates 
provided are low. The Arkansas minimum of $1.25 for an 8-hour day amounts to 
15.6 cents an hour, while Ohio has a 35-cent hourly rate for cleaning and dyeing 
and a 27.5-ent rate for laundry. Illinois rates range from 23 cents to 28 cents 
an hour. Even some of the States with orders dating from the 1940’s have 
rates of less than 30 cents an hour, rates which are on the books and effective 
now, in 1957. What is perhaps even more significant, however, is that some 
of the States which have revised their rates since the 1950 amendments to the 
Fair Labor Standards Act have rates as low as the 60 cents effective in New 
Hampshire in 1953 and the 50 cents promulgated as late as 1955 in New Mexico. 
It’s clear that the actual protection afforded the workers in the laundry and 
cleaning and dyeing industries by current State orders is meager and a long 
way from providing a minimum standard of health and decency to the majority 
of the workers employed in these industries. 


IV. MORSE-KELLY BILL 


This bill would remove the exemption from large-scale and chain laundry and 
cleaning and dyeing establishments, that is, firms having five or more establish- 
ments and/or an annual business of at least $500,000. 

Minimum wage protection would be extended thereby to large industrial and 
commercial laundries and cleaning establishments, but the small home laundry 
and the neighborhood dry cleaner would continue to be exempt. 

With this change, coverage would be extended to approximately 160,000 
additional employees, so that with those already covered a total of about 217,000 
would be covered. 
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AFL-CIO Farr Lanor STANDARDS Fact SHEET No. 7 


EXTENSION OF COVERAGE OF THE Farr LABoR STANDARDS ACT TO 
TELEPHONE WORKERS 


I, THE TELEPHONE INDUSTRY 


As of the end of 1955 there were approximately 724,000 workers in the tele- 
phone industry (operating telephone companies only). In addition, there were 
over 120,000 workers in the Western Electric Co.—the manufacturing, distribut- 
ing, and installation company which supplies and services the telephone indus- 
try and is part of the Bell System. 

The telephone industry is basically a public utility service industry combined, 
because of the monopoly nature of the Bell System, with a manufacturing and 
distribution segment which supplies the operating portion of the industry. 

Approximately 630,000 of the 724,000 (87 percent) telephone industry em- 
ployees work for the Bell System, the world’s largest and richest employer. 
The remaining 94,000 are employed by the independent or non-Bell portion of 
the industry. As of the end of 1955 there were 4,700 non-Bell independent 
telephone companies in the United States and 23 operating Bell telephone 
companies. 

The telephone industry, as a whole, represents a gross plant investment of 
close to $18 billion of which Bell owns approximately $16 billion and the inde- 
pendents approximately $2 billion. Within the non-Bell portion of the industry, 
General Telephone Co. is the largest holding company with a total plant invest- 
ment of around $700 million which represents over one-third of independent 
telephony in the United States. 


Il. WAGE DISTRIBUTION IN THE TELEPHONE INDUSTRY 


Approximately 2 out of every 5 telephone workers are switchboard operat- 
ing employees. The following is a breakdown of the workers in the operating 
portion of the telephone industry (as of October 31, 1954) : 





Percent 

a i i mb a escenario eon neering trnibomestiomnampninvieanietneee ae 39. 2 
ee ey Se me a) 1 ac ce 23. 8 
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ER OR EL OS Sc cn ie ee ey ear aea e 4.1 
ANE I cites ets en eclnicc oreiwitniee openiinkee <eaeib 5.8 
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ae a aalntctiet h  e cea sere EE aeeaceheck setasBees stptheeshingomisices pe 
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Note.—Included in each group are the production workers and their related supervisors. 


As of October 1955 there were approximately 200,000 telephone operators in 
the Bell System none of whom, to our knowledge, is being paid less than $1 
an hour minimum wage. However, under the 750-station exemption, the Bell 
System could legally pay less than the $1 minimum in such exchanges and may 
be doing so in nonunion areas. 

In the independent branch of the telephone industry, there are approximately 
38,365 telephone operators of whom, according to industry-supplied information, 
22,400 are exempt from the Fair Labor Standards Act by virtue of being em- 
ployed in towns (exchanges) servicing less than 750 telephones. 

For the telephone industry as a whole (excluding the Western Electric portion) 
gross average hourly earnings, as of October 1956, were $1.86 per hour. The 
craft group, as a whole, representing about 26 percent of the nonsupervisory 
workers, earned $2.32; switchboard operating employees, who make up about 
41 percent of the nonsupervisory workers, had average earnings of $1.86 an hour. 

Average weekly hours in the total industry were 39.6; the craft group averaged 
45.2 hours and the switchboard operating group 38. On a weekly basis, tele- 
phone industry earnings were $73.60; the craft group averaged $100.22 and the 
switchboard operating group $61.18. 
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Ill. HISTORY OF EXEMPTION 


The original Fair Labor Standards Act did not exempt telephone operators. 
A 1939 amendment created an exemption for operators in exchanges with less 
than 500 stations. The report accompanying 8. 1234, dated July 1939, indicated 
that the exemption was designed to exempt small companies and not small 
exchanges which are part of large companies. In 1949 the 500-station exemption 
was increased to 750 stations, over union protests, on the theory that what was 
a 500-station town in 1939 became a 750-station town in 1949 because of popula- 
tion and economic growth. 


IV. IMPACT OF INCREASING THE MINIMUM WAGE 


Since most of the 22,400 telephone operators presently exempt from the FLSA 
work for nonunion employers, we have no way of knowing what their wage rates 
are, their hours of work, etc. and therefore we cannot estimate the total cost of 
eliminating the exemption. Obviously, however, since such a small number is 
involved, the cost cannot be very great. Moreover, since practically every tele- 
phone company is regulated under State law and can change whatever rates are 
necessary to insure a “fair return” (generally between 5 and 6 percent of net 
plant investment), changing the law could not seriously affect profits. 


V. NEGOTIATED RATE ABOVE $1 MINIMUM IN SMALL COMPANIES 


At this time, there are very few independent companies, either union or non- 
union, which are not insisting upon taking advantage of the 750-station exemption. 
However, there are some independent companies which, even now, are not taking 
advantage of the 750-station exemption. For example, the Lincoln Telephone 
& Telegraph Co. which operates in Weeping Water, Nebr., a town which, accord- 
ing to our information, has around 600 stations, pays a negotiated wage rate of 
$40 at the start, with automatic progression up to $51 a week at the end of 6 
years. Similarly, the New Jersey Telephone Co., not to be confused with Bell of 
New Jersey, operates in at least 3 towns which have less than 750 stations each. 
In those towns, namely, Bloomsbury, California, and Oldwick, the union has been 
able to negotiate starting rates for telephone operators of $41 a week with auto- 
matic wage increases leading up to a maximum rate of $51.50 at the end of 6% 
years. 


VI. INADEQUACY OF STATE LAWS 


Most States don’t have minimum wage orders for telephone operators. Tele- 
phone operators who are exempt from the Fair Labor Standards Act are un- 
protected by any minimum wage legislation in most States. Ironically, only 
the telephone operator is exempt from the FLSA. A clerk, a telephone crafts- 
man, or anyone else who works alongside or in the same area as the exempt 
telephone operator is protected by the Fair Labor Standards Act. 


VII. MORSE-KELLEY BILL 


This bill would remove the exemption for the approximately 22,000 telephone 
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operators employed in exchanges servicing less than 750 telephones. 


AFL-CIO Farr LAsor STANDARDS Fact SHEET No. & 


BXTENSION OF COVERAGE OF THE Farr LABor STANDARDS ACT TO AGRICULTURAL 
PROCESSING AND CANNING WORKERS 


I. THE AGRICULTURAL PROCESSING AND CANNING INDUSTRY 


The canning industry alone does over $31 billion worth of business annually 
according to the 1954 census of manufacturers of the United States Department 
of Commerce. There are approximately 3,275 establishments in the canning in- 
dustry (including fish processing). About half of these employ 20 or more work- 
ers. These establishments include giant multiplant and interstate corporations 
such as General Foods, Libby. McNeill & Libby, Heinz, and Campbell. The 
profits of 9 of these leading canneries amounted to over $100 million last year. 
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II. WAGE DISTRIBUTION IN THE AGRICULTURAL PROCESSING AND CANNING INDUSTRY 


Average hourly earnings of canning and preserving workers in 1956 were $1.57 
as compared with an average of $1.98 in all manufacturing. 

According to the Labor Department, approximately 230,000 workers engaged 
in handling and processing of farm commodities are completely exempt from all 
of the act’s protections (minimum wage, maximum hours, and overtime) because 
they are employed “in the area of (farm) production.” The Department esti- 
mates that about one-sixth of these workers receive less than 75 cents an hour. 


III. OVERTIME EXEMPTIONS IN THE AGRICULTURAL PROCESSING AND CANNING 
INDUSTRY 


In addition to the 230.000 farm processing workers completely exempt from 
the law, about 660,000 additional workers are exempt from the overtime provi- 
sions of the act for all or part of the year. 

These exemptions are perhaps the most complicated in the entire act, both in 
a of determining the application of the exemptions and the administration 
of them. 

It is argued that the overtime exemption is necessary to permit expeditious 
handling of farm products in these highly seasonal industries. 

However, other perishable goods industries, such as meatpacking, must pay 
overtime at a rate of time and one-half to meet emergencies or adjust to the 
peak of seasonai demand. 

The meatpacking industry, for example, averaged 45.4 hours per week in the 
months of November and December 1955 and 44.9 in January of 1956. Key plants 
operated on schedules ranging from 50 hours per week for substantial periods 
during this time. Premium pay for workers is accepted in this section of the 
food industry as a justified compensation for the physical and nervous strain of 
abnormally long hours of work. 

In the peak months of seasonal production in 1956, average hours worked 
per week in canning and preserving were as follows: July, 39.7; August, 42; 
September, 42.9; October, 41. 

For the full year, the Department of Labor reports show an average work- 
week of only 39.2 hours. These averages are comparable to the peak season 
average in the meatpacking industry. Thus it is clear that the burden of over- 
time is one which is not substantial except for a very few weeks during the 

ear. 
It is true, that in industries handling perishable crops like peas, beans, and 
tomatoes, an extended weekly work schedule during the peak of the season is 
necessary. But in other industries, the full load of meeting such a necessity is 
not exacted as a sacrifice from workers alone. Only in these sections of the 
food industry do workers alone suffer all the penalties arising from the need 
for a heavy schedule of operations. 


IV. PRODUCTIVITY IN AGRICULTURAL PROCESSING AND CANNING 


Rising productivity in the canning and preserving industry would rapidly 
absorb any impact of overtime on current unit costs of production. As calcu- 
lated from the Bureau of Labor Statistics’ man-hour data and the Federal 
Reserve Board’s index of production in canning and preserving, output per 
man-hour has risen as follows in recent years (1947-49=—100): 1954, 119.1; 
1955, 122.4; 1956, 128.8. 

This suggests an increase in output per man-hour of more than 9 percent in 
a 2-year period. Such an increase would, by itself, more than offset the cost 
of meeting overtime costs that are now an accepted standard in the rest of 
American industry. 

That such gains will continue in the future is attested by the trend toward 
automation in the food-processing industry. 


VY. UNION AGREEMENTS IN THE AGRICULTURAL PROCESSING AND CANNING INDUSTRY 


Many employers of the canning and preserving industry have recognized the 
basic inequity of the overtime exemptions. They have either eliminated such 
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provisions entirely or substantially limited the application of the exemptions. 
A partial list of such companies includes: 


Campbell Soups. Kraft Foods (Hillside, N. J., plant) 
Maxwell House EK. J. Heinz 
Hi-Hat G. 8S. Suppiger Co. 
Stokely-Van Camp Ready Foods Canning Corp. 
Woodward Foods, Inc. Orleans Canning Co. 
American Home Foods, Inc. 
Standard Brands, Inc. (Hoboken, N. J., 
plant) 


VI. MORSE-KELLEY BILL 


In order to extend full protection of the law to workers in food processing, 
this bill repeals all present exemptions applying to them. This would assure 
a minimum wage to 233,000 workers and extend overtime provisions of the act 
to the 660,000 workers now completely or partially exempt from the 40-hour 
standard. 


AFL-CIO Farr Lasor STANDARDS Fact SHEET No. 9 
ANALYSIS OF PROPOSALS BY SECRETARY OF LABOR JAMES P. MITCHELL 
PROPOSALS 


In his testimony on minimum wage coverage, Secretary Mitchell has recom- 
mended two amendments to the act: 

1. Extension of basic coverage to employees of firms “doing business in inter- 
state commerce to a substantial extent.” These are defined as firms in which: 
(a) the total annual volume of merchandise, materials, or supplies received 
from another State is $1 million or more; and (0b) there are 100 or more 
employees. 

The Morse-Kelley bill (S. 1267 and H. R. 4575) calls for coverage for firms 
with sales of $500,000 or more. The value of the retailer’s purchases of $1 
million can be translated into about $1.6 to $1.7 million in retail sales based 
upon the average markup of about 67 percent from wholesale. Another way of 
putting it is that the wholesale price is about 40 percent below the retail price. 
Thus, a shirt with a wholesale price of $3 sells for about $5 at retail. 

In effect, therefore, Mitchell’s proposals establish 3 rigid tests for coverage 
and, employees of any firm which does not meet all 3 tests would be denied the 
act’s protection. 

(a) The firm must have total receipts with a wholesale value of at least 
$1 million ; 

(b) The firm must have receipts from another State valued at wholesale 
at a minimum of $1 million. Regardless of the volume of its purchases or 
of its sales, it will be exempt unless its out-of-State purchases meet this 
test; and 

(c) The firm must have at least 100 employees. 

2. Exclusion from certain minimum wage exemptions, but not maximum 
hours and overtime exemptions, now in the act of employers of 100 or more 
workers who would also meet the above test of basic coverage. 

Mitchell estimated that his proposals would extend minimum wage coverage 
to about 21% million additional workers employed by some 3,000 firms, mostly 
in retailing, but also in construction, transportation, and communications. 
(See table, p. 2.) 

Most noteworthy was the fact that Mitchell’s recommendation, except ap- 
parently for construction, applies only to extending minimum wage coverage 
and “would not change existing exemptions from the overtime provision of the 
act.” 

Mitchell’s proposals are inadequate in these respects: 

1. They extend coverage to only a fraction of the workers who could and 
should be covered. By making annual purchases directly from outside the 
State of at least $1 million in value the test of substantial engagement in inter- 
state commerce. 
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Mitchell’s proposals for changes in the basic coverage of the Fair Labor Stand- 
ards Act appear to be based upon 1 of 3 alternative tests used by the National 
Labor Relations Board in determining coverage of retail establishments under 
the National Labor Relations Act. They apparently reject the other two alter- 
native tests used by the Board based on indirect purchases from outside the 
State of $2 million in value and annual sales directly out of the State of 
$100,000. It is also worth noting that as to intrastate chains of retail stores 
and service establishments, the Board continues “the practice of totaling direct 
inflow, indirect inflow or direct outflow of all stores in the chain to determine 
whether any one of these standards is met. If the totals satisfy any one of 
these standards we will assert jurisdiction over the entire chain or Over any 
store or group of stores in it as in the past.” (19th Annual Report of the 
National Labor Relations Board for the fiscal year ended June 30, 1954, p. 4.) 

The commerce clause of the Constitution (art. 1, sec. 8) does not speak in 
terms of “substantial engagement” in interstate commerce. It gives Congress 
the power to “regulate commerce with foreign nations, and among the several 
States.” The power of Congress over interstate commerce is not limited to 
situations where there is a lot of interstate commerce but may be exercised 
where there is any interstate commerce. The courts have held, furthermore, 
that this power may also be exercised over intrastate commerce wherever it is 
necessary and appropriate to do so in order to enable Congress effectively to 
control or regulate interstate commerce. 

The net effect of Mitchell’s proposals would be to extend coverage to only 
about one-fourth as many workers as the Morse-Kelley bill. The following 


table shows a breakdown by industry of new workers covered under the two 
proposals. 


Morse- Mitchell 
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1 Figures slightly revised from previous estimates. 


2. They fail to extend maximum hours and overtime protection to the addition- 
al workers who would be covered. There is no justification for discriminating 
against workers to whom minimum wage coverage would be extended by denying 
them the maximum hours and overtime protection of the law. 

The 40-hour week has been the national policy with respect to the length of the 
workweek since the Fair Labor Standards Act was enacted in 1939. In fact, we 
have urged that serious consideration be given to reduction of the workweek un- 
der the law. To discourage employers from requiring their employees to work 
long hours without adequate compensation, the law provides for premium pay at 
time and one-half the regular rate for hours in excess of 40 in any workweek. It 
is because workers in presently uncovered industries do not have the maximum 
hours and overtime protection of the law that so many of them are forced to work 
such long hours at straight-time rates. It would be a cruel injustice now to ex- 
tend to these workers protection of the minimum wage while continuing to exempt 
them from the law’s other basic protection, the protection against long hours. 

For 18 years the Fair Labor Standards Act has been known as the Federal wage 
and hour law. It would be most unfortunate if at this late date, the Federal wage 
and hour law should be transformed into a Federal minimum wage law for some 2 
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million or more workers whose conditions of employment are no different from 
those of millions of others who are covered by the maximum hours provisions of 
the act. 

8. The Secretary’s proposals would establish for the first time minimum em- 
ployment of 100 as a criterion of basic coverage under the FLSA. There is noth- 
ing to justify number of employees as an appropriate test of coverage. On the 
contrary, the number of employees of a firm in no way measures the effect of that 
firm’s business on interstate commerce. It may have a considerable number of 
employees and yet its business may not appreciably affect interstate commerce, or 
it may have few employees and yet its business may be of such a character as to 
have a considerable effect on interstate commerce. 

Under Federal statutes, such as the Social Security Act, the largest number of 
employees used in the early days of the act for this purpose was 8. Any test based 
upon the number of employees cannot help but operate unfairly as between dif- 
ferent enterprises and as between the employes employed in such enterprises. 


AFL-CIO Farr Laspor STanparps Fact SHEET No. 10 
INVESTIGATION OF WAGES AND LIvING CONDITIONS OF UNCOVERED WORKERS 


There are millions of workers in this country who somehow support families 
on wages of less than $1 an hour because they are forced to work in jobs that are 
not covered by the Fair Labor Standards Act. 

To find out how they manage to live on substandard wages, the AFL-CIO sent 
research teams into three typical communities in different sections of the country. 
Investigators went into Asheville, N. C.; Springfield, Mo., and Pottsville, Pa. They 
were not trying to amass cold statistical tabulations. Rather, they were trying to 
find out the impact in basic human terms on families whose breadwinner works in 
a noncovered industry at wages under $1 an hour. They interviewed hotel work- 
ers, waitresses, retail clerks, laundry workers, and other employees in service and 
trade occupations. 

Some of the workers interviewed were afraid that they might lose their jobs if 
they permitted their names to be used, but when assured of the protection of an- 
onymity they were eager to tell the interviewers about their work and their 
lives. 

Here are some of the wages being paid to retail and service workers in Asheville, 
N. C.: sales clerks in department stores, 38 cents to 73 cents per hour for work- 
weeks of 41-47% hours or more; chain drug store clerks, 39 cents per hour for a 
58-hour week; dime store clerks, 50 cents an hour; grocery store clerks, 58 cents 
per hour for a 60-hour week; hotel elevator operators, 37144 cents per hour for a 
48-hour week ; waitresses, 30 cents per hour plus tips which amount to not over 
$15 per week. 

Although Asheville, N. C., and Springfield, Mo., are separated by half a conti- 
nent, the level of wages for employees in retail and service firms are much the 
same in the two cities. The following are typical wages in Springfield: dime store 
clerks, 50 cents an hour; supermarket checkers, 72 cents an hour for a 52-hour 
week ; laundry workers, 71 cents an hour ; hotel dishwashers, 48 cents an hour for 
a 7-day workweek of 56 hours. 

In Pottsville, where there is a high degree of union organization among manu- 
facturing industries, wages in the service and retail trades run a little higher. 
But even in Pottsville, department store clerks’ hourly wages range from 66 to 90 
cents; dime stores from 65 to 70 cents; and supermarket checkers from 85 to 90 
cents. (It should be noted that even these low wages are higher than the level 
prevailing a year ago when the pressure of a union organization drive, even 
though largely unsuccessful, forced employers to raise retail wages 5 to 10 cents.) 
Substandard wages are also prevalent in the service trades. Hotel cleaning 
women earn about 66 cents an hour. Laundry workers make from 75 to 90 cents. 

The claim has often been made that even if retail and service workers have 
to work for such wages, most of them have only themselves to support and can 
somehow get by. Department of Labor budget studies have shown that even a 
single person with no dependents needs more than $1 an hour to provide even a 
minimum standard of living. The sad truth is, however, that millions of low- 
paid workers in retail and service and other uncovered occupations have some- 
how to stretch their meager incomes to provide for children, parents and other 
relatives who are dependent on them. AFL-CIO investigators found that 
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it was the rule rather than the exception that workers employed at substandard 
wages were supporting dependents as well as themselves. As a matter of fact, 
a number of the workers interviewed reported that they had sought the low- 
paid jobs in desperation in order to provide for disabled husbands and sons 
no longer able to obtain steady employment. Others were supporting children 
or in some cases even grandchildren. 

The investigators interviewed Mrs. Smith in Ashville (Smith is a fictitious 
name. The real name is not disclosed to protect her from loss of her job.) 
Mrs. Smith is a laundry worker earning $27.50 for a 52%4-hour week. This 
amounts to 52 cents per hour. 

She and her 2 children live in a 5-room frame bungalow for which the rent is 
$40 per month. The only heat comes from a wood-burning stove which is not 
enough to heat the whole house in cold weather. Her furniture in the house 
which Mrs. Smith keeps spotiessly clean consists of the wood stove, an old 
torn-up cabinet and old-fashioned beds badly in need of decent mattresses. 

The Smiths are rarely able to have meat for their evening meal. Once in a 
while they get a frying chicken for Sunday dinner. Mrs. Smith buys one 
quart of milk every other day for her underweight son. She buys no clothes 
for herself and only enough clothes for her children so that they have some- 
thing to wear to school. Both she and her children need medical and dental 
care but simply cannot pay for it. 

Asked what would be her most immediate expenditure if her wages were 
raised to $1 an hour, Mrs. Smith said: “First thing, I’d buy more substantial 
food for my children. Next I’d have my eyes tested and my glasses fixed. 
I'd have my daughter’s teeth fixed. I’d pay on my debts and then I would 
buy the mattresses we need and a few clothes.” 

In Springfield AFL-CIO investigators saw Mrs. Cora Martin who gets $447 
a day in take-home pay at the Colonial Hotel where she works as a maid. The 
Martins are parents of 11 children, 3 of whom are still at home. Mrs. Martin 
is the main breadwinner for her family in which her husband and their 19- 
year-old daughter also work. The daughter is an elevator operator at the same 
hotel. Mr. Martin’s income amounts to only about $10 a week which he earns 
in odd jobs such as trash hauling. He lost an eye 2 years ago when over his 
protest his employer ordered him to wreck a refrigeration unit which exploded 
hurling acid into his face. 

The Martin’s meals are extremely meager. The evening meal is frequently 
just a big pot of soup. At the time of the interview, it had been a month since 
the Martins had even had a hamburger dinner. The few vegetables in their 
diet are grown in their own garden. 

A large part of the Martin’s income goes for payments on their five-room 
house which they purchased 8 years ago when they moved to Springfield. They 
heat by a wood stove because gas costs too much. Any clothing which Mrs. 
Martin buys goes for the children. She has to stretch her income to meet 
heavy medical and dental bills as well as the cost of operating a second-hand 
car needed to get her and her daughter to work from their home some distance 
from Springfield. 

Mrs. Martin told the interviewers that if her wages were raised to $1 an 
hour she would pay off her bills as quickly as possible, buy better food and 
clothes for her children, and get their teeth fixed. 

The plight of the Thomas family in Pottsville, Pa., points up the need for 
adequate minimum wages in the retail trades in economically depressed com- 
munities. (Thomas is a fictitious name. The real name is withheld to protect 
them from loss of job.) 

In Pottsville, unemployment among men was about 16 percent in 1956. Women 
have an easier time finding work. Women’s unemployment rate was less than 
5 percent. 

When Jim Thomas was laid off from his job, his wife, Ann, was forced to go 
to work in a department store at an hourly wage of 66 cents to support their 
3 children. 

Jim earns $1.46 when employed as a paint mixer in a factory in Reading, Pa. 
But he has been unemployed for 13 months. In 1956 he earned a total of $900 
in wages and unemployment insurance. 

The family spends $25 a month rent for a six-room house that is over 50 
years old. There’s no central heating; a coal stove heats the downstairs. 
Their only appliances are an old radio and a washing machine which doesn’t 
work. 
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In the 2-year period since Jim has been having trouble getting work, the 
Thomases have incurred debts of over $1,000 from banks and finance companies. 
They should be paying $70 a month on these debts, but can’t meet payments. 

Almost all of Ann’s salary of $26.40 a week has to go for food. Ann doesn’t 
like to cut down on needed foods. She buys about 14 quarts of milk a week 
and about a dozen apples. However, they can rarely afford meat. 

Apart from food, Ann’s most pressing financial problem concerns the future 
of her 17-year-old daughter. Ann’s daughter is a good student. She was ac- 
cepted for nursing school at a nearby hospital. But before she can pass her 
physical exam, her teeth must be fixed. Ann doesn’t know where she will get 
the money to meet the bills for this dental care. This would be her most 
immediate expenditure if her wages were raised to $1 an hour. 

Investigators found that whatever the town or section of the country, the 
needs of workers earning under $1 an hour are almost the same: To pay debts 
incurred in the purchase of necessities; to pay medical or dental bills; to buy 
needed clothing ; to buy a better variety of food. 


AFL-CIO Farr Lasor STANDARDS F'act SHEET No. 11 


IMPACT OF PREVIOUS INCREASES IN THE MINIMUM WAGE 





A recurring argument against minimum wage legislation since its first enact- 
ment has been that industries couldn’t adjust to necessary wage increases, and 
that wage increases resulting from the minimum wage would have a disastrous 
effect on employment and business prosperity. 

The United States Department of Labor and State agencies have made a num- 
ber of surveys after new minimums went into effect to try to determine the effect 
of increases on employment and business. 

While these surveys are not conclusive by themselves, they do provide objective 
data for low-wage industries most substantially affected by the minimum wage, 
such as southern sawmilling, fertilizer, apparel, and furniture. 

The Department of Labor has just issued an interim report on the economic 
effects of the $1 minimum wage effective in March 1956. The report summarizes 
the overall effects of the $1 minimum as follows: 

“Two general conclusions can now be drawn as to the effects that the minimum 
wage did not have. First, the minimum wage increase had not, by December 
1956, resulted in any substantial changes in the economic situation of the Nation 
as a whole, as measured in terms of trends in employment, unemployment, price 
levels, and other economic indicators. Second, it had not resulted in an increase 
in hourly earnings of high paid employees preportionate to the increase in earn- 
ings of workers previously paid less than $1 an hour.” 

Other conclusions of this, as well as previous surveys, explode many of the 
myths about the adverse effect of minimum wage increases. They show: 





I. MINIMUM WAGE INCREASES HAVE NOT RESULTED IN SUBSTANTIAL UNEMPLOYMENT 

















The 1956 report states: ‘The general trend in unemployment remained rela- 
tively low throughout 1956, and information on specific situations in which the 
minimum wage might have resulted in unemployment indicates that nation- 
wide, the extent of loss of jobs because of the minimum wage was small over 
the short-run period, and was not of sufficient magnitude to affect the overall 
level of unemployment.” 

Because there are so many low-wage industries in the Southern States, the 
impact of the minimum wage could be expected to be most strongly felt in this 
region. Employment statistics showed a slightly higher decline in factory em- 
ployment in Southern States after March 1956 than for the rest of the country 
asawhole. However, another reliable economic indicator insured unemployment 
claims showed no significant change in the period after March which can be 
attributed to the higher minimum rate. 

Southern sawmilling is an industry in which minimum wage changes have 
a severe impact. Almost three-fourths (73 percent) of the 137,000 covered 
workers in southern sawmills received wage increases when the $1 minimum 
went into effect. This is an industry which could be expected to have some 
problems adjusting to the minimum. Employment between the fall of 1955 and 
April 1956 did decline about 4 percent, but it is not certain that the minimum 
wage alone was responsible for this decline. The Department of Labor study 
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comments: “Other factors also might have been involved in the decreases in 
employment.” 

The picture is much the same in other low-wage southern industries. Although 
some segments of these industries experienced a decline in employment, there 
were no abrupt or continuing layoffs that could be attributed to the minimum 
wage increases alone. 

As another indication of economic adjustment, the Wage and Hour Division 
of the Department of Labor, following the increase in the minimum wage in 1950 
and again in 1956, instituted a system of followups on individual plant reports 
of plant failures or layoffs to determine to what extent, if any, the minimum 
wage increase was responsible. The 1956 Interim Report states: “The most 
significant result of this study was the small number of reports received. While 
this is not a measure of impact, it helps to put into proper perspective isolated 
reports that might otherwise lead to unwarranted generalizations. Only about 
500 newspaper accounts. letters and oral statements alleging adverse effects 
were noted, and in only about 150 cases did there seem to be some reason for 
believing that the minimum wage had adversely affected employment—employers 
cited unfavorable seasonal or cyclical factors and improvements in plant effi- 
ciency in reduction of employment * * * in almost all of the cases were em- 
ployers evaluated the work performance of discharged workers, iaid-off workers 
were said to be unsatisfactory.” 

The 1950 report on plant-failure reports concluded that only in rare instances 
was the minimum wage a contributory factor in the decision of a plant to close 
down. (Reports of plant failures in 1956 are not presented in the interim 
report.) 

Bvidence from earlier studies of minimum wage impact made in 1933 and 
1938, only strengthens the conclusion that where general business conditions 
are fairly stable, local influences such as weather, product-demand shifts, and 
changes in operations have a far greater effect on employment and plant failures 
than any increase in the Federal minimum wage. 


II, EFFECT ON PRICES 


The interim report on the 1956 $1 minimum found that prices for products in 
some low wage industries were increased but in others they were not. There 
was no consistent overall price increase as a result of the $1 minimum. 

It is probable that some businesses not affected by the minimum wage used the 
increase as an excuse for price increases. For example, about 100 of the saw- 
mill firms interviewed by the Bureau of Labor Statistics in 1956 indicated they 
had raised prices or intended doing so. A number of these were located in 
Alabama, Georgia and Mississippi where the impact of the $1 minimum was 
very great. But one-third of the employers in Virginia—a relatively high wage 
area not substantially affected by the $1 minimum—also reported that they had 
increased prices or were planning to do so. 

The Department of Labor reported in 1950 that the short-term effect of the 
75-cent minimum wage increase on retail prices was negligible. The increase 
in the minimum wage caused an increase in wholesale prices in only 2 of the 5 
low-wage industries studied—southern sawmills and furniture. These increases 
were small and not clearly attributable to the higher minimum wage. (Unfor- 
tunately, the effects of any long-term effect on prices were obscured by the 
Korean war.) 

Earlier studies confirm this conclusion. For example, the 1939-41 wage order 
in the seamless hosiery industry showed no general price increase the year 
following the 3214-cent minimum. Wholesale prices did increase moderately, 
but it appears that the price of yarn was a more significant factor in this shift 
than was the minimum wage. 





III, INDIRECT EFFECTS OF INCREASES IN 





THE MINIMUM WAGE 


Department of Labor studies have indicated that the immediate effect of an 
increase in the minimum wage is to compress the whole wage structure rather 
than to fan out the increase over the entire plant wage increase. 

Before the $1 minimum went into effect, it was estimated that the degree 
of impact on earnings of workers getting less than $1 an hour in southern 
sawmills would be about 15 percent according to the Bureau of Labor Statistics’ 
computation. Since the actual increase between October-December 1955 and 
April 1956 came to 18 percent, only about 3 percent of the adjustment appears 
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to have been among workers earning above $1 an hour. Undoubtedly, part 
of this 3 percent represents normal pay raises which would have been made 
even if the statutory minimum had not been increased. 

The 1950 Department of Labor report on southern sawmills found it required 
a 13-percent increase in wages to bring employees up to the 75-cent minimum. 
The overall adjustment in the wage bill was 16 percent. Thus only 2 percent 
represented adjustments above the legal minimum. 

There is considerable variation from industry to industry (and similarly 
from area to area) in the cost of indirect adjustments. Again it appears that 
an increased minimum wage is only one of a number of factors determining the 
amount of wage increases above the minimum. 

Evidence points to the fact that indirect effects, for example, are likely to 
be greater in piece-rate industries where adjustments must be made to main- 
tain the incentive system. For example, the men’s dress-shirt and nightwear 
industry the cost of indirect adjustments in 1950 were about 60 percent of 
the cost of direct increases. 

Based on this type of evidence, it seems reasonable to assume that the 
indirect costs of raising minimums in retail and service industries where pay 
is based on time rates would be less than in manufacturing where incentive 
systems are more generally in effect. 


SUMMARY 


The objective data collected over the past 20 years since the Federal mini- 
mum wage was first enacted, clearly shows that the economic disaster predicted 
by the critics of protective legislation has not occurred. 

The rise in the minimum wage from 25 cents in 1940 to $1 an hour has not 
resulted in large-scale unemployment, displacement of handicapped, aged or 
marginal workers, inflationary pressures, bankruptcy, or the destruction of 
industry and areas. 


AFL-CIO Farr Lasor STANDARDS Fact SHEET No. 12 
EARNINGS REQUIRED FOR MINIMUM LIVING STANDARD 


The basic goal of the Fair Labor Standards Act is to eliminate “conditions 
detrimental to the maintenance of the minimum standard of living necessary 
for health, efficiency, and general well-being of workers.” 

It is appropriate therefore to ask what level of earnings is necessary to main- 
tain the minimum standard of living the act seeks to foster. For this purpose, 
we have two guides. 

The first is the City Workers’ Family Budget of the Department of Labor. 
This budget is the minimum necessary to provide a “modest but adequate” 
standard of living. 

Unfortunately, the Department of Labor has not recomputed this budget 
since 1951. In fact, even the 1951 survey was based largely on pre-World War IT 
patterns of living and therefore does not take account of many items which 
should be included in a “modest but adequate” budget today, but which may 
not have been considered a necessary item 20 years ago. Despite these limita- 
tions, the AFL-CIO research department has attempted to bring the 1951 budget 
up to date in order to estimate the minimum needed to provide a “modest but 
adequate” standard of living for a worker and his family today. These figures 
for February 1956 are shown in table I. 

Based on these computations, minimum earnings of $4,400 would be needed 
in January 1957 to provide the items included in the Labor Department budget. 
Assuming steady employment all year and a 40-hour workweek, this annual 
budget would require wages of about $85 a week or $2.12 an hour. 

This budget requires more than twice the present statutory minimum wage 
of $1 an hour. Yet, it is by no means irrelevant to consider the City Workers’ 
Family Budget because it actually provides a very modest level of living. 

For example, although it is intended to cover a family of 4, including 2 chil- 
dren, it provides for less than 2 quarts of milk a day. Clothing purchases per- 
mitted under this budget are quite limited. The husband can buy 1 heavy wool 
suit every 2 years and a light wool suit every 3 years. It permits three phone 
calls a week on a pay phone outside the house and allows no leeway whatsoever 
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for savings. Thus, it can be seen that this budget falls far short of providing 
even a comfortable standard of living. 

If a $2 an hour income can provide only such a modest standard of living, it 
does not take much imagination to realize how very little can be afforded when 
a family must eke out an existence on the $1 an hour assured as a minimum 
to covered workers under the act. As a matter of fact, $1 an hour is even less 
than enough to provide for the minimum needs of a single woman worker with 
no dependents. Based on recent studies in 13 different States, it is estimated that 
in January 1957 a median annual income of over $2,400 would be necessary for 
a minimum adequate budget for a single woman. This would require an hourly 
rate of $1.20 based on 2,000 hours worked per year of $1.33 based on 1,800 hours 
per year. (See table II for State breakdowns. ) 

Thus, the best estimates of minimum needs leave no question that the present 
minimum wage of $1 an hour cannot begin to afford even a single worker without 
dependents a minimum standard of living. 

Yet there are millions of workers in this country who somehow support fam- 
ilies on wages of less than $1 an hour because they are forced to work in jobs 
that are not covered by the Fair Labor Standards Act. 

Enactment of the Morse-Kelley bill would bring 914 million workers in retail 
service and other low-wage industries closer to the level necessary to maintain 
a decent standard of living. 


TABLE I.—Minimum income needed for modest but adequate standard of living * 


| 
October 1951 2 February 1956 4 











Rett chiar sg tee ca he ele ok 
| 
Annual | Weekly i Annual Weekly 
le sie ac tt, insane deneniit iinet tae enti coe anche tietneciaeddk 

| 
er RIOR Sati Secs cassette sid $4, 162 $80 | $4, 311 $23 
Atlanta. _____. senate tebe Staaieearieoeds << 4,315 | 83 | 4,405 (85 
a at cae 4, 217 | 81 4, 453 | 486 
a na paieiciadice snesiaiainiahaciod hacen 4, 252 | 82 | (5) a 

To asda tic cossicx oats gin melee tate 2 4,217 | 81 4, 380 | 524 

a incérds cvuy bone deat inl. Gs ele scx 4, 127 | 79 < ‘ . 
Chicago...-.....-..-- nt tec aceausetascn 4, 185 80 | 4, 402 85 
heise Ei dian ee 4, 208 81 | 4, 371 484 
ee. ona cna pubemetue 4, 103 7 4, 253 82 
AA ta te SR nh oan be cdenbwpewnnns 4, 199 Deana asin wiewean baa Gee 
RONG ebb wk oll alee kak pinecone eet 4, 195 | 81 4, 375 34 
a hn ene 4, 304 83 4, 407 85 
Indianapolis. - - - 4,044 78 
Jacksonville _- ‘ Jcoceteee 4, 202 81 | Rute sie 
Kansas City. .--___-- pete tds biocek A tabs 3, 960 m3 4, 123 679 
Los Angeles____--__-- ei id eed 4,311 | 83 4, 480 | 86 
Manchester. -__---._--.--- | 4,090 | 7$ 
a ee neal 4,190 | 81 | 
DER Ac acdbs stile te ; jowhegaes’ 4, 387 eee 
ES ae : a 4, 161 | 80 | 4, 416 | $85 
Mobile REcoebauket ree 3, 969 | 76 
New Omeans............... ; 7 3, 812 73 | | 
ee as boas bi shbben 4, 083 79 | 4, 176 | 80 
Norfolk. - sell stathcitbivgteteanst 4, 146 80 | 
diel alae - 4, 078 78 4, 205 | 81 
LU eee ae | 4, 203 | 81 | 4, 279 | 3 82 
Portland, Maine._........._._-- 4,021 | 77 J | . 
Portland, Oreg.-.-..-...---- | 4, 153 80 4, 313 | 883 
Richmond - - -- smane eaten 4, 338 | 83 
Ot. Lowis........... wldddenied | 4,112 79 4, 322 | 483 
San Francisco -_--.-.-- ven J Splisnees acudl 4, 263 82 | 4, 532 | 4 87 
Savannah ___--- ; 4, 067 | Oo a 
Scranton 4, 002 | 77 4,010 | 77 
Seattle. _- ps oe 4, 280 | 82 | 4, 402 | 85 
Washington, D.C... --.------..- paeasseeese 4, 454 | 86 | 4, 522 87 


' 


1 For city worker with wife and two children. 
ae worker’s family budget, calculated by the Bureau of Labor Statistics of the U. 8. Department of 

abor 

§ October 1951 figures adjusted for rise in consumer prices as shown by Bureau of Labor Statistics’ con - 
sumer price index for each city. 

4 December 1955. 

5 Estimate cannot be made, because there is no consumer price index for this city. 

6 January 1956. 


Note.—Since February 1956 the Bureau of Labor Statistics’ consumer price index has increased by 3 
percent. 
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TABLE II.—Current annual earnings necessary to support a single woman without 


CO on 


California -- 
Colorado. 
Connecticut. : 
District of Columbia_- 


ON cna sccncmnedcsncadscane ood 


Maine __..-- 
Massachusetts _ 
New Jersey ---_- 
New York City 2, 
Pennsylvania 


dependents 


Date surveyed 


February 1954... ._-- 
October 1950__..---- 
January 1949 

March 1949 

May 1953 _- 
February 1949 
December 1950__--_- 
February 1954 
October 1954- 
September 1954 
November 1949_____- 


Budget 


20' 
2, 236 
1, 967 
2, 933 
2, 488 
2, 121 


| 
Changes in 
cost of living |} Annual cost, 


until Janu- 


ary 1957 | 


— 


| January 1957 


$2, 377 


ish ace 
PRA KNW SAwRawp 


ARAWOnwwmawaoreaw 


Utah. Tee sci dcbad beac ned oh ee. sis. 2, 230 
re ae 2, 664 | 


WwW ashington -- May 1952. _- 


1 Median. 
2 New York City budget is lower than the New York State budget. 


AFL-CIO Farr Laspor STANDARDS Fact SHEET NO, 13 
FARMING 
I. FARMING AS AN INDUSTRY 


In 1954 there were over 414 million so-called farms in the United States. Over 
half of these were residential farms, part-time farms, and other smaller farms 
that are in no position to employ labor at any wage. 

Competing with these family-type farms are 134,000 large farms. These 
large farms produce more than one-fourth of the total farm products harvested 
in the United States. In some specialized crops such farms account for nearly 
100 percent of the production. Moreover, the Agricultural Census of 1950 
revealed that within this group of large farms there were over 70,000 “giant” 
farms that together held nearly one-third of all the productive land in the 
United States. These farms had more than 5,000 acres of land each. 


II. IMPACT ON INTERSTATE COMMERCE 


During the past two decades there has been a technological revolution in 
farming. Farming is no longer a way of life—it is big business. Agriculture is 
America’s largest single industry. The total value of machinery used in agri- 
culture exceeds that invested by the steel industry by $10 billion. It is 5 times 
that invested in the automobile industry, and 7 times that of nonferrous mining. 

Large-scale farms are rapidly dominating American agriculture. Not only 
do these farms ship goods across State lines, but many have multistate holdings. 
The DiGiorgio Fruit Corp. is a striking example of this type of multistate cor- 
poration. 

The DiGiorgio “farm” is incorporated in Delaware, with its main offices in 
San Francisco and New York. It owns the controlling interest in the New 
York Fruit Auction and stock in nearly all of the fruit markets in the principal 
cities in the United States. DiGiorgio has large packing plants, the world’s 
largest winery, and several farms containing 31,000 acres of land in California. 
The corporation also owns 4,000 acres of land in Florida. 

It is estimated that DiGiorgio employs over 2,000 workers full time and an 
unknown number of seasonal workers during the fruit harvest. Yet this cor- 
poration’s employees are exempt from minimum wage-and-hour regulation on the 
grounds DiGiorgio is a “farmer.” 


III, EARNINGS OF FARM LABORERS 


There are now nearly 2 million hired farm workers employed 25 days or more 
a year. Over a million of these workers earned more than half of their annual 
income from farm work in 1949. Three-quarters of a million reported they 
worked for the same employer 6 months or longer that year. There were also 
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almost 40,000 workers employed on the largest factory-type farms on a permanent 
year-round basis. 

In addition to the million or more workers who make up the basic labor force 
in American agriculture, there are about 900,000 seasonal workers employed 
25 or more days a year in farm work. The larger part of this seasonal or 
migratory labor force is made up of foreign workers imported under contract. 
In 1956 there were 445,197 Mexican nationals imported for farm work and 
29,962 already here whose contracts were extended. There were also several 
thousand West Indians employed on United States farms. 

According to figures of the United States Department of Agriculture, the annua]! 
average wage rate for farm work “without board or room” amounted to 86 
cents per hour in 1956. 


Fact SHEET No. 13 


Workers on the large factory-type farms are hired and paid in the same 
manner as factory employees and may be discharged or laid off whenever the 
employer desires. Most of them are engaged in repetitive operations, similar 
to those performed on factory assembly lines. 

These workers are not only denied the protection of the Fair Labor Standards 
Act, they have no unemployment insurance, and are exempt from coverage under 
the Labor Relations Act. They have no bargaining power to seek increases 
themselves as can be seen from the fact that most of these firms, large and 
prosperous as they are, pay pitifully low wages to the employees. 

For example, the DiGiorgio Fruit Corp., referred to above, pays farmworkers 
wages as low as 87 cents an hour. The Southcoast Sugar Corp., of New Orleans, 
farms some 31,000 acres in Louisiana and employs 434 farmworkers on a regular 
basis. It pays as little as 50 cents an hour for fieldwork. On the other hand, 
the basic wage rate on Seabrook Farms in Bridgeton, N. J., for 1,200 farmworkers 
under union contract is $1.09%4 an hour. DiGiorgio and Southcoast Sugar are 
in as good a position as Seabrook to pay a living wage. 

The United States Department of Agriculture publishes a monthly Farm Labor 
Report based on going rates given by 20,000 farm reporters throughout the 
country. The report gives overall averages of wage rates on a State-by-State 
basis. The report shows average rates in 28 States of $1 or more per hour as 
of October 1, 1956. The highest rate reported was $1.25 in Connecticut. The 
State of Washington has an average of $1.23 per hour; California and Oregon 
rates averaged $1.14 per hour for farmwork. In 5 States the average farm wage 
rate was in excess of 90 cents per hour. The lowest rates reported were 48 
cents in South Carolina ; 54 cents in Mississippi; 57 cents in Tennessee; and 59 
cents in Alabama. 

Since all these figures are averages, it can readily be seen that large numbers 
of farmworkers, even in north and northwest high-wage States, are earning less 
than $1 an hour. Yet the fact that some farmworkers do receive $1 and more 
indicate that extension of minimum wage protection to workers on large farms 
is both practicable and equitable. 


IV. EUROPEAN FARMWORKERS HAVE LABOR STANDARDS PROTECTION 


Few Americans realize that we lag way behind most Western European coun- 
tries in providing protective labor legislation for agricultural workers. Farms 
in Europe are smaller than in America. There is less mechanization and more 
manpower required for production. Yet farmworkers in Western Europe, to a far 
greater extent than in the United States, are covered by minimum wage and 
maximum hours laws. The United Kingdom, France, West Germany, Belgium, 
the Netherlands, and Italy all have protective legislation covering farm as well 
as industrial workers. 

Earnings of farmworkers in the United States have lagged far behind those 
of industrial workers. In Europe, farmworkers’ incomes have more nearly kept 
pace with comparable factory workers’ incomes. 

The following table lists farmworkers’ annual earnings as a percent of com- 
parable industrial workers’ earnings for the United States and eight European 
countries. (Actually the disparity between farm and factory earnings is even 
greater in America because the ratio for the United States was computed on 
hourly rather than annual earnings. In a seasonal industry such as farming, 
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most workers are employed fewer hours per year than the average industrial 
worker.) 


Percent ; Percent 
Dmited: Sta tessis ius del a Bi Oo es. os ts ii 82. 0 
ela i 6 el a ee, a eh) it ate mad bhh 82. 0 
Bwemee@s oo Ul Dee, 01.0 | West Germany. —. 2a. 74.0 
MIN os scncice sicgcosiceseciacnt ete ciaieamanmaen §4. 01 United Kingdom... ......-.11- 72.0 
Finland_____ 2k Kk 83. 0 


Source: International Landworkers Federation, ICFTU 


Vv. MORSE-KELLEY BILL 


In order to give fair laobr standards protection to the 144 million farmworkers 
employed on large farms, this bill would extend coverage to any employee em- 
ployed in agriculture, during any calendar quarter, by a farm enterprise which 
used 400 or more man-days of hired farm labor during each of the preceding 4 
quarters other than labor performed by members of the family of a family- 
operated farm. It is estimated that only farms averaging 6 to 7 fulltime 
employees or more would be covered by this bill. 
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MAxIMUM Hours AND OVERTIME 


The Morse-Kelley bill would amend the basic maximum hours provisions of the 
Fair Labor Standards Act in three respects : 

I. It extends the coverage of maximum hours and overtime provisions to all 
employees who are affected by the extension of the minimum-wage provisions 
(that is workers employed by any employer engaged in any activity affecting 
commerce). 

II. It repeals the exemptions from the maximum hours provisions which are 
applicable under the present act to a large number of workers including princi- 
pally workers engaged in processing of farm commodities in the so-called area of 
production. 

Ill. It also repeal the 14-workweek exemption from the maximum hours 
provisions applicable under the present act to workers in seasonal industries. 


I. EXTENSION OF MAXIMUM HOURS PROVISIONS TO NEWLY COVERED RETAIL WORKERS 


For 18 years the Fair Labor Standards Act has covered both wages and hours 
of affected employees. The Morse-Kelley bill follows the original concept of the 
Fair Labor Standards Act by extending coverage in both wages and hours to 
retail workers, 

The administration has proposed to limit Fair Labor Standards Act coverage 
for newly covered workers to the minimum wage sections of the act only. It 
would be most unfortunate if, at this late date, the Federal wage-and-hour law 
should be transformed into a Federal minimum wage law for some 3 million 
newly covered retail workers whose conditions of employment are no different 
from millions of industrial workers covered by the maximum hours provisions 
of the act. 


I-A. OVERTIME IN THE RETAIL INDUSTRY 


Retail workers urgently need Fair Labor Standards Act maximum hours pro- 
tection. Most of them have arduous jobs. Almost every retail worker must 
stand on his feet during the entire workday except for lunch. His work is much 
more physically taxing than that of other white-collar workers. Physically, 
retail work is more comparable to industrial jobs such as machine tending, 
inspecting, ete. At the end of a full day (8 hours) the average retail worker 
in the large store is physically tired. 

There is no reason why such employees should be required to work more than 
40 hours a week without premium. The availability and wide experience with 
part-time workers gives employers a choice of paying premium pay or hiring 
part-time workers to work the extra time required at straight pay. Employers 
in large-scale retailing generally do both. 
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Part-time employment is therefore a typical phenomenon in retail trade. 
Approximately 1 out of every 4 retail workers works less than a 40-hour schedule. 

Data from State surveys show that in New York State, as of September 1955, 
about 23.5 percent were on a workweek of 35 hours or less, and about 10 percent 
worked 16 hours or less. In New Jersey, 5 percent of the men and over 10 
percent of the women employed in retail trade worked less than 32 hours. Ohio 
and Maine showed similar trends. 

On the other hand, many full-time workers work workweeks of more than 40 
hours. In New York in 1955 about 38 percent of the employees worked more 
than 40 hours per week. Median hours of full-time employees in retail stores 
in New Jersey in 1954 were 45.6 hours per week for men and 40 hours per week 
for women. Actually, over three-fourths of the men and almost one-third of 
the women employed in retail industries in New Jersey worked over 40 hours 
per week. A 1955 Ohio retail trade survey showed that 30 percent of the full-time 
women in retail trade worked over 40 hours aid over 50 percent of the men were 
on schedules of more than 40 hours. 

In New York State, 5 out of 6 stores scheduling overtime in 1955 paid a 
premium rate for overtime work, typically at time and one-half. On the other 
hand, only about one-sixth of the firms surveyed in Ohio paid time and one-half 
for overtime. Overtime pay practices in retail trade vary widely. 

It should be noted that the foregoing figures on overtime work in the various 
State surveys include stores of all sizes and do not show separately the over- 
time worked in stores with annual sales volume of over $500,000, the dividing 
line for coverage under the Morse-Kelley bill. It is an accepted fact that there 
is more overtime worked in small retail firms that in large firms which can 
utilize more readily part-time scheduling. 

Collective bargaining agreements in retail trade confirm the fact that a majority 
of the large retail establishments now pay premium rates for time worked over 
40 hours. The Retail Clerks International Union, AFL-CIO, conducted sample 
surveys in Terre Haute, Ind.; Chicago, Ill.; Bast St. Louis, Lll.; St. Louis, Mo. ; 
and Seattle, Wash. Representative samples of wages and hours were taken in 
food stores, drugstores, department stores, specialty stores, florists, variety, and 
furniture stores. 

The normal workweek for a majority of stores surveyed was 40 hours in any 
one week. There were some exceptions. One is the retail furniture industry. 
Here employees customarily worked on 42% to 45 hours per week. Drugstores 
usually provided a 44- or 45-hour workweek for pharmacists, but commonly were 
on a 40-hour-week schedule for all other employees. 

A very limited number of small independent grocery stores with a correspond- 
ingly small number of employees worked a 5-day, 45-hour week. (A review of 
prevailing hours in over 400 union contracts throughout the country is presented 
in table I.) 

The Retail, Wholesale, and Department Store Union, AFL-CIO, reports that 
the 40-hour week, with time and one-half for overtime, is practically universal 
in New York City in their contracts with department stores, variety stores, and 
chain supermarkets. 

The trend in the retailing industry is definitely toward shorter hours and 
even greater use of part-time workers. Both collective bargaining experience 
and State retail surveys confirm this fact. 

In view of these trends, there can be no question that the large retail estab- 
lishments that would be covered by the Morse-Kelley bill could, without undue 
difficulty, adjust to the overtime provisions of the act. 


II. REPEAL OF OVERTIME EXEMPTIONS FOR FOOD PROCESSING WORKERS 


The Morse-Kelley bill would eliminate the following exemptions applicable 
to food processing workers in the present Fair Labor Standards Act: 
1. Seafood processing exemptions: 
Section 13 (a) and (b), exempting fish canning, packing, and freezing. 
2. Fruit and vegetable processing exemptions: 
A. Section 13 (2) (6), year-round exemption for enumerated activities 
relating to agriculture as defined under the act. 
B. Section 13 (a) (10), year-round exemption for employees physically 
engaged in packing goods for market in “area of production.” 
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C. Section 7 (7), complete hours exemption for 14 workweeks for some 
packing workers (meeting certain criteria). 

D. Section 7 (b) (3), 14-workweek exemption for work up to 12 hours 
per day or 56 hours per week for employees of a fresh fruit and vegetable 
packer. 

E. Section 13 (b) (5), exemption applicable to outside buyers of poultry, 
eggs and milk in natural state. 

As is readily seen from the multiplicity of exemptions enumerated above, the 
complex provisions covering food processing workers in the present act are not 
fully understood by employers, are almost impossible to administer, and produce 
many competitive inequities. 

There is a great degree of overlapping in the provision. Some establishments 
may be eligible for 2 or even 3 exemptions. And in the same firm, some em- 
plovees—working on certain commodities, or doing certain types of jobs—may 
have either maximum hours and minimum wage protection or both while other 
workers in the same plant will not qualify for any Fair Labor Standards Act 
protection. This type of hit-or-miss coverage points out the need for adjust- 
ments in the act, quite apart from equity, but simply to make it a workable law. 

For example, some categories of fish processing workers are totally excluded 
from coverage. If the fish processing is done as a part of a “single, uninterrupted 

anning process” it is covered by minimum wage but not maximum hours regula- 
tions. However, freezing operations are totally exempt. The question arises as 
to what type of coverage workers have who are processing fish both for canning 
and for freezing? If a worker devotes 20 percent or more of his time to duties 
which are not exempt then his full time worked will be covered under the act. 
However, if the exempt work is not segregated from the nonexempt work—as on 
a fish processing line moving both toward a freezing and a canning unit—even 
though the nonexempt work may be less than 20 percent, then all the work done in 
the week is brought under the $1-an-hour minimum wage coverage—but still not 
under the 40-hour-week coverage. 

A justified basis for such distinctions is impossible to rationalize. Such distine- 
tions exist merely as concessions to employers seeking to escape responsibility for 
complying with minimum standards of wages and hours. 

It is true that for some weeks during the season in industries handling perish- 
able crops an extended weekly work schedule is necessary. But only in the food 
processing industry is the full burden of meeting such a necessity exacted as a 
sacrifice from workers alone. 

Other industries, like the meatpacking industry or garment trades must pay 
overtime at the rate of time and one-half to meet emergencies or adjust to the 
peak of seasonal demand. Peak hours in the meatpacking industry are compar- 
able to those in vegetable canning. Yet premium pay is accepted in meatpacking 
as providing equitable compensation for the physical and nervous strain of abnor- 
mally long hours of work. 

Average hourly earnings of canning and preserving workers in 1956 were $1.57 
as compared to an average of $1.98 for all manufacturing. 

But this average includes high wage employees in companies under collective- 
bargaining agreements and in high-wage States. In establishments where em- 
ployees are not protected by minimum wage laws or collective bargaining in low- 
wage Southern States, United States Government surveys found that in 1952 
more than half of the employees in fruit and vegetable packing, cotton ginning, 
and poultry and egg wholesaling establishments were earning less than 75 cents 
an hour. 

In the years that have elapsed since the inception of the Fair Labor Standards 
Act, many changes have occurred in the economy, in technoiogy and in the work- 
week and wages of workers in this country. Many of the exemptions for food 
processing workers have become obsolete. 

The exceptions were primarily intended to protect the employer processing a 
perishable commodity who needed to process such commodities before they spoiled. 
Today, modern technology largely prevents the danger of spoilage. Moreover, 
automation and other technological improvements have simplified and have 
greatly accelerated production. According to the United States Bureau of Labor 
Statistics, output per man-hour in the west coast canning industry has increased 
34 percent since 1947. The increase since the Fair Labor Standards Act went 


89646—57——65 
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into effect is, of course, considerably higher. Consequently, exemptions which 
were justified when the act was put into effect are no longer applicable. 

The nature of the industry has changed substantially since the exemptions were 
put into effect. The canning industry is among the most profitable in the United 
States. In many cases, canneries are better able to pay overtime after 40 hours 
per week and the minimum wage provided under the act, than large numbers of 
employers already covered by the act. A study of the economics of the industry 
reveals that it is no more entitled to exemption from the act than the many in- 
dustries now covered under the terms of the act. 

Union contracts with employers in the food-processing industry prove that it is 
economically feasible to comply with accepted industry standards of a 40-hour 
week with time and one-half for overtime. 

A partial list of contracts providing for a 40-hour week is presented in table II. 

If the act is discriminatory against workers, it is equally so against many 
employers. Why should a businessman who deals honestly and fairly with his 
employees be put at a competitive disadvantage by those operators who pay piti- 
ful wages and run their business under miserable working conditions? Obvi- 
ously, such a situation works a gross injustice against the decent employer. His 
fair dealing with his employees should be encouraged, instead of punished. 

Enactment of the Morse-Kelley bill would eliminate unfair competition between 
fair-minded employers trying to comply with accepted industrial standards and 
irresponsible operators seeking to exploit the loopholes under the present law. 
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Taste Il.—Hours limitation in food processing contracts negotiated by the 
Amalgamated Meat Cutters and Butcher Workmen of North America, 


AFL-CIO 


Company 


FRUIT AND VEGETABLE 
PROCESSORS 


Libby, MeNeill & Libby-- 


G. 8. Suppiger Co 
Campbell Soups 
Crosse & Blackwell 
G. 8. Suppiger Co 
Otoe Foods 


Manischewiz_-_..........-- 
Hunts Foods. -...-..----.-- 


Ritter Co 


Venice Maid Co._.....--- 
| ee 


Hunts Foods. ......------ | 


Pure Food Factory 
*““Hansa’’. 

Heinz 

Campbell Soup 

Heinz 

Lutz & Schramm 

Lee-Thompson Faweett -- 

Libby, McNeill & Libby -- 


Libby 





| Hartford, Wis...------ 


City and State 


Houston, Del 
Ocala, Fla 


Indianapolis, Ind..-..-.- 
Terre Haute, Ind 
Baltimore, Md 
Collinsville, Il 
Nebraska City, Nebr.--.- 


Camden, N. 
do_ 


..| Full exemption, 


do 


| Salem, N. J 


Buffalo, N. Y 


White Plains, N. Y 


Bowling Green, Ohio_...|__- 
Napoleon, Ohio.........|..-- 


Pittsburgh, Pa 
Pittsburgh, Pa 
do. 


Janesville, Wis 





1 Exemption not used. 


Smoked Fish Mfg 

Booth Fisheries 

O. E. Wentworth | 

16 companies in crabmeat | 
products. 

Gorton Pew Fisheries and | 
17 other large fisheries. 

Fish Smokers Trade 
Council, Inc. 


Isaac Fass Co 
Fahl & Bernstein Fish Co- 


1 Exemptions not used. 


Los Angeles, Calif 
Indianapolis, Ind _- 
Baltimore, Md__.. 
Cristfield, Md 


Gloucester, Mass 


New York, N. Y 
Norfolk, Va 


Bellingham, Wash 


-| Exemption. ~14%6X after | 


Provision on hours 


7 (b) 3 limitation 7 (c) limitation 


144X pay after 48 hours | 
instead of 56. 
Full exemption_-_._...-- 


Full exemption. 


Limited to 56 and 12 
hours. 

No exemption. 

Do. 
Do. 
Do. 

144 after 12 or 72 hours 
for 3 weeks. 2x for 
Sunday and holidays 

| No exemption. 

| Full exemption 20 per- 

| cent premium after 12 
hours. 

Full exemption, 12x 
for hours on Sundays 
and holidays. 

No exemption. 

| Full exemption, July 15- 

|} Oct. 15. 

Exempt, but 14x after 

54 hours. 134x for 
| Sunday work. 

Full exemption, 144 for 
| _ Sunday work. 
| Full exemption, 

after 54 hours. 

No exemption 


No exemption 
144X pay after 8 hours.--| 
No exemption ___---_- 

di 


1! 6X | 
for hours on Sundays 

and holidays. | 
No exemption 


Full exemption, 1% 


for Sunday work. 
No exemption 


Full exemption. 14x 


No exemption __.....----} 


| No exemption. 
No exemption. 

aos SARs 

| No exemption. 
Do. 

Pea pack full exemption, 
balance 142X after 48 
hours. 

Full exemption 





(1) acid 
| No exemption_- 
do. 


10 or 48 hours. 
May 15-Oct. 16 exemp- | 


tion. 1}2X after 48 
hours. 


FISH PROCESSORS 


| 
| 40 hours. 
Do. 
45 hours. 
Time and one-half for 
time for Sunday. 
40 hours. 


holidays worked—doub 


Do. 


- hours—male 
40 hours—female 
40 hours. 


Source: Contracts file of Amalgamated Meat Cutters and Butcher Workmen of North America, AF L- 


CIO. 
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AFL-CIO Farr Lapor STANDARDS Fact SHEET No, 15 
LocaL TRANSIT 


Under section 13 (a) (9) of the Fair Labor Standards Act, local intercity 
transit employees are exempt from minimum wage and maximum hours provisions 
of the act. The Morse-Kelley bill would eliminate this exemption. 

Today almost all local transit employees earn more than $1 an hour. There 
may be a few exceptions among porters and laborers in the South who earn 
slightly less than $1, but it is doubtful if there would be more than 100 workers out 
of approximately 200,000 or so in the industry in this category. 

The section of the act that affects transit workers adversely is the maximum 
hours exemption. 

When the Fair Labor Standards Act was first enacted nearly 20 years ago, it 
was contended by industry that there were difficult problems in applying the law 
to the local transit industry due to the need to meet the demonds of traffic 
which are continous but concentrated most heavily during rush-hour periods. 

Today any doubts as to the practicability of the 40-hour week in the local transit 
industry have long since been dispelled. The 40-hour week has been established 
in a substantial segment of the industry. Transit systems in many cities of vary- 
ing sizes, large, medium, and small, are presently operating successfully under 
union agreements providing for a 40-hour week. 

Table I lists cities where local transit companies under contract with the 
Amalgamated Association of Street, Electric Railway and Motor Coachmen, AFL- 
CIO. provide for a 40-hour week. Cities illustrative of this transition are as 
diverse in size, as: Newark, N. J.; Boston, Mass.; Minneapolis, Minn. ; Paducah, 
Ky.: and Memphis, Tenn. These cities have operated successfully under such 
a provision. Nevertheless, in many cities workers are denied the benefits of the 
40-hour week because of the maximum hours exemption in the Fair Labor 
Standards Act. 

The requirement of pay of time-and-one-half for all work in excess of 40 
hours in now a standard working condition in American industry. It is the 
practice in communications and public utilities. It is the overwhelming practice 
in continuous-process industries. It is followed in many transportation in- 
dustries such as airlines. The over 1 million nonoperating employees on the 
railroads have such a provision. The operating problems of the railroad in- 
dustry are analogous to those in the local transit industry. It is inequitable that 
so many railroad and public utility employees should enjoy a 40-hour week while 
sO many employees in the transit industry do not. 

At the time the Fair Labor Standards Act was passed, the industry claimed that 
its financial condition was so poor that the reduction in working hours to 40 
could not be accomplished with maintenance of take-home pay. The transit in- 
dustry pledged that it would establish the 40-hour week through collective bar- 
gaining as soon as circumstances made it feasible. During World War II, the 
industry made large profits, replaced much of its equipment, and substantially 
improved its financial position. 

Transit employees are equally entitled to share in the achievement of the 
40-hour week so long enjoyed by other American workers. They, too, are entitled 
to more leisure time, more opportunity for family, social and community life. 

The Morse-Kelley bill would help them achieve this standard. 
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TasLe I.—Cities in the United States where local transit employees are covered 
by forty-hour week provision,’ March 1957 


Worcester, Mass. New York, N. Y. 
Pittsburgh, Pa. St. Louis, Mo. 
Charleroi, Pa. Newark etc., N. J. 
Wheeling, W. Va. Sayreville, N. J. 
Connecticut cities Wilmington, Del. 
Allentown and Easton, Pa. Springtield, Ohio 
Fall River and other suburban cities York, Pa. 

around Boston South Bend, Ind. 
Oakland, Calif. Kenosha, Wis. 
Oak Park, Ill, Milwaukee, Wis. 
Chicago, Ill. Racine, Wis. 
Evanston, Il. Minneapolis-St. Paul, Minn. 
Youngstown, Ohio New Ledford, Mass. 
Rochester, N. Y. Floral Parak, L. I., N. Y. 
Springfield, Mass. Indianapolis, Ind. 
Madison, Wis. Arlington, Va. 
Gary, Ind. Duluth, Minn. and Superior, Wis. 
Trenton, N. J. Lyons, Ill. 
Erie, Pa. Alexandria, Va. 
Syracuse, N. Y. Flushing, L. I., N. Y. 
Seattle, Wash. Paducah, Ky. 
Boston, Mass. Phillipsburg, N. J. 
Providence, R. I. Springfield, Il. 
Framingham, Mass. Los Angeles, Calif. 
Cincinnati, Ohio Baltimore, Md. 
Fort Wayne, Ind. Buffalo, N. Y. 
Washington, D. C. Reading, Pa. 
Toledo, Ohio Louisville, Ky. 
Memphis, Tenn. 


1 This exhibit is limited to situations where the employees are represented by the Amalga- 
mated Association of Street, Electric Railway, and Motor Coach Employees of America, 
AFL-CIO, and where 40-hour week provision covers both operating an nonoperating 
employees. 


Source: Amalgamated Association of Street, Electric Railway, and Motor Coach Em- 
ployees of America, AFL-CIO. 


AFL-CIO Farr Laror STANDARDS Fact SnEeEtT No. 16 
LOGGING 


Under section 13 (a) (15) of the Fair Labor Standards Act, logging operations 
having no more than 12 employees are exempt from both minimum wage and 
overtime provisions. 

This exemption was established in 1949, on the assumption that small lumber- 
men could not compete with large operators unless they had a wage advantage. 
in practice, however, the exemption has permitted large logging operators to 
bypass FLSA standards through the simple expedient of subcontracting work 
to small employers. 

Thus some of the largest and wealthiest paper companies are indirectly the 
employers of logging employees exempt from the Fair Labor Standards Act. 
These companies include industrial giants such as St. Regis Paper, Scott Paper, 
Georgia-Pacific, Kimberly-Clark, Kirby Lumber Co., and W. T. Sinith Lumber 
Co. 

Since many of the smaller companies do not have to report to the SEC, if is 
impossible to determine their real ability to pay minimum wages. Many small 
firms are marginal enterprises. Such enterprises expoit substandard wage rates 
and inadequate safety regulations to enter the market, make a quick profit and 
then leave the industry. 

Experieuce in the garment trades and other industries has shown that the 
higher wages won by unions actually stabilize the market for reputable and 
responsible manufacturers who want to pay fair wages but must compete with 
fly-by-night operations. This is particularly true in the South. Moreover, 
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virtually all logging operations exempt from Fair Labor Standards Act require- 
ments do not come under the jurisdiction of the National Labor Relations Board. 
Workers are unorganized and have protection of neither unions nor legislation. 


NUMBER OF EMPLOYEES AND EARNINGS 


It is estimated that there are approximately 223,000 logging employees in the 
United States. About half of these employees (approximately 110,000) are 
now exempt under the act. This figure includes about 2,000 employees in 
forestry enterprises ; 46,000 employees of logging camps and 62,000 in sawmills 
which carry on their own logging operations. 

Most of the 62,000 loggers empioyed in sawmills which also carry on logging 
operations are paid the minimum wage or above. This is because the sawmilling 
employees are covered by the act. Both logging and sawmilling occupations are 
largely unskilled and are interchangeable. Thus work crews may include both 
exempt and covered workers, and it is impractical to take advantage of the 
exemption for loggers when sawmillers are covered. 

Thus in April 1953, only a very small fraction of exempt logging employees 
employed by sawmills received less than 75 cents an hour and average wages 
compared favorably with covered workers. 

Data on wages are not available for the 48,000 employees in independent 
logging operations and forestry enterprises. Information available to the unions 
in this industry leaves no doubt that workers in this category would be sub- 
stantially benefited by coverage under the Fair Labor Standards Act. 


MORSE-KELLEY BILL 


The Morse-Kelley bill would extend protection to the 110,000 logging employees 
now exempt from the act. 





STATEMENT OF RICHARD P. WHITE, EXECUTIVE VICE PRESIDENT, AMERICAN 
ASSOCIATION OF NURSERYMEN, INC., ON 8S. 1418 


AGRICULTURAL EXEMPTIONS TO Farr LABOR STANDARDS ACT 


The exemptions provided in the Fair Labor Standards Act of 1938 relating to 
the area of production have been practically valueless to the nurserymen of 
the country, as a result of arbitrary definitions promulgated by the several 
administrators of the law. 

This group of producers of horticultural specialty crops (such as trees, shrubs, 
and vines and other plants, used for reforestation, soil erosion, and shelterbelts 
on farm and forest land, as well as for planting on highways and other public 
works projects, industrial plant projects, homes, parks, and so forth) have dis- 
covered that certain of the major crops can be produced in better quality and 
at a reduced cost in certain favored sections of the country. This is a result of 
various soil and climatic factors. 

As a consequence, nurserymen have come to depend on such producing areas 
for a percentage of their inventory for resale purposes. 

As a concrete example, there are a few major producing areas for the whole- 
sale production of rose bushes: Texas, California, Oregon, and more recently 
Arizona. The 1950 census reports that 70 percent of the roses sold were in the 
first 3 States, most of which were wholesaled to retail nurserymen in other 
States, who, in turn, were in many instances producers of roses in lesser quan- 
tity, but who were also large producers of other types of nursery stock. 

Another 15 percent of the roses sold were reported to have been sold from 
the States of Iowa and Missouri, but it is known that these were mostly pro- 
duced either in Texas or on the west coast. Since the 1950 census, Arizona 
has become a heavy producer of roses. Other examples could be cited. 

In the practical operation of a mail order or other retail nursery business, a 
great deal of the total inventory for sale in any year is produced by the retail 
merchandiser; some is purchased for immediate resale from other concerns 
which, due to favorable climatic or soii factors, specialize in production of 
some single or a few related items. In other instances, and this is very com- 
mon, a relatively small percentage of nursery stock is purchased on the open 
market by a retail producer to cover shortages or crop losses, due to drought, 
hail, general poor growing conditions, or a demand that could not be anticipated 
in advance. 
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The Wage-Hour Division, Department of Labor, has consistently held the 
position that the purchase of any amount of nursery stock for immediate re- 
sale, during any workweek, will destroy the agricultural exemption of any farm 
employee for that workweek, who has anything to do with the plants purchased. 

Of course, this can be reduced to an absurdity. For example, if an other- 
wise exempt agricultural employee on one of our farms should place in storage 
in the fall a single purchased plant, which will be shipped out to a customer 
in the spring, then he would no longer be an exempt agricultural worker for 
that particular workweek. 

There are several concerns which normally and regularly purchase a small 
percentage of their inventory (5 to 10 percent) from other producers. This per- 
centage of purebred stock is mixed with the 95 or 90 percent of stock produced 
on the farms of the purchaser, when it is placed in storage in the fall. The 
Department of Labor holds the position that all employees handling, storing, 
packing, or otherwise connected with such purchased stock are not agricultural 
employees for the workweek when any services are performed on such purchased 
nursery plants. 

The provisions of S. 1418 will, for the first time, enact into law a definition of 
agriculture, and a definition of the “area of production” which will take care 
of this inequitable situation. 

S. 1418 will restore the intent of Congress in granting agricultural exemptions 
from the wage-and-hour provisions of the Fair Labor Standards Act and correct 
the unrealistic definitions that have, for our agricultural industry, nullified the 
exemption intended to be provided by Congress when it enacted the “area of 
production” clause. 

The bill will also remove from an administrative determination the power to 
extend or contract the scope of the exemption, which has worked a distinct 
economic hardship on many nurserymen due to the arbitrary character of any 
determination so far administratively arrived at. 

We favor the enactment of 8S. 1418 and urge its favorable consideration by this 
committee and the Congress. The sooner the bill can become law, the quicker 
will gross competitive inequities erected by the present administrative regulations 
be corrected. 

We also wish at this time to express our opposition te all proposed amend- 
ments in which the phrase “that influence interstate commerce” is used in the 
definitions. It is difficult for us to find any activity in which nurserymen are 
engaged that could not be claimed to have an influence on interstate commerce. 
The strictly retail operator, now qualifying as an exempt "retail establishment,” 
has an influence on interstate commerce and consequently would lose this 
exemption under such amendments. 

We would also desire to express our opposition to segregate the large from the 
small farm operators by amendments that have been proposed setting forth a 
certain number of man-hours as a determining factor in coverage. This will 
result in inequities, and if the principle is established that coverage is to be 
determined by the number of man-hours of employment it may be amended to 
bring all farm employees under coverage. 


AMERICAN HOoTret ASSOCIATION, 
New York, N. Y., March 5, 1957. 
Hon. Joun F. KENNeEpy, 
Chairman, Subcommittee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: Thank you for having given me special permission to 
insert in the record a supplemental statement. I think it is a very important 
tabulation. 

As I said in my prepared statement March 1, many of the advocates of increased 
coverage under the Wage and Hour Act into retail and service fields point out 
that they mean only to cover “the big chains.” We in the hotel business have 
some chain operations, as do other industries. So we have taken the pains to 
canvass the most representative among our national hotel chains, and are eager 
to report to you the fact that even these chains would have to substantially 
increase their room prices and their menu prices, if they were brought under 
the Fair Labor Standards Act. 

While he did not give us an estimate of increased costs and increased prices, 
W. E. Dodd, president, Knott Hotels Corp., wired us as follows: 
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“Extension of the Federal wage-and-hour law to hotel employees would seri- 
ously affect employers and employees. Practically every union recognizes the 
value of rooms, meals, and tips in their negotiated contract. Increases demanded 
by other than tip employees would be considerably higher if the law is changed.” 

Vernon Herndon, general manager, Palmer House, Chicago, and a vice presi- 
dent of Hilton Hotels Corp., in a telegraphic message, stated: 

“Extension of coverage to include hotels is inflationary and will cause wide- 
spread harm to our industry.” 

Please note that four of the chains, which are designated simply as A, B, C, 
and D, expressed the hope that their identity could be withheld. But if it 
should become pertinent to the committee’s consideration, we will not hesitate 
to reveal their identity. 

The tabulation follows: 


Estimated percentagewise increases which would result from coverage under 
Federal minimum-wage law 


Estimate of increase 
Num- | Number of 








Hotel chains ber of rooms ! 
hotels ! Room Food 
charges charges 
Percent Percent 
ay ‘4 pis dieteraies nlliacs toaeko dara cet pisuiat ate 227 8, 257 95. 5 44.8 
Alsonett Hotels_- 36 6, 791 44 37 
Pc ae ee fae ; Seen es oe a 47 6, 708 24-30 20-22 
a sachs tana steep ial aa ta 435 6, 335 72.1 72.1 
D lain Rial is ct ila deine Seaiienidsthimeean\sieatndatielsidiesaaiiediliasaailieiat 20 1, 462 25-30 20-25 
Hilton Hotels Corp.*- 7 24 24, 784 3 8 
Hotel Corporation of America : 5 4, 624 10 10 
Knott Hotels Corp-_-- § 21 BR is een Ecce sn thageon ee 
Pick Hotels Co____- 29 10, 479 14 14 
Schimmel] Hotels 2 6 1, 525 25 20 
Sheraton Hotels 25 14, 497 10 10 
Western Hotels, Inc.’ 22 8, 065 12 5. 75 
Yellowstone Park Hotels 84 1, 325 20 20 


1 Directory of Hotel Systems, July 1956. 

2 All but 1 or 2 of the 27 properties are located in the Deep South. 

3 Estimate of increased costs does not include upgrading of all other employees who now receive more than 
$1 per hour. 

* Most of properties located in Deep South or in smaller cities through Middle West. 

§ See reply from W. E. Dodd, president, above. 

® Not including cabins. 


One hotel chain made a very detailed study of the effect on sample hotels in 
its system, and has given us the actual figures for these properties. A copy of 
this tabulation is attached. Inasmuch as it includes actual figures on revenue, 
payroll, et cetera, we are withholding the name of each hotel, but give the town 
in which it is located. 

Let us also report one computation, Mr. Chairman, from your own section of 
the country. This is an illustration forwarded us by the New England Hotel 
Association, and covers three typical hotels in New England. The computation, 
prepared by the nationally known accounting firm, Harris, Kerr, Forster & Co., 
estiniates the increased charges that different sized hotels would be obliged to 
inaugurate if they were forced to come under $1 an hour minimum wage, with 
time and one-half for overtime after 40 hours per week. <A 220-room hotel would 
be obliged to increase its rates 42 percent. A 100-room hotel wold have to boost 
its tariff 33 percent. A 36-room house would have to step up its rates 24 percent, 
in order to offset the increased wages involved. 

Thank you for the courtesies shown us by your subcommittee. 

Respectfully, 
ARTHUR J. PACKARD. 
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AMERICAN HoTEL ASSOCIATION, 
New York, N. Y., April 5, 1957. 
Senator Irvine M. IvEs, 
United States Senate, 
Washington, D.C. 


DrEAR SENATOR IvES: When I testified on behalf of the American Hotel Associ- 
ation before your subcommittee March 21, concerning proposed amendments to 
the Fair Labor Standards Act, I stated that I was unable at that time to com- 
ment on Secretary Mitchell’s proposed amendments, since no bill containing these 
had been introduced. Since then, I have obtained a copy of the specific legisla- 
tive language which Secretary Mitchell recommends as an amendment to the 
Fair Labor Standards Act, and I would like to call your attention to some effects 
this language would have on our industry, besides those which are obvious from 
a casual reading. 

The announced purpose of Secretary Mitchell’s language is to extend coverage 
to enterprises which have 100 or more employees and which make direct pur- 
chases across State lines of $1 million or more. A careful study of the proposal, 
however, reveals that it would also bring a great number of hotel employees 
under the act for the first time in hotels which do not make direct purchases of 
$1 million or more a year across State lines. For example, switchboard opera- 
tors, transportation clerks, employees selling bus tickets, and those handling 
telegraphic messages in certain cases, and other employees engaged in commerce 
or activities related to transportation or communication, would be subject to 
the minimum wage requirements of the law if they worked in a hotel which has 
100 or more employees, or which is part of an enterprise employing 109 or more 
persons. 

The coverage language of the Mitchell proposal reads: 

“(r) The terms in sections 6, 7 (a), and 12 (c) describing the employees to 
whom these sections apply shall, without limiting their present application, in- 
clude any employee engaged or employed in activities of any enterprise doing 
business in commerce to a substantial extent, in which his employer employs 100 
or more employees.” 

Switchboard operators, transportation clerks, and possibly certain other em- 
ployees of hotels are within the coverage language of the present act. However, 
they are exempt from the present law if they work for a hotel, or other retail 
or service establishment, since the exemptions of 13 (a) (2) apply. Mitchell’s 
proposed language does not limit the coverage language of the present law, and 
therefore, if it does not contain a specific exemption for the employer, these em- 
ployees are subject to the law. 

The exemption language of Mitchell’s proposal reads: 

“Section 13 of such act is further amended by adding at the end thereof the 
following new subsection : 

“(e) Nothing contained in subsection (a) shall preclude the application of 
section 6 (minimum wage) to any employee engaged in the activities of any 
enterprise in which the employer employs 100 or more employees” (with cer- 
tain exceptions not applicable to us). 

Therefore, it is my view that Mitchell’s proposal would apply to all employees 
of an enterprise which meets both tests of 100 or more employees and $1 million 
in direct interstate purchases. Also, it would require compliance with the mini- 
mum-wage provisions for switchboard operators, etc., by any hotel or hotel 
enterprise having 100 or more employees, even if its purchases across State lines 
are less than $1 million. 

While, on the whole, enactment of the Morse-Kelley bill would be infinitely 
more damaging to the hotel industry, some small hotels and hotel enterprises, as 
defined in Secretary Mitchell’s proposal, would be injured more by the language 
of the administration bill than they would by the Morse-Kelley bill. These 
would include small hotel enterprises having less than 4 properties, and individ- 
ual hotels having more than 100 employees. Many of these smaller chains do 
not have any single property which has gross sales in excess of $500,000 a year, 
and therefore they would be entitled to the employer exemption for retail and 
service establishments under the Morse-Kelley bill. This is true because the 
retail and service exemption in the Morse-Kelley bill applies to a particular es- 
tablishment, and not to the enterprise. 

Therefore, all of their employees, including those engaged in activities related 
to transportation and communication, would continue to be exempt under that 
bill. Also a number of individually owned hotels in areas where room and food 
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rates are low may employ more than 100 persons and yet have an annual dollar 
volume of sales less than $500,000. These establishments would continue to 
have an exemption for all of their employees under the Morse-Kelley bill, 
whereas under Secretary Mitchell’s proposal many of their employees would be 
subject to the minimum wage requirements of the act. 

Therefore, I would like to make it clear at this time that the American Hotel 
Association is opposed to the enactment of either the Morse-Kelley bill or the 
proposal advanced by Secretary of Labor Mitchell. 

May I express the hope that this statement can be included in the permanent 
record, following my initial testimony. 

Respectfully, 
ARTHUR J. PACKARD, 
Chairman, Governmental Affairs Committee. 


STATEMENT OF AMERICAN LIFE CONVENTION AND LIFE INSURANCE ASSOCIATION 
oF AMERICA ON BILLs To AMEND THE F AiR LABOR STANDARDS ACT 


The American Life Convention and the Life Insurance Association of Amer- 
ica are 2 associations with a combined membership of 227 companies having 
approximately 98 percent of the legal reserve life insurance in force in the 
United States. 

We are interested solely in those bills, such as 8S. 1267 and S. 1273, which 
would amend section 13 (a) (1) of the Fair Labor Standards Act to eliminate 
the outside salesman exemption. We believe that to bring life insurance agents 
within the wage and hour requirements of the act, which presumably would 
follow if the outside salesman exemption were stricken, would be wholly un- 
workable for a number of reasons. Among these reasons are: (1) It would be 
impossible for the insurance companies to determine the number of hours 
worked by their agents; (2) the companies do not attempt to control the num- 
ber of hours worked by an agent in any particular week; (3) it would be im- 
possible to determine what constitutes an hour of work in the case of an 
agent; (4) in this field pay cannot be related to hours worked. We shall 
elaborate on each of these reasons below. 

First, it would be impossible for the insurance companies to determine the 
number of hours worked by their agents. As a result the companies could not 
apply the minimum wage and overtime provisions of sections 6 and 7 of the 
act, which are based on rates per hour and hours per week. Most insurance 
agents spend the greater part of their time outside of the office. They do not 
work on a time schedule. They do not follow the practice of reporting at 
the office at a fixed hour in the morning and leaving at a certain hour at 
night. An agent may not even come into the office for several days in a row. 
Sometimes he may work at night, other times during the day. He determines 
his own schedule, based primarily on the convenience of his clients. The Com- 
panies have no way of knowing when an agent is working and when he is not, 
and consequently would have no way of maintaining records of hours worked. 

Second, the companies do not attempt to control the number of hours worked 
by an agent in any particular week. An agent’s work schedule is determined 
largely by the demands of his clients. If he has several large cases pending 
during a particular week, he may put in many extra hours. The following 
week may find him with only routine demands on his time. An agent’s hours 
per week may also vary seasonally. During the summer, when many of his 
clients are away, he may maintain a light schedule, while working longer hours 
during the winter. And of course the time devoted by an agent to his work 
may also depend on his personal ambitions or financial needs. The company 
cannot attempt to balance out an agent’s hours. The company must let the 
agent determine when his clientele requires extra hours and when he may main- 
tain a lighter schedule. 

Third, it would be impossible to determine what constitutes an hour of work 
in the case of an insurance agent. His production depends not alone on time 
spent on actual selling, but to a large extent in developing leads and con- 
tracts. This he may do through civic, club, or social activities. Or he may 
spend hours in the evening reading the newspapers for leads or studying to 
acquire information or new sales techniques which might produce a greater 
volume of business. To decide which of these various activities should be 
classified as work would present an insurmountable problem. And to attempt 
to determine or control the number of hours spent on such activities would be 
equally impossible. 
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Fourth, pay cannot be related to hours worked in the case of an insurance 
agent. Most agents are paid on a commission rather than a salary basis, and 
the commissions are customarily received when a case is closed. An agent 
may work for an entire week without closing a case. The following week he 
may close several cases. Some of these may be cases he has been working on 
for a number of weeks, or even months. Thus there is no correlation between 
the commissions received in any one week and the hours worked during that 
week. Additional complications arise from the general practice of paying re- 
newal commissions, usually paid on the anniversary dates of policies and con- 
tinuing for varying lengths of time. Renewals may or may not require work 
by the agent. But in either event he receives his renewal commission. There 
is no way in which these commissions can be related to the amount of work 
performed by the agent at the time of renewal, or retroactively to the time of 
initial sale which may have taken place several years before. 

In sum, the work of life insurance agents does not lend itself either to the 
purpose or to the treatment of the wage and hour law. In this field earnings 
bear no direct relation to hours worked. One agent may work only moderate 
hours and earn large commissions. Another agent may work many hours and 
earn smaller commissions. An agent’s earnings will depend primarily on his 
sales ability. Any agent good enough to stay in the business very long will far 
exceed the wages guaranteed by the wage and hour law. But his earnings will 
vary greatly from week to week, in no particular week will his earnings bear 
any direct relation to hours worked, and his hours cannot be determined or 
controlled. 

It is significant, we think, that the agents themselves have never sought cov- 
erage under this law. The largest organization of life insurance agents in the 
United States is the National Association of Life Underwriters with approxi- 
mately 70,000 members. This organization has never requested the inclusion 
of life insurance agents under the act. Nor to our knowledge has any other 
organization of agents. 

For these reasons we respectfully submit that the outside salesman exemption 
should not be stricken or in any way altered so as to bring life insurance 
agents within the wage and hour requirements of the Fair Labor Standards 
Act. 


STATEMENT OF HERBERT R. O’Conor, REPRESENTING AMERICAN MERCHANT MARINE 
INSTITUTE 


Pending proposals would remove the present exemption of merchant seamen 
from the Fair Labor Standards Act. For the following reasons we believe such 
exemption remains as valid today as when first passed : 

A. Board and lodging traditionally supplied seamen by shipowners should not 
be deleted from minimum wage computation. If excluded, steamship companies 
would be unfairly and discriminatorily treated as compared with other indus- 
tries. Shipowners meet payroll taxes on cash value of board and lodging by 
Internal Revenue Code. They should not be taxed for this by the Government 
on the one hand and have it excluded from wage calculation on the other. 

B. Pending legislation, further, would so define American vessels as to make 
American minimum wages payable on foreign-flag vessels owned in whole or 
part by American citizens. This would discriminate against foreign investment 
of American shipowner as compared with all other American investment over- 
seas. Further, it is highly questionable as to the jurisdiction of American law 
to vessels documented under and subject to laws of a foreign country. 

C. Through collective bargaining, seamen have achieved total wage benefits 
in excess of and therefore not affected by present dollar hourly minimum wage. 
However, any future increase in minimum wage could affect income of un- 
skilled crew members and, in turn, by maintaining differentials among all crew 
members, reflect itself in serious total wage increases for American ships. This 
would make it additionally difficult for our ships to compete with low-cost for- 
eign competition they meet daily in open world market. 
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AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., April 10, 1957. 
Hon. JoHN F. KENNEDY, 
Chairman, Labor and Public Welfare Subcommittee, 
United States Senate, Washington, D. C. 


Dear SENATOR KENNEDY: Although we understand that a Senate Labor and 
Public Welfare Subcommittee of which you are chairman has completed public 
hearings on amendments to the Fair Labor Standards Act (wage-hour law), 
we respectfully ask that our views in this letter be made a part of the printed 
record to be considered by the full committee and the Senate. 

The American Newspaper Publishers Association is interested in various 
aspects of this law but at the moment our prime concern is over the effort to 
amend the law to take further freedom of action away from newspaperboys. 
Our particular interest is in proposals to eliminate the present exemption from 
section 6 (minimum wage), section 7 (maximum hours), and section 12 (child 
labor) for newspaperboys engaged in the delivery of newspapers. 

Bill S. 1267 introduced by Senator Morse and others proposes to limit the 
present exemption to newspaperboys only engaged in the delivery of newspapers 
to consumers at their residences and further would provide that section 12 (child 
labor) shall not apply to any newspaperboy otherwise engaged in the delivery of 
newspapers to consumers only when such employee is employed outside of school 
hours for the school district where such employee is living. 

These proposals are not new for similar bills have been introduced in pre- 
vious Congresses. 

When the newspaperboy spends not more than 2 or 3 hours each day in con- 
ducting his business he is not absenting himself from school. He is an inde- 
pendent contractor and is not paid a wage by the newspaper. 

The newspaperboy depends for his profit on the difference between what he 
pays for his newspapers and what he collects from those who buy them. In 
nearly every instance it is the first type of business in which he engages and 
the records are full of tributes to the early training in business methods which 
many men have found useful later in life. 

What justifies or requires this type of Federal restriction on the activities 
of the newspaperboy? Certainly the work is not onerous. In addition, it gives 
boys a chance to earn money for college education, for trips, and for other 
things which would not otherwise be possible for them. Certainly any charge 
that the newspaperboy is involved with juvenile delinquency cannot be sus- 
tained. It is the boy with too much idle time who is usually in the juvenile 
courts for delinquency. The parents of newspaperboys not only give their ap- 
proval to this work but in many cases are high in their praise for what the 
work does for their children in the way of teaching responsibility, thrift and 
poise and additional learning. 

Many of these newspaperboys after reaching maturity and achieving success 
ascribe the basis of their success to what they learned as newspaperboys. I 
know you have seen some of these statements from men high in public and 
business life today. 

The American Newspaper Publishers Association comprises more than 800 
daily newspapers and I believe I speak for the overwhelming opinion of these 
newspapers when I express the hope that your subcommittee will decide that 
there is no need to touch the existing exemptions for newspaperboys now in 
sections 6, 7, and 12 of the Fair Labor Standards Act. 

With high esteem, 

Sincerely yours, 
CrANsTON WILLIAMS, General Manager. 


STATEMENT BY THE AMERICAN POULTRY AND HATCHERY FEDERATION, 
KANSAS Crry, Mo. 


Our industry presented a statement before this committee during the hearings 
held in the spring of 1955. 


Our position has not altered. 

The American Poultry and Hatchery Federation was organized in 1916. It is 
incorporated as a nonprofit corporation under the laws of the State of Rhode 
Island. It is a trade association for poultry hatcherymen and breeders. Our 
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membership is approximately 3,800 and is located in every State except Nevada, 
where there are no poultry-breeding farms. 

The United States Department of Agriculture in its monthly hatchery report 
issued March 15 reported that there are operating in the United States 5,031 
hatcheries and breeding farms producing chicks this spring. This represents a 
decline of 1,859 plants since the last USDA hatchery survey made just 3 years 
ago. 

Most of this decrease occurred in businesses which had an egg capacity of less 
than 100,000 eggs, the amount of eggs that can be placed in incubators during 
a 3-week period. 

These 5,031 hatcheries produced in 1956 approximately 2.3 billion chicks, 
according to the United States Department of Agriculture. 

Poultry raising is a major source of cash farm income in the United States. 
It consistently ranks third or fourth, but even so these are not very profitable 
times for the industry. The heavy mortality among breeding farms and hatch- 
eries is proof enough of that statement. This mortality does not represent 
mergers—it represents hatcheries which have gone out of business. 

The American Poultry and Hatchery Federation is opposed to the extension 
of the minimum wage and maximum hours’ provisions of the Fair Labor Stand- 
ards Act to any and all phases of agriculture and particularly to our own field. 

We question the wisdom of striving to fix a high industrial wage scale for the 
agricultural field. 

Our industry is in a depressed state. Before we are loaded with a higher 
wage cost, it will be necessary to determine just how agriculture can afford to 
absorb the increases. We can’t get the consumer to pay them. 

We said in 1955 and we repeat that it would certainly be a sad state of affairs 
if Congress should notify poultrymen that even in the face of the current un- 
favorable market situation for chickens and eggs, the Congress by a mandate 


L is going to increase their direct costs of operation. 
i This would be a blow for agriculture especially because agriculture has no 
L way of passing along to the consumer the increased costs of production. 

It may be a fact that income of farm wage earners is below the average of 
S 


that of their city cousins. However, it also is just as true that the income of 
S the average farmer-employer is low. Just how do you expect agricultural 
r employers to pay the higher wages? 

e Assuming there was some method by which agriculture could pass along its 
higher costs to the consuming public, would this not touch off another spiral of 


e inflation? Would the laboring man or the white-collar worker gain if food 

- prices were hiked? 

e However, since we do not envision any method by which the poultry breeder 

d could pass along his higher wages, here is what is likely to happen: The farm 
employer will, as fast as his finances permit, mechanize his farm operation and 

3S 


endeavor to free himself from the necessity of employing any outside help at all. 
I Does this benefit the farm laborer? 


1d It would be economically unsound to apply the minimum wage and maximum 
hours’ scale to agriculture. 

0 In the event some way could be found to pass along the higher labor costs to 

se the consumer, we believe that Congress should reflect upon the new problems 

at posed for United States agriculture in terms of moving surpluses onto the world 

in market. Higher labor costs would add to our woes in offering surpluses abroad 


at competitive levels. It would be necessary to call upon the United States 
Treasury for larger subsidies. 
It is noted that some interests would make minimum wages and maximum 
hours’ provisions applicable to retailers in certain classes. 
It is not our intention to comment on the wisdom of this where large depart- 
ment stores are concerned and where annual volume is in the millions of dollars. 
When it comes to our own industry, however, we can see where any such move 
would merely hasten the tendency toward fewer and larger poultry hatchery 
and breeder units where such concerns carry on a sideline activity retailing feeds, 
ngs poultry equipment, and biologics as a local service. 
The seasonal nature of agriculture must also be reckoned with when it comes to 
the matter of maximum hours in a workweek. Weather conditions frequently 
t is require the agricultural employer to adopt emergency work measures in order 
ode to complete a job. Mother Nature must be reckoned with. 
Jur The present scope of the Fair Labor Standards Act is such that agriculture 
does have to be competitive to a certain extent in obtaining its working crews. 
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This is particularly true of production units near industrial areas. To create a 
straitjacket of wages and hours for all agriculture, however, would result in 
widespread repercussions, much more so than has been the case in industry. 

It is the position of our organization that no change should be made in the 
present Fair Labor Standards Act with respect to its application in the field of 
agriculture, animal and poultry husbandry. 


AMERICAN PuBIC WELFARE ASSOCIATION, 
Washington, D. C., March 20, 1957. 
Hon, WAYNE MORSE, 
Senate Committee on Labor and Public Welfare, 
United States Capitol, Washington, D.C. 


My Dear SenatoR Morse: The American Public Welfare Association has 
authorized me to express to you its support of the objectives of 8S. 1267, a bill to 
amend the Fair Labor Standards Act of 1938 to provide coverage for employees 
ef employers who are engaged in activities affecting interstate commerce and 
to eliminate certain exemptions. 

Our association is a national nonpartisan organization, with membership as 
follows: State and local departments of public welfare (including Common- 
wealth and Territories) ; persons engaged in public welfare at all levels of 
government; and individuals outside government who are interested in public- 
welfare programs. 

Affiliated with the association are several national councils, including State 
administrators of public welfare, local administrators of public welfare, State 
child-welfare directors, and State and local public welfare board members. 

Thus the American Public Welfare Association is made up of professional 
people who are responsible for the administration of programs of public welfare, 
as well as specially informed laymen. These programs include, in all States, 
the programs of public assistance to the needy aged, blind, disabled, and depend- 
ent children and, in some States, programs of general assistance to other needy 
persons. 

Many recipients of public assistance and general assistance are not themselves 
in the labor market; they are kept therefrom by advanced age, youth, prolonged 
illness, and other causes. Many, however, are members of families, or have 
close relatives, who are workers. The earnings of these workers often contribute 
to the support of assistance recipients, and the amount of the contribution 
naturally depends in large part upon the amount of their earnings. Moreover, 
most States have laws holding members of families and close relatives respon- 
sible, in some measure, for the support of persons in need of assistance. 

The American Public Welfare Association believes that some of the detrimental 
effects of low wages are as follows: 

1. A level of nutrition in family diets below acceptable health standards. 

2. Insufficient and out-of-season clothing, another threat to health and em- 
ployment opportunities. 

3. Neglect of elementary health needs and the inability to obtain adequate 
medical care. 

4. Crowded and insantitary houses, thus producing slum areas, which too 
often become a breeding ground for crime and juvenile delinquency. 

5. Inadequate education and premature employment thus handicapping indi- 
viduals throughout their lives. 

These effects of inadequate incomes are in many cases the direct or indirect 
reasons for application for public assistance, and for assistance payments sup- 
plementary to OASI benefits. Public welfare workers have long advocated 
measures such as minimum wages, social insurance, and other similar programs 
which will aid in preventing the need for public assistance. 

We add our testimony, therefore, in support of the objectives of S. 1267, which 
would amend the Fair Labor Standards Act to provide minimum-wage coverage 
for certain employees engaged in activities affecting interstate commerce. 

Sincerely yours, 
(Mrs.) Marre D. Lane, 
Washington Representative. 
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AMERICAN PULPWOOD ASSOCIATION, 
New York, N. Y., March 27, 1957. 
Hon. JoHn F. KENNEDY, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 


Deak SENATOR KENNEDY: On March 14 last, Mr. Robert E. Canfield and I 
testified on behalf of the American Pulpwood Association before you, as chair- 
man of the Subcommittee on Labor. Our testimony was concerned, primarily, 
with illustrating the vital need of the pulpwood industry in the United States 
of the retention in the Fair Labor Standards Act of sections 7 (b) (3), the 
seasonal exemption, and 13 (a) (15), the 12-man exemption. We also ex- 
pressed the need for a better definition of the term “employee,” as used in the 
act, and urged the favorable consideration of S, 1512, recently introduced by 
Senator Capehart. 

Several weeks prior to our testifying, your subcommittee heard the testimony 
of Mr. A. F. Hartung, president of the International Woodworkers. Mr. Hartung 
presumably quoted a portion of an address which I had delivered last year and 
made a number of other statements which I strongly feel need clarification and 
answering. Because of the limited time available to us for testifying, we re- 
quested permission from you to submit a letter to the subcommittee with 
respect to Mr. Hartung’s statement. Permission was granted. We request 
that this letter be included in the record of these hearings. 

Karly in Mr. Hartung’s statement, he concluded that the Fair Labor Standards 
Act “is primarily designed for the protection of working men and women who 
are unorganized and lack the equality of bargaining power with their employers, 
needed to negotiate adequate wages as a matter of contract.” The basis for this 
conclusion is far from understandable in the light of the history of wage-hour 
legislation. As has been emphasized by the United States Supreme Court, the 
principal purposes of the act are to spread employment by bringing financial 
pressure on the employer through the overtime pay requirement and to compen- 
sate employees for the burden of an excessive workweek. 

Mr. Hartung’s statement reflects a number of misinterpretations of fact and 
thus conveys two entirely erroneous impressions; namely, that woodsworkers do 
not receive a living wage and are exploited by their employers and, second, that 
these claimed injustices help to subsidize the earning of the large lumber and 
paper companies. He would have you believe that both of these supposed results 
flow from the existence of the 12-man exemption and from the minimum wage 
and overtime provisions of the act. 

Mr. Hartung repeatedly implied that woodsworkers do not receive even the 
national $1 per hour minimum wage for their labor. Our testimony before this 
subcommittee, both this year and in the past, and the testimony of others engaged 
actively in the pulpwood industry in various parts of the country, has shown 
this not to be the case. 

Unfairly, Mr. Hartung quoted out of context a portion of an address which I 
made at the annual meeting of the National Paperboard Association last Novem- 
ber. He introduced the quote by inferring that the American Pulpwood Associa- 
tion has recognized the “plight of these woodcutters.” In fact, I was not refer- 
ring to any “plight,” as Mr. Hartung calls it, of woodcutters, but rather to the 
problems of pulpwood producers in the face of a dwindling labor supply. 

In addition to certain minor misquoting, Mr. Hartung conveniently deleted the 
most important material of all from the portion of my speech which he has used. 
For the record, I would like to set forth this deleted portion: 

“More than two-thirds of all pulpwood produced in the United States at the 
present time is cut and delivered from lands owned by farmers, small woodlot 
owners, and small forest owners. It is likely that this industry will always 
depend upon this class of landowner for close to half or more of its total pulp- 
wood requirements. Incidentally, there are about 3.4 million farm woodlot 
owners in the United States and their average forestland holding is less than 
50 acres,” 

My figures are correct and should be an answer to Mr. Hartung’s statement, 
“There has been a continuing trend, on the part of lumber and paper companies, 
to contract and/or subcontract their logging operations to establish working 
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units that do not exceed 12 employees.” The fact remains that most pulpwood 
comes from the land of small farmers, small woodlot owners and small forest 
owners, who, in turn, hire small groups of men to harvest pulpwood, or they 
may sell stumpage rights to small producers. As the demand for pulpwood 
has increased, more and more small farmers and small landowners have engaged 
in part-time production. This can hardly be said to be indicative of the trend 
mentioned by Mr. Hartung. There has been and is no such trend. 

Removal of the 12-man exemption from the act, as urged by Mr. Hartung, 
would, indeed, as he quotes “put a lot of such operations (small logging and 
forestry activities) out of business, and would substantially increase the costs 
and difficulties of doing business by the survivors.” This would not happen 
because of the strained reason that Mr. Hartung gives; i. e., that large and pow- 
erful lumber and paper companies have taken to subcontracting their logging 
operations but rather because the small independent businessmen of the forest 
products industries will be hit with the impossibility of compliance with the 
detailed recordkeeping provisions of the law. 

Congress recognized this when it amended the law in 1949. Recognition was 
not given by Congress to what Mr. Hartung calls “political logrolling of the 
worst kind,” but to the dicates of nature under which the pulpwood industry, 
of necessity, operates. 

Respectfully yours, 


W. S. BRoMLEY. 


STATEMENT OF THE AMERICAN RETAIL COAL ASSOCIATION ON PROPOSALS TO 
BROADEN COVERAGE UNDER THE FArR LABOR STANDARDS ACT 


Mr. Chairman and members of the committee, my name is R. J. Johanson. 
I live in Chicago, Ill., and am executive vice president of the American Retail 
Coal Association, on whose behalf this statement is being made. 


1. The American Retail Coal Association is a trade association national in 


scope, whose members are engaged in the sale of bituminous coal at retail to 


Its membership, 
in addition to individual coal retailers throughout this area, includes approxi- 
mately 55 local, State, and regional retail coal associations. It has consistently 


ultimate consumers throughout an area covering 27 States. 


for a great number of years been recognized as the representative of the retail 
branch of the bituminous coal industry and has appeared and heen recognized 
as such representative before various committees of the Congress, governmental 
agencies, and administrative bodies, including previons appearances before con- 
gressional committees and subcommittees, and the Administrator of the Wage 
and Hour Act in connection with previous amendments to the Fair Labor 
Standards Act. 

2. The members of this association are for the most part individual business- 
men, partnerships, or small corporations engaged in selling coal in their respec- 
tive local communities at retail to ultimate consumers, such as private house- 
holders, apartments, dairies, laundries, stores, schools, hotels, hospitals, churches, 
and public and private institutions for heating purposes. They may also sell to 
small factories, but the large factories, utilities, and so forth, are not customers 
of the coal retailer, as they generally have their own track or dock facilities 
and procure their coal direct by barge or by railroad carload shipments to their 
own side tracks. The coal retailer customarily has his own yard, side track 
facilities, office, local sales force, and employees and facilities for local selling 
and delivering the coal stored in his yard by truck to local customers. In the 
coal industry sales by such retailers in less than carload lots and delivered 
to the customers by truck have been recognized as retail sales. The coal retailer 
may also make some sales for resale such as to peddlers or other coal dealers, 
which sales have not been recognized by the Wage and Hour Administrator as 
retail sales, and, where such sales for resale have constituted 25 percent or more 
of the dealer’s business, we have consistently recognized in such comparatively 
few instances that such dealer is not entitled to the retail exemption, although 
it would still remain a question in any particular case as to whether or not the 
particular employee was engaged in commerce or other production of goods for 
commerce. 

3. We understand that some of the proposed amendments would change the 
general coverage provision from “in commerce” to “affecting commerce.” We 
are opposed to such change, first, because without the benefit of any of the 
exemptions it would subject the employees of almost every local business to 
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coverage under the act instead of as at present leaving purely local business 
to regulation by the respective States, as was intended by Congress under the 
present act; and, second, there is now, through the large number of court cases 
that have been decided since the original passage of the Fair Labor Standards 
Act and through regulations of the Administrator issued pursuant to said act, 
a reasonably well understood meaning of what is encompassed by the “in com- 
merce” phraseology of the present act, which guides of course would not be 
available under the Fair Labor Standards Act case decisions if the coverage ter- 
minology is now changed. 

4. We are, however, primarily concerned with the retention of the present 
retail exemption under the provisions of section 13 (a) (2) of the Fair Labor 
Standards Act, and particularly with the provisions defining retail or service 
establishments as including sales ‘recognized as retail sales or services in the 
particular industry.” 

Without attempting to analyze all of the various amendments to the act which 
have been proposed, it is our opinion that under various proposals which we 
have examined, such as denying the retail exemption to businesses having four 
or more separate establishments and having sales in excess of $500,000, very few 
employees of coal retailers would be added to the employees already covered. 
However, in the few instances where businesses meeting such number of unit 
and volume requirements would lose the existing retail exemption and be sub- 
ject to coverage it would create a chaotic condition in the industry and possibly 
an unfair competitive position without measurably aiding any substantial num- 
ber of employees of retail coal dealers. 

5. It is difficult to imagine a business more local in nature than that of the 
retail coal dealer. His sales, except in a relatively few localities bordering on 
State lines, are normally 100 percent intrastate. The nature of the product and 
business are such as to confine such sales to a neighborhood relatively close to the 
dealer’s yard. He is only brought under the possibility of coverage ordinarily 
because of the fact that the coal which he stocks and sells in many cases is 
not produced in his own State but is shipped to his yard. In a large operation 
it might be possible to segregate the work of the employees, confining coverage 
to only those employees directly concerned with the incoming out-of-State ship- 
ments until the same has come to rest in his yard. The large operator by 
such segregation could eliminate coverage for most of his employees, but the 
typical small local retailer does not have a force large enough to permit such 
segregation. He may have only a few employees who are required to do every- 
thing in connection with the business, thus prohibiting such segregation. This 
would in effect, if the existing retail exemption is to be denied, put the small 
retailer toa disadvantage to the large one. 

6. The retail coal business particularly needs to retain the existing retail 
exemption. The business is of such local nature that it is properly subject to 
State and local regulation rather than national insofar as wages, hours, and work- 
ing conditions are concerned. As is well known, the coal business has been subject 
to severe competition from competitive fuels. The retail coal business is highly 
seasonal. A loss of the retail exemption in the retail coal industry would gen- 
erally be detrimental to the employees. Instead of the present tendency of 
keeping the employees on the payroll during a slack season and working them 
somewhat longer hours during the busy season, with an attempt to keep a 
relatively stable force, this trend would necessarily have to be reversed. 

For all of the above reasons we strenuously oppose any amendment to the 
Fair Labor Standards Act that would broaden its present coverage language 
and particularly any amendment which would deny the existing retail estab- 


lishment and service exemption to the typically local bituminous retail coal 
dealer. 





STATEMENT OF Lioyp W. KING, EXECUTIVE SECRETARY OF THE AMERICAN TEXTBOOK 
PUBLISHERS INSTITUTE, REFERENCE Book DIVISION 


The American Textbook Publishers Institute is made up of the 72 leading 
American publishers of school textbooks and reference books. The members 
of the institute publish and sell approximately 94 percent of the school and 
college textbooks sold in the United States. The members of the reference book 
division of the institute publish and sell approximately 97 percent of the reference 
books published and sold in the United States. 
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Among the reference books produced by the members of the association are 
such well-known encyclopedias and reference books for adults and young people 
as Childcraft, Collier’s Encyclopedia, Compton’s Pictured Encyclopedia, Ency- 
clopaedia Britannica, My Book House, the American People’s Encyclopedia, 
Encyclopedia Americana, American Educator Encyclopedia, Book of Knowledge, 
the Child’s World, the How and Why Program, the World Book and the 
Volume Library. 

The method of the operation of the reference-book industry is that of selling 
direct to the consumer by salesmen and saleswomen working on a purely com- 
mission basis. This has been the procedure for many, many years. Reference 
books are like life insurance in this respect. Everybody knows their value, but 
experience has shown that sales must be made by the direct personal contact of 
specialized sales personnel. Few would buy such books over the counter, 
Similarly, relatively few people would buy life insurance if it were not pre- 
sented by informed salespeople. Conscientious parents appreciate having the 
educational values of reference books presented by a trained reference book 
representative. 

The reference book salespeople have heretofore been exempt from wage-hour 
legislation. This entire problem was explored at great length prior to the 
enactment of the present law in 1938 and the unique position of outside salesmen 
in this industry was recognized by the framers of the Fair Labor Standards 
Act. 

Reference books are sold to families, schools, colleges, and libraries. Parents 
buy over 95 percent of the reference books sold each year. Schools and libraries 
account for less than 5 percent of the total sales. Therefore, if it were not for 
the home sales, there could be no encyclopedias as we know them. Without 
home sales the cost per reference set would be so high that virtually no school 
or library would be able to afford them since the industry’s ability to sell refer- 
ence books at prices which so many people can afford is directly dependent upon 
maintaining a large volume. 

It is quite clear that if the sales people in this industry, who number between 
50,000 and 60,000 people, were placed under a maximum hour and minimum 
wage regulation, as has been proposed in certain of the bills before the sub- 
committee,’ the present method of doing business would have to be basically 
changed. Such a change would do a serious injury to many persons employed 
in the industry—particularly those who work on a part-time basis, who are by 
far the largest group. 

A major difficulty in the application of wage-hour legislation to the reference 
book salespeople stems from the fact that salespeople in this industry cannot 
be supervised or controlled with respect to the hours they spend in making their 
calls. They necessarily work for such hours and at such times as they see fit 
or their necessities allow. Since the purchase of an encyclopedia is usually an 
important expenditure for a family, the salesperson must often see the man of 
the family at night or over the weekend. A particular salesperson may make 
most of his calls over the weekend or at night. 

Reference-book publishers would have no way of ascertaining whether the 
salespeople really had worked 40 or 50 hours in a week, if they said they had. 
The publishers could maintain no records which would have any assurance of 
reasonable accuracy. The salespeople do not report to anyone when they go 
out and when they return. Indeed, no such requirement would be possible, 
inasmuch as salespeople are scattered about over a wide geographical area. 

The problem is further aggravated by the large number of part-time selling 
personnel who work for a number of companies in this industry. These part- 
time salespeople are generally people who work in the field in their spare time 
to supplement income from other sources. Retired and elderly persons work 
at the times they wish. Schoolteachers often engage in selling during their 
summer vacations. Housewives undertake selling activities when their house- 
hold responsibilities permit. 

Most of these individuals could not undertake to work any fixed number of 
hours per week. In many instances the part-time people make calls in 1 week 
and make none at all for several weeks. In view of their irregularity of work, 
this group could hardly be expected to be able to maintain records of their hours 
of work which would be at all reliable, or to reach the efficiency of a full-time 
worker in the few hours they can actually work in the field. However, this 


1 Specifically, S. 1267 and S. 1273. 
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group, since it is a very large one, produces overall a substantial volume of 
business which contributes materially to the economies resulting from large- 
seale production. If the companies were required to pay minimum wages to 
this group based upon their own estimates of their working time, it would be 
necessary to limit or even to discontinue the employment of these people. Such 
a development would be very injurious to the part-time worker, since the supple- 
menting of pensions or family incomes is for the most part of great assistance 
to them. 

Even so-called full-time salespeople often work rather sporadically, since that 
is frequently the temperament of people who are capable at that type of work. 

Any formula for minimum wages and maximum hours which is geared to a 
regular place of business and regular working hours cannot be applied in the 
reference-book industry to salespeople in the field. Since there is no very direct 
relationship between hours worked and amounts earned, the general formula 
which is based upon such relationship is inappropriate to the point of being 
inequitable in this industry. 

It is obvious that the necessity of paying minimum wages based upon a given 
week’s reported but unverifiable hours and without regard to the hourly earn- 
ings of other weeks would make the present method of operations impossible. 
The part-time salespeople would have to be limited in number or eliminated 
entirely. Those who are fully engaged in the business, on what might be termed 
a professional basis, make an income far in excess of any minimum-wage require- 
ment. As might be expected, those who engage in the business on a part-time 
basis (a group which constitutes a substantial part of the sales force) have 
so wide a variation in earnings from this source that any generalization is not 
particularly informative even if one could be made. However, as to these indi- 
viduals, the earnings are supplemental to other earnings or income. Their basic 
livelihood is not dependent upon their commissions. 

In view of the importance of reference books to the educational and cultural 
life of the people as a whole, it is submitted that the wage-and-hour law should 
not apply to the salespeople in this industry because: 

1. Of the impossibility of control or supervision. 

2. A great majority are part-time workers whose earnings in this industry 
supplement other income. 

3. A general wage-hour formula where there is no direct relationship between 
hours worked and commissions paid is inequitable in this industry. 

This entire situation is, therefore, unlike that of the millions of employed 
persons with which the wage-and-hour legislation is concerned. 


STATEMENT OF CHESTER C. THOMPSON, PRESIDENT, THE AMERICAN WATERWAYS 
(OPERATORS, INC., WASHINGTON, D. C., ON PROPOSED AMENDMENTS TO FAIR LABOR 
STANDARDS ACT, 1938 


My name is Chester C. Thompson. I am president of the American Waterways 
Operators, Inc., a national association of domestic water carriers and operators 
serving the inland rivers, intracoastal canals and waterways, the bays, sounds, 
and harbors of the United States. The association maintains its principal office at 
1025 Connecticut Avenue, NW., Washington, D. C. The members of the associa- 
tion constitute a substantial and important factor in the national transportation 
system and, as such, are an important element in the national defense program. 

It has been my privilege to appear before committees of both the Senate and 
the House in several previous Congresses when similar legislation to amend the 
Fair Labor Standards Act of 1938 was under consideration. As a matter of 
fact the issue presented in bills introduced in this Congress—as to whether seamen 
should be included in the Fair Labor Standards Act—has been before the Congress 
frequently since enactment of the original statute in 1938, and every Congress that 
has considered this question has decided not to include seamen or vessel em- 
ployees under this act. It is hoped that this committee and, in turn, this Congress 
will give due consideration to the sound reasoning why these employees have 
never been covered under the Fair Labor Standards Act; why they should not 
now or in the future be covered, and follow the precedent established by retaining 
exemption of such employees in the act. 

The members of this association are definitely opposed to the provisions of any 
of the bills introduced in this session of the Congress which, if enacted into law, 
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will make all vessel employees on the inland rivers and waterways, including 
bays, sounds, and harbors, subject to the Fair Labor Standards Act of 1938. 
Basically, it is believed that—as is the case in many general statutes which, of 
necessity, must be written to fit industry generally in the United States—the pro- 
visions of these bills are not adaptable to the factual operating problems con- 
fronting the “inland vessel industry’. I feel that I can demonstrate to the 
committee these practical difficulties. 

Further, it is axiomatic that the Congress not enact legislation without a 
purpose and, I believe, I can show that there would be no purpose served by 
including seamen under the coverage of the Fair Labor Standards Act of 1938, 
as amended. 

First, permit me to review for the benefit of the committee, the functional 
aspects of inland waterways transportation and the operating problems involved, 
many of which would be further complicated by including vessel employees in 
the Fair Labor Standards Act of 1938. 

By and large, the vessels operated by members of this association on the waters 
heretofore referred to are relatively small and, therefore, are limited in their 
earrying capacity insofar as vessel personnel is concerned. Furthermore, operat- 
ing conditions are variable within the industry. For example, many operators 
perform docking and undocking services; that is, they berth and assist in the 
departure of the great ocean liners and big cargo ships and tankers that ply 
our harbors. These harbor operators generally dispatch and crew their vessels 
in such a manner that they return to their base at the end of a working day, 
and new crews take over if the vessel is needed for further service. Other 
operators are strictly in the towing business. Here you find the problem of 
integrating operations involving tows of a few hours duration, or a few days 
duration, with those that require weeks to complete, such as a through move- 
ment from Brownsville, Tex., to the reaches of the upper Mississippi and Ohio 
Rivers. 

From an operational standpoint, it should be kept in mind that the industry, 
by and large, is classified as sinall business and has been so treated by numerous 
agencies of the Federal Government. The majority of the companies are family 
owned, generally growing out of some ancestor’s personal operation of an old- 
time tugboat. As such, they are not in a position to assume unnecessary 
burdens—even administrative burdens—that would be incurred by their inclusion 
in the present bills, regardless of the substantive provisions having to do with 
minimum wages and overtime. 

Along these same lines, I wish to call attention to the fact that this privately 
financed industry has made great forward strides in providing needed trans- 
portation services, beginning with World War II to the present day: and if not 
impeded is prepared to go much further in adding services which are vital to 
our economy—both in peacetime and in case of a national emergency. Prac- 
tically the entire industry is now dieselized, either through repowering of old 
vessels or the construction of new modern vessels. An adequate fleet of all- 
steel barges for general purposes and for many specialized purposes, has been 
built and is being expanded constantly. I do not know of any instance where 
this has been done with Government aid, although the Government has benefited 
directly from this free American enterprise. These are all factors that should 
be kept in mind in connection with the issue here presented. 

Finally, it should be emphasized that transportation in the United States is 
highly competitive, one form as against the other; that is, the rails versus 
the water carriers, versus the trucklines. The infant of these, of course, is the 
inland waterways industry, asit is known today. It is the one that is struggling: 
it cannot carry any extra load, resulting from legislation or otherwise. 

Despite all of that, however, this industry has kept pace and, in most in- 
stances, outdistanced American business generally in improvement of condi- 
tions for its personnel. The vessels referred to provide small but excellent 
accommodations for the crew and they are provisioned in such a way as to 
supply food far above the standard. Last, but not least. these personnel 
have been given increases since the time of the War Labor Board far in 
excess of industry generally, so that today vessel employees in this industry 
are relatively higher paid than in other industries, all factors considered. 

Masters and pilots, chief engineers and assistants on inland vessels today 
earn an average of about $1,000 per month. The unskilled labor—that is the 
mess boys or mess girls who actually are waiters or waitresses, kitchen helpers, 
and unskilled deck hands—earn on the average more than $300 per month. 
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In addition, these employees are all furnished food, lodging, and full sub- 
sistence, as well as substantial other benefits in addition to their base pay. 
At present the average cost of providing subsistence is at least $3 per day per 
employee, and it continues to increase. 

Some criticism has been addressed concerning the alleged long hours worked 
by employees on the vessels. Such criticism comes from those unfamiliar 
with the working conditions on such vessels. Due to the limited space available 
on these small vessels only two crews can be carried. They work what is known 
as a square watch—that is, 6 hours on duty and 6 hours off, or 12 hours per day, 
7 days per week. However, most of the employees on the vessels—even during 
this 12-hour work period—are not working in the sense that a factory em- 
ployee is working. Except for those actually operating the boat, most vessel em- 
ployees are on standby during their work period. 

Those employed aboard a towing vessel on the inland waterways of the Nation 
work under what must be considered ideal conditions. By operation of collective 
bargaining agreements, which form the basis of the general pattern of the in- 
dustry, they are given most substantial time off with full pay. These time-off 
allowances have steadily increased, almost year by year, and are now approaching 
1 day off for each day worked. In fact, by June 1, 1958, that will be the 
actual situation. Very few, if any, other types or classes of personnel receive 
such liberal time off with full pay provisions, and thus, it is not believed that 
towing vessel employees need, or perhaps even desire, coverage under the 
Fair Labor Standards Act. 

In view of the fact that the vessels are small, all personnel have a very 
close and intimate relationship; they live together and, for all intents and pur- 
poses, are excluded from the outside world for periods of sometimes 30 to 60 
days. By individual bargaining or by bargaining between their unions and the 
companies, or between themselves and the companies, vessel employees have 
fared well, and the enactment of any legislation which would bring them under 
the coverage of the Fair Labor Standards Act of 1938 would—without a doubt— 
disturb the existing relationships between employees and employers. It would 
also accomplish a most undesired general upheaval of the historically well- 
defined relationships between the various classes employed upon such craft. 

While all vessel personnel have fixed hours, nevertheless they are subject to 
the captain’s orders at times of emergency, whether they are asleep in their 
bunks, partaking of a meal, or actually on duty. In short, the captain of a ves- 
sel—even on the inland waterways—is “‘king.”” When in his judgment the vessel, 
its cargo, or in our case, the tow is in danger, he can muster the entire crew 
to quarters for the duration of the emergency, be it for an hour, a day or a 
week. Under such circumstances, this provision would cause nothing but turmoil. 

Several of the bills pending before this subcommittee contain an amendment 
to subsection (m) of section 3 of the Fair Labor Standards Act of 1938, which 
is a proviso with respect to board, lodging, and other facilities furnished em- 
ployees which would also bring about confusion that does not now exist. In 
the event such an amendment should be enacted, it could possibly result to the 
detriment of the employee, which is not desired by the employer and surely 
would not be the wishes of the labor unions involved. I have reference to the 
fact that the enactment of a bill of this nature might, of necessity, force the 
companies to cease and desist from providing food and establish on their vessels 
a cafeteria system where the employees could purchase their meals. If this 
were necessitated, it should be obvious to all that in the final analysis, vessel 
employees would suffer a reduction rather than an increase in take-home pay 
and other benefits. 

This industry has shown itself to be an important transportation factor in 
wartime and in times of national emergency. During World War II, for example, 
the industry mustered itself, set up industry committees, coordinated its 
operations, and moved huge quantities of essential materials such as petroleum, 
coal, sulphur, iron and steel, and scrap to the consuming inland points. 

Prior to the war these points—particularly in the case of petroleum—had been 
served by oceangoing tankers moving via the east coast to refineries in northern 
areas, from whence the final product was distributed inland. As you gentlemen 
know, these tankers suffered many casualties because of enemy submarine action 
and were withdrawn from service; they were also withdrawn because of offshore 
needs. In addition to filling this need to keep petroleum and other products 
moving, the industry “floated down” war vessels constructed on the Great Lakes 
to the open ocean, where they were put into operation against the enemy. 
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In fulfilling the demands being constantly made for more and more transporta- 
tion services—both general and specialized— the inland-waterways industry has 
also demonstrated that it has a necessary role to perform and the capabilities to 
perform it in the peacetime economy of this Nation. In the 8 years immediately 
following World War II, cargoes transported by the industry increased more 
than 38 percent. In the same period, the ton-mile service rendered increased 
over 182 percent. Obviously, this industry could not have shown such growth 
except that it renders vitally needed services. 

It is the consensus of the barge and towing vessel industry that so-called 
wage and hour legislation is not adaptable to inland water transportation and its 
related services. Permit me to repeat that previous committees and previous 
Congresses have considered this matter and have always reached the conclusion 
that seamen should not be included in such legislation; and it is the unanimous 
hope of members of the barge and towing vessel industry of the United States 


that this committee continue the exemption now embodied in the Fair Labor 
Standards Act of 1988, as amended. 


ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., March 18, 1957. 
Hon. JoHn F. KENNEpy, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Senator: This association wishes your committee to know its views 
with respect to the amendments to the Fair Labor Standards Act that have 
been proposed in 8. 1267. We would appreciate it if you would include this 
letter in the record of the hearings. 

We wish to record our strong opposition to those provisions of S. 1267 that 
would bring seamen within the minimum wage provisions of the Fair Labor 
Standards Act. We base our objections upon the ground that the provisions 
proposed are discriminatory, unnecessary, and a duplication of provisions al- 
ready contained in section 301 of the Merchant Marine Act, 1936. 

The proposals with respect to the inclusion of seamen would be discrimina- 
tory since, contrary to the requirements as to other employees, the value of the 
board, lodging, and other facilities furnished them would be excluded from 
the computation of their wages, in accordance with the proviso proposed to be 
added at page 3, lines 16 through 20 of the bill. This proposal would mean 
that seamen would be treated differently than other classes of employees. As 
a result, the minimum wage prescribed for seamen would be higher than that 
applicable to other employees in that their wages would be required to equal 
the cash value of their board, lodging, and other furnished facilities plus the 
minimum hourly wage required to be paid employees generally. Such a pro- 
posal seems unfair and we submit that if seamen are to be brought within 
the minimum wage provision of the law, their inclusion should be accomplished 
only on a basis similar to that applicable to employees in industry generally. 

Another evidence of the discrimination that would result is the fact that 
shipowners are required to pay payroll taxes not only on the amount of wages 
paid to the seamen in his employ in cash, but also on “the cash value of all 
remuneration paid in any medium other than cash * * *.” (Internal Revenue 
Code of 1954, sec. 3301 and sec. 3306b.) We submit in all earnestness that 
it would be grossly unfair for the Government on the one hand to tax the ship- 
owner with respect to compensation paid in the form of subsistence and on the 
other hand to deny that the amounts upon which payroll taxes are collected 
are in fact payroll items for the purpose of the Fair Labor Standards Act. 

This inequitable result can be obviated by the following amendment: 

Page 3, strike out all beginning with the colon on line 16 through “employer” 
on line 20. 

It seems clear, however, that the exemption of seamen from the Fair Labor 
Standards Act should be continued. That exemption was founded on public 
recognition of the special conditions of work that necessarily prevail on ship- 
board and on recognition of the internationally accepted system of maintaining 
three standing watches at sea. Seamen are vigorously represented by mari- 
time unions and a complicated but highly paid scale of basic wages, premium 
pay, overtime rates, and working rules—all of which amount to more than 
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minimum wage rates under the statute—has been agreed upon through years 
of collective bargaining. 

To superimpose the rigid formula requirements of the Fair Labor Stand- 
ards Act on the complex wage pattern worked out in collective bargaining 
agreements between shipowners and maritime labor would not only be imprac- 
tical but would require major revisions in the present wage pattern. 

The proposals with respect to coverage of seamen under the minimum wage 
provisions would be a duplication of provisions now contained in section 301 
of the Merchant Marine Act, 1936. That section authorizes the Maritime Ad- 
ministration to investigate and specify equitable wage and manning scales 
and working conditions with respect to subsidized ships. To be sure, the regu- 
Jations under section 301 are enforceable on!y insofar as subsidized ships are 
concerned but, as a practical matter, the scales adopted for that portion of the 
industry set a pattern for all. Shipowners who do not operate with subsidy 
aid are nevertheless obliged, through considerations of economic self-preserva- 
tion, to observe the standards that are established for the subsidized companies. 
Since minimum wages are required under existing law to be established by the 
Maritime Administration, confusion and duplication would result from estab- 
lishment of separate and additional wage standards through amendments to 
the Fair Labor Standards Act. 

In order to obviate the unnecessary inclusion of seamen and to avoid the 
confusion and duplication incident thereto, we respectfully recommend the fol- 
lowing further amendments to S. 1267: 

Page 4, strike out all on line 15 through line 18; 

Page 9, strike out all after “seaman” on line 6 through “service)” on line 15. 
Approval of the foregoing amendment on page 9 will require the following 
further amendment: 

Page 10, strike out all after “Act” on line 1 through ‘‘vessel” on line 2. 

We respectfully urge your careful consideration of and favorable action upon 
the foregoing amendments. 

Very sincerely yours, 
GEORGE W. MorcGan, President. 





STATEMENT ON BEHALF OF AVON PROpUcTs Co., FULLER BrusH Co., C. H. Stuart, 
AND OTHER COMPANIES BY LEONARD J. CALHOUN 


My name is Leonard J. Calhoun. I am appearing on behalf of Avon Products 
Co., of New York City, N. Y., the Fuller Brush Co., of Hartford, Conn., the C. H. 
Stuart Co., of Newark, N. Y., and the other companies whose names are listed 
at the end of my statement. 

Each of these companies is concerned with the pending legislation for the 
same reason. Its products are sold door-to-door by independent distributors. 
As I shall later show, their coverage as employees under wages and hours 
provisions of the Fair Labor Standards Act would be so utterly inconsistent 
with the actual relations which have always existed between the company and 
the distributor that compliance would be impossible under present arrangements, 
which are fundamental to the very method of distribution itself. Thus, cover- 
age of the distributors in effect would outlaw the basic operations of these 
companies. 

The Fair Labor Standards Act is limited to “employees,” and its regulatory 
provisions assume that these are on the company payroll, that they have earnings 
which are either at hourly rates or can be translated to hourly rates, and that 
the company can determine and control the number of hours they work. As I 
shall show, there is an inherent difference between these basic assumptions and 
the actual situation which exists and must continue to exist as a 
incident to the direct selling business. 

The exemption of outside salesmen under the Fair Labor Standards Act, 
which would be repealed by a provision of the pending CIO-AFL bill was 
originally established because at least typically the actual situation of outside 
Salesmen does not fit into the general industrial pattern of wages per hour 
and regular 40-hour week which would make compliance feasible. 

It is significant that the Secretary of Labor in his testimony on the pending 
legislation recognized that the purposes of the Fair Labor Standards Act would 
not be served by the proposed repeal of the exemption of this broad class of 
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persons and recommended retention of the exemption. Doubtless compelling 
considerations were that typically their earnings are not susceptible of realistic 
translation into an hourly rate nor are their hours feasibly regularized into the 
pattern of 8-hour days and 40-hour weeks, but rather both must be largely 
affected by the convenience and varying needs of the customers. 

It is also significant that the President of the AFL-CIO in testifying on the 
pending bills made no reference to this exemption, and that the Director of 
Research of this organization presented a 44-page statement with an almost 
equally voluminous appendices which contained no mention of this class other 
than its inclusion in a listing of 17 classes of workers that would be covered 
by S. 1267. 

The exemption of outside salesmen has made moot the question of whether 
the various kinds of salesmen working under various kinds of arrangements 
are or are not employees within the meaning of this term in the Fair Labor 
Standards Act. “Employee” is undefined and “employ” is defined, only in the 
sense that section 3 states “employ includes to suffer or permit to work”. 
Members of this committee will recall that there has been a large volume of 
litigation and uncertainty respecting the meaning of employee under this act, 
the Social Security Act and the Labor Relations Act, and that as a result of this 
experience, the Congress felt it necessary to define employee in both these latter 
acts. 

If the exemption of outside salesmen were repealed in the Fair Labor Stand- 
ards Act, it would open up a Pandora’s box of uncertainty and litigation with 
respect to “employee” in this act unless the term “employee” is likewise defined, 
at least with respect to outside salesmen. Both the other acts used the common 
law rule as the basic definition, and that as a very minimum should be the 
limit of any outside salesman coverage. While the distributors of our products 
are clearly not employees under this rule we should like however, to make clear 
that we are not suggesting that outside salesmen who are employees under that 
rule should be, or feasibly could be, covered. 

Whether or not there are some outside salesmen whose earnings are, or reason- 
ably can be, regulated by the company—in short, whether there are some situa- 
tions where compliance with respect to outside salesmen would be feasible 
without disruptively affecting bona fide long-established business arrangements, 
is a question beyond my competence to answer. But, if so, and if the committee 
decides that some situations are such that coverage of a particular class of sales- 
man is feasible and that the public interest requires coverage of the individuals 
in this group, the appropriate approach would seem to be to define the particular 
group, or groups, by way of specific exceptions to the outside salesman exemption 
rather than by repealing the entire exemption. 

At the outset, I stated that I should later show why coverage under the wage- 
and-hour provisions of the act of the door-to-door distributors of our companies 
was not in their interest nor in the public interest, and that such coverage 
would, in effect, outlaw the basic business operations of these companies. 

Compliance with wage and hour provisions with respect to a door-to-door 
salesman selling any product would require the company, or companies, whose 
products he sells (often there are two or more) to put this door-to-door distrib- 
utor on its payroll, and control his activities—in short, to make an employee 
of him. 

Such action would in turn mean an actual change of his present relation to 
the company from that of independent distributor to that of an employee. 
Such a change would doubtless be construed to bring both him and the company 
with respect to him, within the purview of a wide variety of Federal and State 
laws and local ordinances. Despite past decisions of Congress, legislatures and 
administrative agencies, he would doubtless be ruled to be an employee and 
the company would be responsible as employer for purposes of income tax 
and social security tax withholding, unemployment compensation, workmen’s 
compensation, collective bargaining, and various other purposes. Likewise the 
company would have an employer’s responsibility for his torts and contracts, 
compliance with local ordinances and other matters. 

The situation is, in important respects, comparable with making a wholesale 
concern responsible as an employer for each corner grocer to whom it sells 
goods, for the similarities between the grocer and the door-to-door distributor 
who each decide the days and hours they will engage in selling, when they 





se 
ib- 
ee 


to 
Pe, 
ny 
ite 
nd 
nd 
ax 
n’s 
‘he 
ts, 


ale 
‘ls 
tor 
1ey 


MINIMUM WAGE PROTECTION 1031 


will go on vacation and when they will change their line of merchandise, and 
their responsibilities for tax reporting on their income and business expenses, 
compliance with ordinances, etc., are much more significant than their major 
difference—that one operates from his small store and the other from his 
automobile. 

The companies I represent have elected to look to independent door-to-door 
salesmen rather than to their own employees or to ordinary retailers as their 
method of having their products reach the ultimate consumer. By this election 
there are, of course, a series both of advantages and disadvantages, but it is one 
of the three established methods. If they and their distributors were made 
subject to the wages and hours provisions of the Fair Labor Standards Act, it 
is manifest that their established method would be foreclosed. Its disadvantages 
would remain, its advantages would be practically terminated. 

The distributors of products of these companies likewise would be vitally 
affected if wage and hour coverage were extended to them. A great many of 
them have no real choice as to whether they will or will not either open up a 
modest retail store or become an employee. Only a relatively few can stand 
the expense of establishing even a very modest store, and of these many have 
family responsibilities which would not permit them to devote the time and 
energy necessary to such an operation. Nor would their personal situation 
permit them to undertake the responsibilities of an employee, or for that matter, 
could they interest an employer in hiring their services. A great number of 
door-to-door salesmen can devote only a few hours per week to gainful work. 
Many with regular jobs undertake door-to-door selling after their regular hours 
to supplement their regular jobs. 

A great many persons, as just indicated, are vitally concerned that nothing 
be done to preclude their present opportunity of engaging profitably in the 
distribution of products from door to door at such time as they may be able to 
devote, and with their income from these activities determined solely by their 
own industry and ability in making sales, 

In view of the practical results, the proposal of imposing wage and hours 
coverage on door-to-door selling is of vital concern both from the viewpoint of 
the companies I represent and from the viewpoint of the thousands of door-to- 
door distributors who sell their products. The required termination of the 
present relationship of company and distributor and substitution of an employee 
relationship with pay and hour responsibilities required under the wage and 
hour provisions of the Fair Labor Standards Act, concerns the companies as it, 
in effect, precludes them from continuing their present distribution methods. It 
likewise coneerns the thousands of door-to-door distributors as it, in effect, 
precludes them from further engaging in door-to-door selling unless they can 
contact some company which finds it possible to engage in this kind of business 
through employees, and is willing and able to assume the responsibilities of an 
employer if they are to sell its products. 

While it may be conceivable that door-to-door selling might be engaged in on 
an employer-employee basis with regular pay and regular hours, the facts are 
that such selling is not the present method of the companies I represent, and 
there is no experience to indicate that it might be successfully engaged in by 
these or other similar companies. 

There is, however, one certainty. Wage and hour coverage would end the 
opportunity of selling door-to-door presently open to persons so engaged who 
are handicapped if not precluded by age, sex, family responsibilities and various 
other facts from obtaining employment as employees. Many thousands so handi- 
capped now engage profitably in the business of distributing products door-to- 
door, under arrangements which of necessity would have terminated if the com- 
panies concerned were precluded from having any but an employer-employee 
relationship with them. 

It is accordingly submitted that extension of the wage and hour coverage 
of the Fair Labor Standards Act to the thousands of independent distributors 
of products of companies I represent and similarly situated companies, would not 
be feasible or in the public interest, and would not further the purposes of that 
act, but instead would be profoundly disruptive of the businesses of such com- 
panies and instead of protecting would terminate the earnings and opportunities 
of thousands of door-to-door distributors. 
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The following companies, each located in Newark, N. Y., are the companies 
referred to in the first paragraph of this statement: 
©. W. Stuart & Co. 

Commercial Laboratories, Inc. 
Emmons Jewelers, Inc. 
Empire Craft Corp. 

Empire Nursery Products Co., Inc. 
Hanover China Co., Inc. 
Home Decorators, Inc. 

House of Stuart Co., Inc. 
Knight & Bostwick 

Paul D. Newton Co., Inc. 
Pitkin, Inc. 

Quaker Hill, Inc. 

Sarah Coventry, Inc. 

William C. Moore & Co. 


STATEMENT OF THE AMERICAN BAKERS ASSOCIATION WITH RESPECT TO PROPOSED 
AMENDMENTS TO THE F'AtrR LABOR STANDARDS ACT 


This statement is made on behalf of the American Bakers Association, the 
national trade association of the wholesale and home service baking industry. 
The membership of the association ranges from the small 1-plant company with 
25 to 30 employees to multiplant companies having establishments in several 
cities. Also included among our members are many retail bakeries although 
that segment of the industry has its own national association. 

The baking industry is the second largest food processing industry in the 
country. Its products are bread, cakes, pies, cookies, and biscuits—among 
others. The industry is essentially local in nature and operation. Its products 
to a very large extent are perishable and immediately after production are 
distributed in the local marketing area for resale to consumers. As an industry 
we provide steady, stable employment at good wages to some 300,000 employees. 

In this statement we wish to comment on those proposals to amend the Fair 
Labor Standards Act which would: 

1. Extend the coverage of the act to activities affecting commerce. 

2. Eliminate the exemption from section 7 in section 13 (b) (1) of employees 
with respect to whom the Interstate Commerce Commission has power to es- 
tablish qualifications and maximum hours of service pursuant to the provisions 
of section 204 of the Motor Carrier Act, 1935. 

8. Eliminate the exemption from sections 6 and 7 in section 13 (a) (1) of 
employees in the capacity of outside salesmen. 

4. Eliminate the exemption from section 6 and 7 for retail employees under 
section 18 (a) (4) and (18). 


ACTIVITIES AFFECTING COMMERCE 


We are opposed to the general extension of this act to activities affecting 
commerce. No need has been shown for such extension of coverage. No 
bakery operator whose activities are not covered by the present act could be 
sure that he would continue in such status if such new criteria are to be 
enacted. He would act at his peril while awaiting determination from the 
Department of Labor or the courts as to his actual status under the law 
which might not be forthcoming for several years. This would be an intolerable 
burden which the Congress should not seek to impose on business where no 
benefit to the employees will result. Under the present law there has been con- 
siderable litigation to determine coverage yet uncertainty and disagreement 
still persist in some areas. There is little doubt that such an extension would 
cause higher operating costs in our industry without producing any benefits for 
employees which they do not already have. 

The Secretary of Labor, Mr. Mitchell, cogently stated the case in his testimony 
of February 25 when he advised this committee, “under the Fair Labor Stand- 
ards Act, the line of coverage must be drawn as precisely and definitely as it can 
be, so that employers and employees may understand its application from the 
facts that they know. Wages have to be paid each pay period, and if the law 
applies, it must be complied with at that time.” 
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In the baking industry the minimum wages far exceed the existing statutory 
minimum of $1 per hour and the average wage is much cioser to $2 per hour. 
The increases in wages of our employees have generally exceeded the national 
average both in direct payments and fringe benefits. We believe further ex- 


tension of Federal control is not necessary and cannot be justified to meet the 
declared objectives of the act. 


‘OUTSIDE SALESMAN EXEMPTION 


The baking industry has approximately 100,000 driver-salesmen who would be 
affected should the exemption for outside salesmen be eliminated. As has 
been pointed out by our association in previous congressional hearings on 
similar proposed amendments to this act, this exemption was inserted at the 
time of the act’s original passage because Congress recognized that the nature 
of the work of outside salesmen was sufficiently different from production work- 
ers and other categories covered by the act to justify their exemption. The 
nature of their work has not changed materially and the reasons for exemption 
are still valid. Bakery driver-salesmen, as any other outside salesmen, sell 
products away from the place where they are manufactured. They are as- 
signed to specific territories or routes where they sell to grocers or household 
consumers and receive commissions on their sales. 

The earnings of a driver-salesman are determined by the degree of ability, 
imagination, effort, and time he puts into his work. From the time he leaves 
the plant until he returns, he is completely on his own to do all the things that 
a successful salesman should do to promote the sale of his products. Usually, 
he has no fixed operating schedule. Generally, his sales and relations with his 
customers depend on their convience, not his. As a result, he cannot be under 
a time clock regulation because the buyer—his customer—determines the hours 
the salesman must follow. It is impracticable to subject the outside salesman 
to any fixed number of hours because frequent and substantial variation in 
hours is inherent in the nature of merchandising and distributing bakery 
products. 

The salesman must be alert to changes in outlets in the area he serves. He 
must establish accounts in new outlets. Today, more than ever, he is com- 
peting with other foods for a share of the consumers’ food dollar. He must be 
alert and have the salesmanship to sell enough of his products to get his fair 
share of that dollar. He must merchandise by displaying his products in the 
stores and push point of sale advertising to promote sales to the consumer. In 
short, he is required by his individual efforts with his customers to gain and re- 
tain an established position for the products he sells. It is apparent that one 
who is engaged in such sales endeavors cannot and should not be controlled by 
regulated hours. In recognition of his efforts the outside salesman receives a 
substantial return in the form of commission and guaranteed minimum weekly 
wage on his sales. 

In the baking industry various commission arrangements for outside salesmen 
are used. A common arrangment is a base amount plus commissions on all sales 
over a specified dollar amount, with a weekly minimum amount guaranteed; or 
it can be entirely on a commission basis. Most arrangements have been devel- 
oped over long periods of time through collective bargaining between the baker 
and the employees’ unions. The unions with which the baking industry nego- 
tiates have recognizeed the impracticality of overtime payments for driver- 
salesmen and have not insisted on such payments in their contracts. 

Most driver-salesmen today receive in addition to direct wages various fringe 
benefits, such as payments to pension funds and health and welfare programs. 
Average weekly earnings are in excess of $100. Many earn far more than that. 
It follows that any restrictions placed on the salesman’s hours of operation will 
necessarily curtail and reduce his earnings. This would assuredly happen if the 
exemption for outside salesmen from the application of sections 6 and 7 of the 
Fair Labor Standards Act as presently provided for under section 13 (a) (1) is 
eliminated. Additionally, elimination of this exemption would impose severe 
hardship and administrative difficulties on the employer. It would reduce the 
effectiveness of his sales organization by restricting his hours and produce morale 
problems by curtailing the salesmen’s income. We urge, therefore, that his 
exemption be retained. 
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MOTOR CARRIER EXEMPTION 


The exemption provided in section 13 (b) (1) for employees subject to the 
provisions of the Motor Carrier Act was originally inserted to avoid any conflict 
with the safety program adopted by the Interstate Commerce Commission in 
earrying out its duties under that act. Certainly, today, with hazards of the 
highway increased one hundredfold since passage of the original act in 1938, such 
an exemption would appear to be even more necessary and desirable than when 
originally established. The Interstate Commerce Commission has stringent re- 
quirements to be observed by individuals whose activities affect the safety of 
operation of motor vehicles. Particularly is this true with respect to driver- 
salesmen who are required to have a most detailed physical examination every 
36 months. These regulations have given a protection to all highway users which 
transcends the objectives of the Fair Labor Standards Act and at the same time 
does nothing to minimize the benefits for those who are exempt compared with 
those who are not exempt from the act. 

In the absence of any compelling reason, it appears that the interest of the 
public, as well as those who are now exempt under section 13 (b) (1) will best 
be served by continuing this exemption. 


RETAIL ESTABLISHMENT EXEMPTION 


Finally, we would urge that no change be made in the exemption provided for 
employees of retail bakeries. The reasons to retain this exemption have been cov- 
ered at great length by other witnesses. As far as the minimum wage coverage 
is concerned, it would be well nigh impossible to find an employee of a retail 
bakery not now receiving the minimum wage of $1 per hour. To eliminate the 
exemption for this group from the overtime provisions of the act would only 
increase costs unnecessarily by subjecting retail bakery operators who are small- 
business men to unwarranted expense and seriously interfere with their ability 
to compete effectively with larger operators. Because of their small size they 
are not geared to undertake the additional costs which this coverage under the 
act would cause. Efforts to place the long tentacles of Federal Government con- 
trol any further into operations which always have been, and always should be, 
considered local operations are strongly deplored. 

The American Bakers Association urges this committee to reject all of these 
proposed amendments to the Fair Labor Standards Act as unnecessary, unrealis- 
tic, and economically unsound. 


SrroneG, Moorr, PIPKIN, Strona & NELSON, 
Beaumont, Tezr., March 15, 1957. 
Re Senate bill 1267. 
Hon. LyNnpon JOHNSON, 
United States Senator, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR JHONSON : We represent the Beaumont City Lines, which operates 
the local bus company in the city of Beaumont. We understand that there is un- 
der consideration in committee of both the Senate and the House, a bill, Senate 
bill 1267, which proposes the elimination of the provision which now exempts the 
employees of local transportation companies from both the minimum wage and the 
maximum hours provisions of the Fair Labor Standards Act. 

I called your office yesterday, long distance, and talked with your assistant 
concerning this bill. You were not available at the time. I regret that I missed 
this opportunity to discuss the matter with you personally. However, Mr. 
Thompson, your assistant, requested that I write you giving more detail as to 
the position of the local bus company. 

Beaumont City Lines is not so concerned as to the minimum wage as it is the 
provision concerning maximum hours. As you know, the operation of buses is a 
7-day-per-week proposition and it is not possible to work out the routes so that 
they can be timed on a specific hourly basis. Some, of necessity, take longer to 
run than others. It would therefore be very difficult to work out an arrange- 
ment on the basis of a 40-hour week and very expensive to pay overtime for all 
hours over 40. At present the overtime situation is provided for in a contract be- 
tween the union and the company, and has worked out relatively satisfactory 
to both. 





at 


ge- 
al 


ory 


MINIMUM WAGE PROTECTION 1035 


Although the company has not made projections as to the cost of making the 
changeover, if this exemption should be eliminated there is no question in the 
minds of anyone but that the cost would be definitely increased. 

You are probably aware of the difficulties that have been experienced nationally 
by all local mass transportation facilities. Since the war the riders have de- 
creased substantially, but the miles operated to carry the same number of pas- 
sengers has decreased only slightly, with the result that the cost per mile to 
operate as compared to revenue has fallen off to such extent that practically all 
bus companies in the United States are having a difficult struggle for existence. 

Mass transportation is vital to any city of any size, and particularly is this 
true in these days when the tendency has been for the stores and merchants to 
move from downtown sections to outlying areas where more parking space is 
available. Without mass transportation the downtown areas would be severely 
hurt. The earnings of these companies has become so low that many cities, in- 
cluding our own, are quite concerned at the possibility that some character of sub- 
sidy may be necessary to preserve these mass transportation facilities, unless the 
cities themselves undertake the operation of a sick industry. This, as you know, 
would cost the taxpayers considerable money and most cities, including our 
own, would prefer to avoid municipal operation of mass transportation facilities. 
The added cost which would result from the elimination of this exemption would 
hasten the day of municipal operation or a subsidy situation. 

For your information, to demonstrate the drastic fall off in the number of 
revenue-paying passengers carried, as compared to the number of miles operated, 
we are attaching herewith an exhibit showing the number of revenue passengers 
carried for each year since 1946, and also showing the number of miles operated 
on regular schedules during the same period. You will note from this 10-year 
comparison that the passengers presently carried in 1956 are roughly one-third 
of the number carried in 1946. On the other hand the number of vehicle-miles 
operated on regular routes over the same period is approximately two-thirds of 
that operated in 1946. It is true that during that period fares have been in- 
creased, but with each increase there is a definite drop in the number of riders. 
Those persons who use mass transportation on a regular basis are, in general, 
persons who cannot afford private automobiles and operate on a limited budget. 
Additional fare increase is not the answer to solving the problem since these 
people cannot bear the expense of such increases on their limited budgets. 

In addition to the above, we wish to suggest that Beaumont City Lines, and we 
feel sure almost every other local bus company with rare exception, such as 
Texarkana, do not operate across State lines and are not in any way engaged in 
interstate commerce and do not maintain any operations which affect interstate 
commerce. We understand that the elimination of similar exemptions are under 
consideration for many other industries. We doubt seriously that any other 
industry is so definitely locally confined in its operations as local mass trans- 
portation, and we mention the above us a possible basis for continuing the 
exemption of local mass transportation, even though Congress may deem it wise 
to eliminate similar exemptions as to the other industries. 

We sincerely appreciate your consideration and if you can agree with our posi- 
tion we would appreciate anything you can do to effectuate the continuance of this 
exemption as applied to local mass transportation. 

With best regards, I am 

Yours very truly, 


EWELL STRONG. 


Annual comparisons, passengers and miles, 1946-56 
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BLANDIN Paper Co., 
Grand Rapids, Minn., February 22, 1957. 
Hon. Epwarp J. THYE, 
United States Senater, Washington, D. C. 


Dear SENATOR: Thank you for your letter of February 19 containing assurance 
that you will give careful consideration to the 12-man exemption when hearings 
on H. R. 4575 are conducted beginning March 1. 

We are interested in retaining the 12-man exemption, not because we expect 
that lower wages will be paid, but because of the impossibility of policing hun- 
dreds of small operations scattered throughout a timbered wilderness. These 
operations are, in a large percentage of cases, conducted by part-time farmers 
whose only interest in bookkeeping consists of trying to avoid it. 

In many cases these operations are completed by the production of 2 or 3 car- 
loads of timber with the operator hiring 1 or 2 men for 6 or 8 weeks. Without 
the 12-man exemption every one of these men would be expected to keep daily 
accounts of hours worked and to figure out all the somewhat confusing angles 
of wage-hour. 

If they do not do this, then, under the “hot goods” clause delinquencies ean 
be assessed against the produce we purchase from them even after it comes 
into our possession. 

We do not believe it fair for Government or anyone else to penalize an indi- 
vidual or concern for failure to perform an impossible task. That is exactly 
the situation that will be created if the exemption is stricken. 

The conditions which confront us bear no resemblance to those of ordinary 
factory or other business concerns and on this basis are entitled to exception. 

Very truly yours, 
TIMBER DEPARTMENT MANAGER. 





STATEMENT OF BUREAU OF SALESMEN’S NATIONAL ASSOCIATIONS 


This statement if filed in the public interest on behalf of the Bureau of Sales- 
men’s National Associations. This organization is comprised of more than 20,000 
commercial travelers located throughout the United States. The component 
membership of the bureau is made up of salesmen’s organizations specializing 
in the apparel and shoe fields including the National Association of Women’s 
and Children’s Apparel Salesmen, the National Association of Men’s Apparel 
Clubs, and the National Shoe Travelers Association. 

The purpose of this statement is to urge on behalf of the membership of the 
above organization that this committee withhold any immediate action to blanket 
in commission salesmen under the Fair Labor Standards Act. We make this 
request in the light of the complexity of the problem of treating commission 
salesmen on the same or similar basis as hourly or salaried employees and be- 
cause of the diverse makeup in the country at large of the many categories of 
commission salesmen. We also wish to point out that any proposal to blanket 
in commission salesmen under minimum-wage requirements would impose tre- 
mendous recordkeeping burdens upon employees. This is particularly true in 
the apparel and shoe fields where considerable multiplicity of accounts would 
be entailed, and where many salesmen carry 2 or 3 or more lines. 

We wish particularly to call to this committee’s attention the fact that many 
outside salesmen are not employees at all in the common law sense of the word. 
They are, in fact, in many instances completely independent operators or inde- 
pendent contractors—who are dependent wholly upon commissions for their 
livelihood. These individuals work as small-business men who are essentially 
entrepreneurs. Their time is their own and much of it is spent during working 
hours which would be considered as “off hours” in the case of salaried em- 
ployees. Moreover, much of the time of this type of commercial traveler is 
spent in traveling cn the road. All of this is legitimate and necessary to the 
pursuit of their business. 

We suggest that it is obvious from the foregoing that any attempt to com- 
pute a minimum wage by reference to commissions paid must necessarily take 
into account many of the foregoing factors. These, of course, would have to 
be weighted dependent upon their importance. 

So-called employers or (in the apparel field particularly) manufacturers who 
employ salesmen wculd be forced to develop minimum wage requirements by 
reference to commissions in a wholly unrealistic and strange manner. Possibly 
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this may be accomplished after a considerable period of experimentation and 
study. But there is no indication that the industry either from the salesman’s 
or from the manufacturer’s standpoint is ready yet for such a drastic change in 
operation. 

In addition, any attempt by this committee to draw a line of distinction be- 
tween commission salesmen who are technically employees under common law 
and those who are independent contractors will produve additional problems 
necessarily causing artificial areas of difference to be drawn between categories 
of salesmen whose relationship with the employer may be economically similar. 

The Bureau of Salesmen’s National Associations accordingly urges that the 
entire problem of minimum wages for commission salesmen who are outside 
salesmen be defe1red pending further and thorough study into the entire problem. 
This organization will be glad through its professional staff, its officers and 
membership to furnish this committee with technical assistance and other infor- 
mation in the pursuit of this study. 





STATEMENT OF HaAarotp H. ANGIER, GENERAL MANAGER, CALIFORNIA GRAPE AND 
TREE Fruit LEAGUE, SAN FRANCISCO, CALIF. 


I, Harold Angier, genera! manager of California Grape and Tree Fruit League, 
717 Market Street, San Francisco, Calif., present in behalf of the California 
fresh deciduous fruit industry the following statement regarding proposed 
amendments to the Fair Labor Standards Act. 

California Grape and Tree Fruit League is a nonprofit, industry service or- 
ganization, whose grower and shipper members produce, harvest, pack, and 
ship, approximately 85 percent of all the California fresh deciduous tree fruits, 
berries, and grapes shipped to market in interstate and foreign commerce. 

The average annual volume of California fresh deciduous tree fruits, berries, 
and grapes moved in interstate and foreign commerce is over 750,000 tons, more 
than 70 percent of which is marketed in the territory east of the Mississippi 
River. 

The Fair Labor Standards Act presently in effect exempts workers employed 
in agriculture from both the minimum wage and maximum hour and overtime 
provisions of the act. 

We are opposed to elimination of, or any limitation of, the exemption of agri- 
cultural workers under the act. 

When the act was originally passed the Congress in its wisdom recognized 
the fundamental difference between industrial labor and agricultural labor. 
History has proven that Congress was right in providing the agricultural exemp- 
tion and the courts have sustained this position in many cases. There is no 
need to elaborate on the many reasons presented in this statement. A look 
at the official index of wages paid by farmers, published by the Crop Reporting 
Board, Agricultural Marketing Service, United States Department of Agri- 
culture, is sufficient proof that supply and demand will take care of agricultural 
wage rates without legislation. During the base period 1935-39 the index of 
United States farm wage rates was 121; as of February 1957 it was 554. 

Members of California Grape and Tree Fruit League who are subject to the 
minimum wage and maximum hour and overtime provisions of the act are com- 
mercial packers and shippers and farmers’ cooperative marketing associations. 
Congress very specifically provided these subject employers with certain exemp- 
tions which I shall discuss separately. 

Section 7 (c). Under the act an imployer engaged in the first processing of, or 
in the canning or packing of perishable or seasonal fresh fruits or vegetables, is 
provided unlimited exemption from the overtime provisions during an aggregate 
of 14 workweeks during a calendar year. We are opposed to elimination of, or 
any limitation of, this just and logical exemption. 

The amount of overtime which must be worked is not the choice of the em- 
ployer, but is controlled by the necessity of preventing spoilage and loss of these 
highly perishable commodities. In most instances double shifts are impractical 
due to lack of sufficient skilled labor and availability of necessary services such as 
Government inspection. Seasonal operations do not warrant the investment in 
plant and equipment to take care of peak loads on an 8-hour workday basis 
Under the act, section 7 (b) (3), no employer shall be deemed to have violated 
the overtime provisions of the act if he employees an employee for a workweek 
in excess of 40 hours without paying overtime if such employee is so employed 
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for a period, or periods, of not more than 14 workweeks in the aggregate of any 
calendar year in the fresh fruit and vegetable packing industry (a seasonal 
industry) provided overtime is paid for work in excess of 12 hours in any 1 day 
or for work in excess of 56 hours in any workweek. 

We are opposed to elimination of, or any modification of, this partial exemption. 

There are many operations which must be performed in the fresh fruit and 
vegetable packing industry which are not eligible for the 14-week total exemption 
under section 7 (c) because they are not performed as an incident to the actual 
first processing of, or in canning, or packing, perishable or seasonal fresh fruits or 
vegetables. 

In providing the 7 (b) (3) partial exemption, Congress recognized that by 
restricting the 7 (c) exemption it had omitted many operations which because of 
the perishable and seasonal nature of the products must be handled for more 
than 8 hours per day for the same reasons. For example: the 7 (c) exemption 
is inapplicable to packinchouse employees whose duties are connected with 
products packed in the field or at another establishment, such as receiving, load- 
ing, and precooling. 

Another very important exemption is the “area of production” exemption. 
Commercial packers and shippers and farmers’ cooperative marketing associa- 
tions are exempt from the minimum wage and overtime provisions of the act if 
their operations are in the “area of production” (as defined by the administra- 
tor). Congress provided this exemption to avoid discrimination in employment 
between farme”s and nonfarmers in the handling, packin®, drying, preparing in 
their raw or natural state, or canning, of agric ultural and horticultural commoéi- 
ties for market when the work is performed in the area where the produce is 
grown. 

We ave opposed to the elimination of this exemption under the act and we 
suprort Senate bill 1418, introduced by Senator Stennis, to clarify this extremely 
important exemption. 

The definition of the “area of production” promulgated by the Administrator 
is most unsatisfactory because it discriminates against the employer whose loca- 
tion of operations is in an incorporated town of over 2,500 population according 
to the latest United States census. There are many country towns in California 
located in fruit-producing areas with populations over 2.500 and some over 50,00. 
For the Administrator to establish a rule that a fresh fruit packing establishment 
in a country town of over 2,509 population is subject to the minimum wage and 
another performing the same services for the growe”s in the same producing area 
located over 1 airline mile from that town, is discriminatory and without sound 
reason. 

At the present time, this important California industry is faced with what is 
commonly called the cost-price saueeze. The high cost of labor, material, and 
transportation is responsible. Consumers are resisting the prices being asked 
for fresh fruit, with the result that the volume sold is declining due to a shift in 
consumer purchases to competitive items. 

Fresh fruit is a highly perishable commodity. It must be shipped to morket 
when it is ready and sold for whatever price it will bring. A large proportion 
of the fresh fruit moved to market in interstate commerce is handled on con- 
signment for the grower’s account. Under these circumstances oll of the charges 
for packing, loading, cooling, transportation, and selling are deducted from the 
grower’s account sale. This means that the grower is the one who is directly 
affected by increased costs even though svch costs are paid by a comm ercial 
packer and shipper, or by a cooperative association. 

A large proportion of the payrolls in fresh fruit packing establishments is 
for packing labor generally performed by housewives and students who reside 
in the country towns and rural areas. They work during the harvest season to 
supplement their normal family income and to help improve their standard of 
living. Seasonal employment of this nature lends itself to a wide range of 
productivity based on natural ability and experience. 

When Congress passed the original law in 1938 it recognized that conditions 
of emrloyvment in agricuture are not comparable with those in industry. These 
eonditions have not changed. The proposals before Congress to eliminate or 
modify the agricultural exemption therefore remain as unsound today as if they 
had been enacted when the Fair Labor Standards Act was first passed. The 
same holds true for the “area of production” and seasonal exemptions so vital 
to the handling of highly perishable fresh fruits and vegetables. As far as our 
members are concerned, the law needs the clarifications contained in Senate 


ys 


oso ~~ wv 


ae 


to 


ns 
se 
or 
ey 
he 
al 
ur 
ite 


MINIMUM WAGE PROTECTION 1039 


pill 1418. Elimination of any of the exemptions will only result in hardship 
to growers and loss of employment to those who depend on this seasonal work 
to augment their regular source of income. 





RESOLUTION 


Whereas the bills which have been introduced in the 85th Congress to amend 
the Federal wage and hour law will seriously weaken the competitive position 
of small business and will result in less operating efficiency ; 

Whereas it is the firm conviction of this chamber of commerce that enactment 
into law of the proposals to extend the minimum-wage coverage to include retail 
and service businesses would force consumer prices still higher and would result 
in layoffs, reduced services causing the small, uncovered stores to operate with 
substandard help or go out of business. 

Now, therefore, upon the basis of careful study and detailed analysis of the 
merchants’ division of this organization, the members of the board of directors 
of the Chamber of Commerce, Inc., of Cherryville, N. C., this 10th day of April 
1957, duly and unanimously— 

Resolve, That the Chamber of Commerce, Inc., Cherryville, N. C., representing 
the cross section of pro essional, commercial, and industrial life of this commu- 
nity, does hereby vigorously oppose this measure. 

D. F. Beam, 
President, Cherryville Chamber of Commerce, Inc., Cherryville, N. C. 


MEMORANDUM ON BEHALF OF COMMUNITY TOWEL SERVICE AND ADAMS UNIFORM 
SERVICE, LOUISVILLE, Ky. 


This memorandum is submitted in connection with this subcommittee’s con- 
sideration of the proposed amendments to the Fair Labor Standards Act con- 
tained in the Kelley bill which originated in the House of Representatives as 
H. R. 4575, and in the companion bill in the Senate, 8S. 1267. Specifically, this 
memorandum relates directly to the proposed amendments to the exemptions 
of certain types of laundries from the minimum wage and overtime requirements 
of the act, contained in sections 6 and 7 thereof. 

It is the purpose of th's memorandum to urge this subcommittee to eliminate 
entirely any such provision exempting from such requirements of the act any 
establishment doing any industrial or commercial laundry work. 


UNFAIR COMPETITIVE SITUATION UNDER THE PRESENT ACT 


So far as here pertinent, section 18 (a) (8) of the present act exempts 
laundries whcse services to customers engaged in mining, manufacturing, trans- 
portation or communications bus nesses do not exceed 25 percent of the laundries’ 
total annual dollar volume of sales of such services. Many laundries throughout 
the country do a substantial industrial or commercial business but, either because 
their business of that character actually is less than 25 percent of their total 
business or because their records make that appear to be true, they do not 
voluntarily comply with the minimum wage and overtime requirements of the 
act and are not forced to comply with those requirements by the Wage and 
Hour Division. Nonetholess, these laundries are in continual competition with 
industrial laundries which do comply with the act for large industrial aceounts 
of, particularly, manufacturing and transportation businesses. 

Without justification or any sound basis, this obviously places in a most unfair 
competitive pcsition those laundries which either voluntarily comply or are 
forced to comply with the minimum wage and overtime provisions. 


THE PRESENT ACT IS SUBJECT TO VARYING INTERPRETATIONS 


The standards set up by the present act are so indefinite that those charged 
with its enforcement have had great difficulty in interpreting and applying 
them. One of the principal difficulties has been in determining that portion of 
a laundry’s annual dollar volume of sales of its services to customers engaged 
in a mining, manufacturing, transportation, or communications business. 

Many industrial laundries (Adams Uniform Service among them) specialize 
in laundering uniforms of industrial workers. Generally, all of the services 
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rendered to the employees of a particular manufacturing company are billed 
to the company. The laundry carries on its books only the name of the company 
as its customer and receives in payment only the single check of the company. 
By separate arrangements with the employees, however, all or a portion of the 
laundering costs are deducted from the employees’ wages. 

It is understood that some of the enforcement officers of the Wage and Hour 
Division consider that, on those facts, all of the services must be counted as 
rendered to the manufacturing business; while other of the Division’s personnel 
consider that the “customers” are the individual employees and therefore that 
the services are not rendered to a manufacturing business. It scarcely need be 
pointed out that this situation is intolerable with respect to a matter, such as 
this, where back wages, treble damages, penalties, and interest can aggregate 
very large sums involved. 

The more conscientious or cautious of the uniform services who accept the 
requirements of the act are penalized by the competitive practices of their more 
reckless competitors who include the marginal and fly-by-night operators. 

If nothing else is achieved at this time, the act should be so amended as to 
remove these uncertainties. 





THE SITUATION IS CONDUCIVE TO INACCURATE OR EVEN FALSE RECORDKEEPING 


As noted, the all-important standard set up by the present act is the division of 
a laundry’s sales of its services among (1) customers engaged in the specified 
industrial businesses and (2) other customers. The laundry’s own records of 
such division of its total sales presumably furnish the only source of information. 

Quite possibly by inaccurate or false recordkeeping, a number of establish- 
ments which do a most substantial industrial business—and are in constant 
competition with admittedly industrial laundries—either have obtained rulings 
that they are not covered by the act or have elected as a business gamble to 
take that position. This feature of the act, placing a premium upon inaccurate 
or false recordkeeping, would be eliminated by the amendment here advocated. 


THE SOUGHT AMENDMENT WOULD BE FAIR AND WOULD CREATE NO HARDSHIP 


The proposal contained in H. R. 4575 and 8S. 1267 is to narrow the exemption 
provisions of section 13 (a) (3) as they relate to industrial laundries. It is 
the purpose of this memorandum to urge that the exemption as to industrial 
laundries be eliminated by redefining the exempt laundries, cleaning, or repairing 
establishments to include only those which do not do any industrial of commercial 
work at all. 

Opposition to such proposal would be strongest from those industrial laundries 
which in one manner or another thus far have managed to avoid the minimum 
wage and overtime requirements of the act. It is not believed that any true home, 
or nonindustrial, laundries would have any real objection to the proposal. 

The nature of the industrial laundry operation is such that it cannot prac- 
ticably be run on a small basis in conjunction with a home-type laundry. It is 
not feasible that greasy, sooty industrial towels or uniforms be washed in a 
washer which is to be immediately thereafter used for white shirts or table 
linens. The nature of the industrial laundry operation is such that it must 
be conducted either as an entirely separate operation or at least as a substantial 
segment of an overall operation including other types of laundry or cleaning 
work. In other words, as a practical matter the proposed amendment would 
affect laundries doing a substantial industrial business. Those laundries are 
in keen competition for the large industrial accounts and should be on the 
same competitive basis as the industrial laundries now under the act. 


CONCLUSION 


It is respectfully submitted that section 13 (a) (3) should be amended to read 
as follows: 

“The provisions of sections 6 and 7 shall not apply with respect to * * * (3) 
any employee employed in any establishment engaged in laundering, cleaning, 
or repairing clothes or fabrics by an employer having neither more than four 
such establishments nor more than a total annual dollar volume of sales or 
servicing of $500,000, provided that no part of the sales or servicing of such 
establishment shall be made to customers, or the employees of customers as 
such, engaged in a mining, manufacturing, transportation, commercial, or com- 
munications business.” 
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DENVER RETAIL MERCHANTS ASSOCIATION, 
Denver, Colo., March 20, 1957. 


Hon. Gorpon ALLort, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR ALLOoTT: In order to relieve you of the necessity of reading and 
perhaps answering a number of letters of protest, the undersigned Denver 
retailers are taking this means of making known their opposition to changes in the 
Fair Labor Standards Act as recommended by Secretary of Labor Mitchell, 
as proposed in the Morse-Kelley or in any other bill that would extend Federal 
wage-hour coverage to retailing or to any segment of retailing. 

Retailing as a business is local in character. The operations of a retail store 
are determined largely by conditions prevailing in the community it serves, and 
since conditions vary in different parts of the country and often within the same 
State, retailing naturally lends itself to State and local rather than to national 
control. This is as true of the store that is part of a chain as it is of the corner 
grocery or drugsore. Unlike manufacturing, retail stores do not compete directly 
with stores in other States or even in other cities. Whether chain or independent, 
the retail store serves its own trading area and in most cases competes only with 
stores in the same part of town. 

These facts as to the essentially local character of retail business were recog- 
nized and accepted by the Congress when, in enacting the Fair Labor Standards 
Act in 1938, it exempted retail business except in those few instances where more 
than 50 percent of a store’s dollar volume represents sales across State lines. In 
1949, the Congress again recognized the local character of retailing, and by 
amendment clarified the congressional intent to exempt retailing as expressed in 
the 1938 act. 

Nothing hus occurred since 1949 to change the local character of retailing. It is 
therefore difficult to see how a fact that was acknowledged by Congress in 1938 
and again in 1949 can now, in 1957, be changed simply by congresional declaration. 

By bringing some retailers under the act and exempting others, both the Mitch- 
ell proposal and that embodied in the Morse-Kelley bills are designed, in our opin- 
ion, to serve as a wedge to divide the 19-year-old retail exemption; in other words, 
to extend Federal wage-hour coverage to large and middle-size stores at this ses- 
sion of Congress, and, when retailing is no longer in a position to present a united 
front, to extend Federal control of wages and hours to every Main Street tn 
America. 

The Morse-Kelley bills go beyond anything heretofore attempted in the way of 
Federal invasion of legislative areas which for more than a century and a half 
have been considered as reserved to the States. Since its adoption in 1938 the Fair 
Labor Standards Act, or wage-hour law as it is commonly termed, has applied 
only to employees engaged in interstate commerce or in the production of goods 
for interstate commerce. The Morse-Kelley bills would apply to any activity “af- 
fecting commerce,” including any activity “in commerce, necessary to commerce, 
or competing with any activity in commerce.” While these bills, as now written, 
would exempt enterprises having less than 5 stores or less than $500,000 annual 
sales volume, we have only to note what has happened under the “affecting com- 
merce” provision of the national labor relations law to forecast what is in store 
for the smaller stores once big and medium size stores are gathered into the Fed- 
eral wage-hour fold. 

Neither the Wagner Act nor its successor, the Taft-Hartley Act, was originally 
supposed to cover retail business because of its intrastate character. Yet today 
the National Labor Relations Board assumes it has jurisdiction over the entire 
field of retailing. Court decisions and administrative rulings have left to the 
States only such authority as the National Board does not care to exercise. The 
same thing can happen in respect to Government control of wages and hours if the 
Morse-Kelley type of law is adopted, since there are few businesses indeed that do 
not in some way compete with some activity in commerce. 

Secretary of Labor Mitchell would extend Federal wage-hour control to pres- 
ently exempted businesses that employ 100 or more people and have $1 million or 
more in annual purchases of merchandise and services outside the State. When 
he first proposed broadening Federal wage-hour coverage the Secretary’s an- 
nounced purpose was to improve living standards of workers now exempt. But 
recently when answering questions during hearings by the subcommittee of the 
Senate Committee on Labor, he conceded that the pay of most workers that would 
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be brought under the act by his proposal is already equal to or higher than the 
Federal $1 an hour minimum—an admission that might make it appear that what 
Mr. Mitchell is really interested in is the extension of Federal controls. 
Our position regarding extension of retailing of Federal wage-hour coverage 
and argument in support thereof are respect.ully submitted for your consi ‘eration, 
Joe Alpert’s Clothing Store, by Joe Alpert; Bohm-Allen Jewelry Co., 
by C. G. Allen; Dave Cook Sporting Goods Co., by Herbert ‘'‘ook; 
William Crow Jewelers, by Lawrence Kaiser; Daniels & Fisher 
Stores Co., by William Purdin; Fred Davis Furniture Co., by Fred 
Davis; Davis & Shaw Furniture Co., by R. E. Pate; Denver Dry 
Goods Co., by Frank J. Johns; Dupler’s Furs, by M. J. Devins; 
Fontius Shoe Co., by Harry E. Fontius, Jr.; Gano-Downs Co., by 
A. R. Schumann; Gart Bros. Sporting Goods Co., by Morton L. 
Gart; W. T. Grant Co., by Wayne E. McCain; Hoffman, Harry, 
Inc., by Harry Hoffman; Kenmark Jewelers, by Harry P. Rubin; 
W. H. Kistler Stationery Co., by W. H. Kistler; Knight-Campbell 
Music Co., by C. R. Baker; S. H. Kress & Co., by R. T. Peterson; 
Lerner Shops, Inc., by Harold Greene; May Co., by David §. 
Touff; Mayer Hardware Co., by O. L. Davis; Miller’s Cafeterias, 
by A. 8S. Miller, Jr.; Neisner Bros., Inc., by Maurice Snyder; 
Neusteter Co., by Myron D. Neusteter; Park Floral Co. Store, by 
R. T. McCluskey; Dale W. Patrick, by J. C. Penney Co.: Porter’s 
by Mrs. Mary M. Snyder ; Safeway Stores, Inc., by T. W. Henritze; 
Schaffer’s Bridal Shop, by Oscar E. Schaffer; Schiff’s Shoe Store, 
by E. C. Illing; Sears, Roebuck & Co., by W. W. Mercer; Three 
Sisters, by Barry I. LaBurkin; Wallace-Neiman, Inc., by Martin 
Green; Wells Music Co., Chas. E., by Russell B. Wells; Whitney’s 
by Miss Slavin, manager; F. W. Woolworth Co., by H. H. Brant; 
York Store by Charles Landau; Zale-Lee Jewelry Co., by Lewis 
Rodis; Joslin Dry Gooes Oo., by Norman Zilles. 


GLOBE SANITARY Propwcts Co., 
Jersey City, N.J., February 18,1957. 
Senator H. ALEXANDER SMITH, 
Senate Office Building, Washington, D.C. 


DeEaR SENATOR SMITH: We ask your cooperation to support H. R. 4575, sub- 
mitted by Augustine B. Kelley, Congressman from Pennsylvania, with the 
following suggestion that the 25-percent exemption be reduced to 10 percent. 

We are manufacturers of wiping cloths and as such come under the provisions 
of the Fair Labor Standards Act. Due to a special exemption in this act, we 
are placed in an unfair competitive situation. 

Many laundries also engage in the processing of wiping cloths secure an 
exemption from provisions of this act because of sections 6 and 7 which exempt 
them, since 50 percent of their volume is sold within the State. 

Your aid is requested in correcting this inequity. We believe it was not the 
intention of the original authors of this act to work a hardship on a certain 
segment of an industry. The suggested amendment would be as follows: 

“Sections 6 and 7 of the act should be amended to extend minimum wage and 
maximum hour coverage to each employee engaged in commerce or in the produc- 
tion of goods for commerce as well as to each employee employed in or about or 
in connection in any enterprise which is affecting commerce. Commerce should 
be so defined as to include any activities necessary to commerce or competing 
with any activity in commerce, where the payment of wages at rates below the 
statutory minimum would burden or obstruct or tend to burden or obstruct 
commerce or the free flow of commerce.” 

Your cooperation will be greatly appreciated. 

Very truly yours, 
MAXWELL SPIRo. 





MINIMUM WAGE PROTECTION 1043 


FLORIDA FLOWER ASSOCIATION, INC., 
Bradenton, Fla., January 16, 1957. 


Re wage and hour laws (your letter January 8, 1957) 


Hon. GEORGE SMATHERS, 
United States Senate, 
Senate Office Building, Washington, D. C. 

Dear GEORGE: It is indeed kind of you to take the time to look into my requests 
of December 31, 1956, and January 2, 1957. 

I will certainly appreciate receiving further information on developments in 
regard to the broadening of the coverage of the minimum wage provisions of 
the Fair Labor Standards Act when such has developed. As you have gathered, 
we are opposed to agricultural labor being included under the minimum wage 
provisions. 

I have not written to Senator Holland about amendment of paragraph 7 (c) 
of the FLSA inasmuch as I wanted your reaction prior to doing so. Will appre- 
ciate your further advice along the lines as suggested and would say again that 
it would be most beneficial to the flower industry in Florida to have horticulture 
included as one of those exempt without resting on the discretion of the Secre- 
tary of Labor or his administrator. 

I propose to await further word from you before taking any other steps con- 
cerning the request for an amendment to the act as discussed above, 

Trusting all things are well with you and with warm regards, | am 

Sincerely, 
PHILIP J. FLEMING, Manager. 


STATEMENT OF FLEETWOOD M. McCoy, GENERAL COUNSEL, FULLER Propucts Co. 


Fuller Products Co. is an Illinois corporation engaged in the manufacture and 
distribution of cosmetics and allied products on a national scale. It maintains 
a home office in Chicago, Ill., and has branch offices in most of the principal 
cities throughout the United States. In each of its branch office operations 
throughout the United States, the company employs staffs consisting of execu- 
tives, administrative and professional employees and throughout its national 
operations, distributes its products through dealers and outside sales persons. 


OUTSIDE SALESPERSONS 


Through the above-mentioned method of operation, the company has succeeded 
in growing from a small beginning in 1936, which consisted of a small one-man 
operation, to its present national business, consisting of thousands of operating 
personnel. The success of its business has been based primarily upon its creation 
of opportunities for persons to join its sales operations, on both full, and part- 
time basis, and where the chief incentive is, exclusively, the earning of com- 
missions on volume sales, or through the purchase of its product, at attractive 
discounts, for resale on a volume basis. The company has never found it 
feasible or practical, or even administratively possible, to regulate or require 
these outside salespersons to work on any wage and hourly basis. To do so 
would only discourage the now untrammeled activities of competent sales per- 
sons and encourage indolence and lack of initiative on the part of less competent 
sales persons, Who use the proposed wage and hour provisions of the Fair Labor 
Standards Act, if the present exemptions were removed, as a “crutch”, and thus 
price themselves out of the ranks of productive labor; for no employer could 
subsidize outside sales personnel at even the minimum standards proposed to be 
set by the numerous bills seeking to amend the Wage and Hour Act by striking 
out the existing exemptions relative to this class of »mployees 

It should be borne in mind that a vast majority of outside salespersons con- 
sist of housewives, persons regularly employed in nonselling jobs who can only 
spend a few hours at a time, and in some cases only a few minutes at a time, and at 
other times which defy any regular schedules. These classes of outside sales- 
persons form the large group of part-time salespersons who form the hard core 
of the direct selling industry. The burden of accounting for the working hours 
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of this type of outside salesperson, and the burden of checking, controlling, 
and ascertaining correctly the wages of this class, to say nothing of the stu- 
pendous burden of paperwork and recordkeeping involved, would make the 
administration of the proposal to remove the present exemptions from outside 
salespersons, utterly impossible to perform. 


EXECUTIVE, ADMINISTRATIVE, AND PROFESSIONAL EMPLOYEES 


As aforementioned, Fuller Products Co. maintains branches in most of the 
principal cities of the United States. Its branch office personnel consists chiefly 
of executive and administrative employees who, of course, are far removed from 
any physical supervision that can be exercised by the home office. All record- 
keeping, all questions as to the necessity for overtime, all questions affecting the 
necessity of working a number of days per week in excess of the minimum pro- 
posed by the removal of the present exemptions affecting this type of employees 
and other allied matters, are in the administrative hands and under the super- 
vision of these remote employees of this class. Obviously, it would be impos- 
sible for the home office to ascertain the accuracy of the time records of this class 
of remote executive and administrative employees. 

Removal of present exemptions now affecting this class of employees would 
render the employer defenseless against fraudulent recordkeeping and other 
iniquitous practices that might render operations of many branch offices ex- 
tremely unprofitable and, therefore, tend to reduce and curtail this type of 
industry rather than to expand it in our healthy industrial economy. 


CONCLUSION 


The business of the Fuller Products Co., as above described, is typical of that 
of a vast number of companies engaged in the direct selling field; and, therefore, 
legislation of this type would have a calamitous effect upon a large segment of 
the country’s industry and contribute vast increases in the country’s unemploy- 
ment rolls. For the foregoing reason, among others, this company vigorously 
opposes the enactment of any proposals which would extend the coverage of 
the present law, and respectfully urges that the present exemptions in the Fair 


Labor Standards Act, affecting executive, administrative, and professional! 
employees and those employed in the capacity of outside salesmen, be preserved 
in their present form. 


STATEMENT OF THE GRAIN AND FLED DEALERS NATIONAL ASSOCIATION BY ALVIN E. 
OLIVER, EXECUTIVE VICE PRESIDENT. RE PROPOSED AMENDMENTS TO THE Fam 
Lasok STANDARDS ACT OF 1938, AS AMENDED 


IDENTIFICATION 


The Grain and Feed Dealers National Association is a national association 
of the grain and feed trades. Organized in 1896 by State groups of country 
grain elevators, this national association still emphasizes the needs of country 
grain warehousemen and retail feed dealers. In this national association 55 
State and regional grain and feed trade associations are now affiliated mem- 
bers; there are additionally about 1,100 direct memberships held by individual 
grain and feed firms. 

This statement is submitted in conformity with resolutions adopted by our 
membership at the annual meeting of September 1956 and under authorization 
of our executive committee. 

The provisions of S. 1418 would simplify and clarify the present confused 
situation of many employees in the grain and feed trade. We maintain that the 
present definition of the “area of production” is not responsive to the clear re- 
quirements of the language used in section 13 (a) (10) of the act. Instead, 
the Administrator has attempted to define an area of agricultural production by 
such wholly irrelevant factors as the population of the town where the estab- 
lishment is located; and by an arbitrary region bounded by airline-miles dis- 
tance from the establishment, whether this region has or has not any bearing 
upon the area of production of agricultural commodities. 

Trade groups, including this national association, have in several instances 
proposed other definitions in an attempt to clarify misunderstandings that have 
arisen under the Administrator’s definitions. But these proposals commonly 
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have been rejected by the Department of Labor, which has. continued to seek 
restrictive factors of definition. 

Although we generally support the proposals in 8. 1418, and although our coun- 
try elevator industry would not be materially affected by the requirement 
therein which limits town size to 250,000 population, we cannot endorse this one 
specific point of S. 1418 because of our past insistence that any population test 
is without relevance to the area of production. But because this bill otherwise 
outines more realistically than before the meaning of agriculture and the defini- 
tion of the “area of production,’ we wish to be recorded as in support of this 
bill, and urge your favorable action. 

Passage of S. 1418 would not materially increase the exemptions available to 
employees of country grain elevators, where an estimated 90 to 95 percent of 
the employees engaged in the physical handling of grain are already entitled to 
exemptions. But passage would, on the other hand materially reduce the con- 
fusion and peril that have for so long surrounded the area definitions; i. e., one 
part of the present definition limits the ‘‘area of production” to a region bounded 
by certain airline-miles of distance from elevator to the exact farm or field 
where hauling of the grain originates, a factor which not even a surveyor can 
properly interpret, and which few if any warehousemen could properly show in 
their records. S. 1418 would resolve much of this confusion without ma- 
terinily changing the exemption status of country elevator employees. 

We hold that legislation such as proposed in S. 1418 is needed because of 
our belief that the Administrator has sought to expand the coverage of the act 
through unilateral interpretations and definitions, and not in accord with the 
common meaning of such words as “area” and “production,” as used in the 
Fair Labor Standards Act. 

We are in opposition to those bills and proposals before you which urge 
extension of coverage of the act, where snch extension would reach employees of 
country grain elevators and retail feed stores, presently exempt, for these reasons : 

1. Increased cost of operation in a retail feed store or country grain elevator 
must be met, obviously, either from the net income of the operator, or through 
increased costs passed on to the farmer and feeder. Farmers and feeders are al- 
most alone the customers of both establishments. In a great many instances the 
country grain elevator and the retail feed store are the same establishment. 
In some States the great majority of retail feed outlets are in country elevators. 

The country grain dealer buying grain from producesrs knows the price the 
market offers for that grain that day, and he knows that he cannot require 
buyers to pay more than market prices. Thus he is unable to pass increased costs 
along to consumers; he either must himself absorb increased costs, or pass 
them back to farmers and feeders in the form of a lower buying price for grain. 
The retail feed dealer likewise has no way to meet increased costs except 
through the loss of income, or by passing increased costs on to feeders in the 
form of higher feed prices. 

Changes in these labor costs are important. While we do not have at hand 
reliable figures on the average labor costs of retail feed stores, we do know 
that the cost of labor in the country grain elevator is estimated at from 50 to 
60 percent of total operating cost. 

If it be argued that the country elevator operators can or should absorb 
increased costs, it must be pointed out that in recent years the Federal Gov- 
ernment, through Commodity Credit Corporation, has made nonrecourse loans 
on producers’ grain and as a result has come into ownership and possession of 
tremendous stocks of grain. In some areas the CCC has taken over half or 
more of the year’s production of a specific grain. Now the country grain ele- 
vator operator historically has earned his principal annual income from the mer- 
chandising of grain—buying in small lots from producers and assembling in car- 
lots for shipment to markets. To the extent that CCC has deprived him of this 
business, he has lost his potential income. Storing and handling grain that has 
come into CCC posession does not make up for this loss of income; it is axiomatic 
in the trade that the warehouseman in the country cannot make compensatory in- 
come from such services as handling and storing alone. Thus the country elevator 
operator, seeing his expected annual income steadily diminishing through ac- 
tivity of the CCC, is not likely to be willing to absorb any additional costs. 

In a similar experience, the retail feed dealer is merchandising feeds com- 
posed largely of grains supported above market prices by CCC, selling them to 
feeders whose livestock and poultry prices are not in turn supported by Govern- 
ment subsidies. Thus the dealer has been suffering along with the feeder in 
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this economic “squeeze”, and he continually must face loss of custom where 
farmers consider they are forced, by his pressure, to bypass scientifically mixed 
formula feeds and use only available farm-grown feeds. There is no question 
but that formula feeds are admittedly more eflicient, containing adequate 
amounts and combinations of amino acids, minerals, vitamins, antibiotics, and 
other meat, milk, and egg-producing factors. 

It will be conceded that if the average country elevator operator and retai} 
feed dealer are unable or unwilling to absorb increased costs, such increases 
must be passed back directly to farmers and feeders at a time when such 
farmers are complaining that their economic situation already is unfavorable. 

2. At various times there has arisen the argument that these rural service es- 
tablishments, now maintaining occasional long workweeks to serve the demands 
of their farmer-customers, should be forced to adapt to the city-industrial work- 
week, and then to require their farmer-customers to adapt their own hours to 
these new workweeks. But farming, either at planting, cultivating, or harvest- 
ing time, cannot be forced into assembly-line patterns. The weather, which can 
so largely be ignored in industrial plants, often rules completely over farm- 
ing operations, requiring their cessation or delay, or their desperate speedup. 
Grain that has ripened in the field must be harvested within its limited time, 
and harvesting commonly includes marketing at the nearest country elevator. 
The grain producer who also is a feeder is forced to correlate his hauling of 
grain to market with his back-haul of feeds, within the same days and weeks. 
As a result, the country grain elevator and the retail feed store are subject 
to unique pressure of long hours of customer demand. This is the still un- 
changed fact which in 1938 lay behind the decision of the Congress to exempt 
employees this close to agriculture. 

Again, to explain the wide difference between these rural trades and the 
city industries, the country elevator employee may work long hours in one 
day or one week, and a few days or weeks later may find himself virtually idle 
because of weather, or changing harvesting conditions. But the majority of 
these country elevator employees are now paid on a monthly basis, so that if 
their income is to be increased in some workweeks by overtime under this pro- 
posed expansion of coverage, the employer's first reaction in many cases will 
be to lay off the employee during slack times in an attempt to avoid loss of in- 
come as well as to avoid passing additional costs on to fariner-custemers 

3. Labor in the country grain elevator and retail feed store is drawn from 
the same source as farm labor. What affects one affects the other. A compelled 
increase of elevator and feed store labor rates would automatically be reflected 
in farm labor costs. 

Although labor accounts for from 50 percent to 60 percent of the cost of opera- 
tion of a country grain elevator, it must not be assumed that this means a large 
local working force. It is estimated that the average country elevator now is 
operated by the manager (who may be either an employee or the owner him- 
self) and one second man. Additional employees are fornd usually only where 
the operator has gone heavily into the sideline business in an attempt to recap- 
tuer or maintain his volume of necessary business. 

4. Some of the proposals before your subcommittee are that labor costs be 
increased in only certain segments of these trades, the interference of the pro- 
posal being that “bigness” alone would be penalized. 3ut the wording of this 
provision does not approach proper description of bigness, so-called, in the coun- 
try elevator and retail feed store trade, where a very small physical plant 
may easily handle more than this specified dollar limitation of business in a 
year, but with very few employees, and with a margin of net income that is 
amazingly small in comparison to margins in nonagricultural trades. Dollar 
volume of business is a deceptive yardstick wherever used, but is especially in- 
appropriate to the business of the country grain elevator and retail feed store. 

In most of the surplus-producing grain States it is contrary to State law for 
an elevator operator to discriminate in his buying of grain as between farmer- 
eustomers. Yet your subcommittee has heard the proposal that you set up by 
Federol law a type of discriminstion between the very elevators themselves in a 
given rural community. Application of such a requirement in a town where 
three different tvpes of managament—independent, line, and cooperative— 
would set up in this one rural community two scales of labor pay for exactly 
the same kind and amount of work. We say this would itself be flagrant dis- 
crimination. Obviously the sunporters of this proposal sense that the highest 
local scale would tend to be the going scale, and that costs would inevitably 
have to be borne by farmers. Proponents will face this responsibility. 
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Either of the discriminations proposed before you—the discrimination of 
annual dollar-volume, or discrimination of size of town where the establishment 
is located—would be uneconomic and restricting on competition. We wish to 
oppose these proposals strongly. 

5. In many manufacturing and other city establishments it is possible to meet 
advancing labor costs by increased mechanization to the point of automation. 
This is not possible in the country grain elevator and retail feed store. Recent 
mechanical changes in grain storage and handling have been directed largely 
toward the better-keeping quality of the grain; mechanization in the country 
grain elevator has been so far advanced for some years that it has not been 
possible to meet increasing labor costs with increasing per-man-hour productiv- 
ity. We repeat that the country grain elevator and retail feed store do not 
follow the assembly-line pattern of other industries, being governed by wholly 
different factors of productivity in relation to cost. 

6. We urge that you keep in mind, as you consider this legislation, the prob- 
lem of creeping national inflation. Many warnings have been given that in- 
flation may be getting out of hand, and that it may be necessary soon to invoke 
some controls over wages and prices. Increased coverage of this act, insofar 
as it increases labor costs without sure increase in labor productivity, must be 
considered as a direct contribution to continued inflation. 

7. We understand that the Senate has authorized a BLS survey of retail 
wages, and conditions affecting such wages. Until such study has been com- 
pleted and its results made known to you, it would seem reckless to rush through 
legislation which, conceivably, might be in direct conflict with the findings of 
this study. We recommend and urge that the subcommittee suspend hearings 
until the results of that study are available and understood by all persons con- 
cerned, so that these hearings may then be held in the light of its findings. 

This statement has been submitted to officials of all the 55 affiliated associa- 
tions of this National Association. Some of them indicate they will file separate 
statements; others may simply wish to endorse this statement. As of the date 
of filing his statement (March 27, 1957) the following of these affiliated asso- 
ciations have specifically requested that their names be registered as in approval 
of this statement. (It is explained that we do not infer or intend representation 
of any afiiliated association unless and until it has asked to be joined in this 
statement) : 

The Western Grain and Feed Association (Iowa). 

The Northwest Country Elevator Association (Minnesota, South Dakota, 
North Dakota, Montana). 

The Northwest Retail Feed Association (Minnesota). 

The Indiana Grain and Feed Dealers Association. 

The Oklahoma Grain and Feed Dealers Association. 

Montana Feed Manufacturers and Dealers Association. 

The Mutual Millers and Feed Dealers Association (New York). 

The Federation of Cash Grain Commission Merchants’ Associations (Repre- 
senting groups in 14 major markets). 

The Ohio Grain and Feed Dealers Association. 

American Dehydrators Association (National organization of alfalfa de- 
hydrators. Headquarters at Kansas City, Mo.). 

Kansas Grain and Feed Dealers Association. 

Texas Grain and Feed Dealers Association. 


STATEMENT OF THE HEALTH INSURANCE ASSOCIATION OF AMERICA ON BILLS To 
AMEND THE Farr LABoR STANDARDS ACT 


This is a statement on behalf of the Health Insurance Association of America 
in opposition to the proposals before the subcommittee which would eliminate 
section 13 (a) (1) of the Fair Labor Standards Act. That section provides for 
an exemption from the act for outside salesmen. The Health Insurance Associa- 
tion of America is an association of over 250 life and casualty insurance com- 
panies writing over 80 percent of the health and accident insurance business in 
this country. Slightly over half of our members are life insurance companies ; 
the rest are casualty companies. 

Prior to the passage of the original Fair Labor Standards Act in 1938, both 
the President and the Congress were aware that as a practical matter the 
act could not be universal in its coverage. In his message to the Congress 
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ealling for the enactment of such legislation, the President recognized that 
“even in the treatment of national problems there are geographical and in- 
dustrial diversities which practical statesmanship cannot ignore.” The con- 
gressional committees in their consideration of the legislation recognized the 
practical problem and wrote into the act certain exemptions, including 13 (a) 
(1). 

Since the act was originally passed, it has been extensively revised two times 
without any change in the outside salesman exemption. 

The Secretary of Labor, James P. Mitchell, in his recent testimony before this 
subcommittee, recognized the impracticalities of bringing outside sales employees 
under the act when he stated: “Because of the special position of executive, 
administrative, professional, and outside sales employees, this proposal does 
not contemplate any change in the status of these employees under the law.” 

The opposition of the Health Insurance Association of America to any change 
in section 13 (a) (1) is based upon practical considerations. 

First, it is impossible for an insurance company to determine the working 
time of its agents. Agents work away from the home office of the company; 
and as is customary, the agent spends little time in his own office or in an 
agency office with which he may be associated. The agent determines his work- 
ing hours. Some of them work at night as well as during the day. Depending 
upon the agent and the clients he serves, some may work long hours and others 
shorter periods during the day. 

Second, it would be impossible to determine what constitutes an hour of work 
for the agent. A great deal of the agent’s time may be spent working with es- 
tablished clients. On the other hand, developing contacts with potential clients 
requires him to participate in a great many outside activities—civic, fraternal, 
and social. To determine which of his activities should be classified as work, 
or indeed to determine the total hours so spent, would be impossible. 

Third, it would be impossible for the companies to control the hours worked 
by an agent during the week. Some weeks an agent may work many hours, 
and others only a few. The agent alone controls his time based upon the needs 
of his particular business or his personal enthusiasm and ambitions. 

Fourth, it would be impossible to relate pay to hours worked. Most insur- 
ance agents are compensated on a commission basis. Such payments are made 
to the agent after the particular case is closed. The major part of his work 
may be done a long time before the compensation is realized, and it cannot be 
related to the time spent on a particular case. A further complication arises in 
considering renewal commissions. These are paid to agents on the anniversary 
dates of policies as they are renewed and continue for varying lengths of time. 
Some renewals are automatic but some additional work is necessary to secure 
others. In no way would it be possible to relate commissions or renewals to 
the actual amount of work involved on the part of the agent. On occasion 
the agent may earn large commissions for but a few hours of work. On other 
oceasions he may work many more hours for a much smaller return. 

All of these arguments demonstrate the professional or semiprofessional 
character of insurance agents. They are all individually qualified and licensed 
by competent Government authority. For all intents and purposes an insurance 
agent is in the same category as other professional men. 

No insurance agents group or association to our knowledge has urged the 
proposed change. No other group well informed on the insurance industry and 
the business operation of its agents has supported the proposal. 

We therefore respectfully urge that this subcommittee, for the reasons stated 
above. recommend no changes in section 13 (a) (1) of the Fair Labor Standards 
Act. 


HILLENMEYER NURSERIES, 
Lerington, Ky., April 5, 1957. 
Hon. JOHN SHERMAN COOPER, 
Senate Building, Washington, D. C. 

Dear JoHN: I am writing regarding Senator Stennis’ bill S. 1418 which will 
come before the Senate Labor and Public Welfare Committee of which I under- 
stand you are a member. 

This bill seeks to redefine “area of production” of agricultural products such 
as nursery stock (with which we are deeply concerned) so as to relieve us 
from worries brought about when we sometimes purchase material which often 
becomes necessary in the successful operation of our business. 
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America is so large, its soil and climate so varied, that it is impractical for 
a nurseryman to grow economically all the items he sells or the public demands 
in his own locality. 

For example, I would say that 90 percent of the roses grown in the United 
States are produced in Texas, California, Oregon, and Arizona—80 percent of 
the Japanese flowering cherries such as you have around the Tidal Basin are 
started along the Pacific coast—S0 percent of the millions of Halls Honeysuckle 
(used for erosion control) are grown in Tennessee. Many other items such as 
azaleas, camellias, clematis are grown in special, favorable locations. 

Now the crux of the situation is this—we, like thousands of other nurseries, 
must buy a small quantity of plants, such as mentioned above, to satisfy public 
demand so as to make America more fruitful and beautiful. But in our efforts 
to do so, just as soon as one of our agricultural workers touches one of these 
“foreign” plants, which we cannot successfully grow or which we may have pur- 
chased because of a shortage, drought, hail, ete., we get in trouble. 

The Wage and Hour Division, Department of Labor, has taken the position 
that any employee who handles any nursery stock for resale during any work- 
week destroys his exemption as an agricultural worker for that week. That 
does not make sense to me. 

The original exemptions of the Fair Labor Standards Act of 1938 relative to 
the “area of production” has become almost valueless to we nurserymen because 
of the arbitrary stand taken by several administers of the law. 

John, I have never asked anyone to support a cause of mine because of a 
personal friendship and am not going to do so now. However, I would appreciate 
your usual, able, conscientious consideration of S. 1418 as I feel sure you will 
support and do what you can for its passage when you consider its merits. 

With kindest regards and best wishes to you and your attractive wife, I am 

Sincerely and cordially yours, 
Louis BE. HInLeENnMEYER. 


STATEMENT OF THE INTERNATIONAL APPLE ASSOCIATION, INC., ON AMENDMENT OI 
THE Farr Laspor Stanparps Act By FrRep W. Burrows, EXECUTIVE VICE 
PRESIDENT 


The International Apple Association, with offices at 1302 18th Street NW., 
Washington, D. C., is a nonprofit membership organization serving the fruit 
industry with emphasis on apples and winter pears. The membership is com- 
posed of every segment of the industry from the producer through the retailer, 
including canners, exporters, importers, and allied industries. They produce 
and/or distribute well in excess of 50 percent of the commercial apple and 
winter pear crops, as well as material quantities of citrus deciduous fruits and 
some vegetables. 

We are grateful for the opportunity of summarizing the views of our mem- 
bership on the proposed revisions of the Fair Labor Standards Act and the 
effect of these revisions on our industry and the general public. 

We understand that testimony at the previous hearing will be taken into 
consideration. Therefore, we will be as brief as possible and still cover the 
pertinent factors with a minimum of repetition. 

First, let me state our position : 

1. We strongly oppose any elimination or diminution of the 
granted agriculture under the present law as carried in sections 
7 (c) 313 (a) (6) 3; and 13 (a) (10). 

2. We vigorously reject any modification of section 2 which would extend 
coverage throughout the field of “activities affecting commerce.” It is not nec- 
essary to expound further on our reasons for objecting because this matter has 
been amply covered by many previous witnesses, including Secretary Mitchell. 
It could preempt any rights of the States and could allow Federal regulation of 
practically all business activity. It is vague. Legislation should be clear and 
definite. 

3. We oppose the extension of coverage of this act to include food retailers. 
The record already carries considerable data showing that the cost of distribu- 
tion and services has increased tremendously in recent years and that much of 
these increases come directly from the farmers’ pockets. Federal and State 
Statistics and studies clearly show that increased costs of doing business at the 
wholesale and retail levels have reflected smaller returns to the grower. 
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Studies further show (and these are in the record) that the large food re- 
tailers are already paying materially above the minimum wage. What good 
will regulation accomplish? 

The proposals being considered are concerned only with the large retail 
organizations. However, further encroachment would be easier once part of 
the industry is regulated. Following this encroachment we visualize real dan- 
ger to the agricultural community. Not only is there a real possibility of 
being forced to pay above the market for labor, but the attendant psychology 
of retail coverage in rural areas would have a direct, indirect, and artificial 
effect on the farmers’ costs. Furthermore, the less efficient help (handicapped, 
and so forth) in the community might suffer because it would no longer be 
economically feasible to use their services. In either case the rural commnu- 
nity would be hurt. 


Recommendations 


We respectfully recommend for your favorable consideration S. 1418, the 
agricultural exemptions bill introduced by Senators Stennis, Holland, and 
Hickenlooper. 

This bill, among other things, would restore the intent of Congress concerning 
the agricultural exemption, which has been eroded over the years by adminis- 
trative action and would meet the needs of present-day agriculture and our 
changing system of distribution. In effect, this bill means at least retention 
of the present agricultural exemptions plus clarification of these exemptions for 
the guidance of the Administrator concerning the intent of Congress. 

The Congress has always been cognizant of the need for a healthy and 
prosperous agriculture. In the past it has wisely recognized the specific and 
unique problems of agriculture, and especially the fruit and vegetable industry, 
when writing this type of legislation. It is because these problems continue to 
exist today (and even more so) that we seek retention of the present exemptions 
and clarification of the agricultural, first processing and area of production 
exemptions. 

Reliable statistics are already in the record showing the delicate financial 
position of agriculture. Suffice to say that net farm income has declined and 
farm expenses have increased materially, including farm wages. 

Even diminution of present exemptions would cause our industry further 
inequities and hardships and could easily prove detrimental to the consumer 
in the way of higher prices and possibly poorer merchandise. 

Farm and agricultural processing labor has not been exploited even though 
wages have been unregulated. Farm wages have increased 542 percent over 
the 1910-14 level. Competitive wages must be paid by all industries or labor 
will shift and agriculture is no exception. Furthermore, in agriculture, wages 
are not the entire picture. Such factors as perquisites furnished (housing, 
garden, meals, et cetera), lower living costs in rural communities and the desire 
of many to live in the open country may often result in higher real wages than 
those paid industrial workers. 

There are many valid reasons why we have taken our stated position and 
support S. 1418. We will cover these briefly later as many have already been 
covered in the present hearing and in the previous hearing. 

However, after listening to questions of some of the subcommittee we are 
truly concerned about three subjects, i. e., the agriculture exemption, area of 
production, and so-called industrial farms. We hope we can briefly clarify 
agriculture’s needs. 


Industrial farms versus family farms 


First, let me point out that only 2 percent of all the farms in the country have 
an annual gross income of $25,000 or more. It seems hardly necessary to point 
out that a farm grossing $25,000 or even $100,000 is not an industrial enterprise 
as we know it. However, some of the subcommittee seem to think that even a 
100-acre farm or orchard is in this class and should be covered by the act. We 
further wish to emphasize that a gross income of $25,000 for a farm may only 
mean a net income of $5,000 or less; or even a loss for the farmer. Consider 
also that this small net income must include the owner's income plus his return 
on his investment. An orchardist with 100 acres of apple trees may only have 
a gross income of $25,000 and yet his investment in land, buildings, and equip- 
ment may easily exceed $50,000 to $75,000. 

However, the real crux of the situation lies in the fact that Congress in 1938, 
after listening to all the evidence, approved legislation that provided for an 
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agricultural exemption from wages and hours and they did not separate the 
large farms from the small farms. 

The underlying reasons for the exemption (which I will list later) are just 
as real for the large operator as for the small one. He is faced with the same 
weather problems, the same perishable commodities, the same markets and the 
same recordkeeping problems. At times they may even seem greater and more 
difficult because of the lack of personal control over all the details. 

Agriculture’s need for exemption exists today and to even a greater degree 
than in 1958. Concentration of buying power at the retail level has grown 
with leaps and bounds in recent years. This trend and today’s changing system 
of distribution demands a large and continuous volume from the growers and 
shippers. ‘The large retail units cannot afford to gather merchandise from 
several hundred small suppliers. Not only is it too costly but there is no 
uniformity of supply, grade, variety, volume, et cetera. 

Therefore, to stay in business the farmers of this country must individually 
become large enough to become an economical producing and merchandising 
unit to supply the market demands or band together cooperatitvely or corpora- 
tively for the same purpose. 

In either instance exemption from wage-and-hour regulations is essential for 
survival of the farmer or orchardist. 

Some of the proposals before the subcommittee would exclude those farms 
using 400 man-days or more of hired labor per calendar quarter from being 
classified as agriculture and therefore not entitled to the exemption. 

Adoption of such a proposal would practically mean the loss of the exemption, 
especially to producers of fruits and vegetables—the industry that has greatest 
need for consideration because of the perishability of the commodities and the 
inability to industrialize. 

In apple raising we consider an economic unit to consist of at least 50 acreas 
of good vigorous trees. We need that much to justify the necessary equipment 
and buildings and to enable the owner-operator to live. 

This acreage should produce 300 bushels per acre, or about 15,000 bushels. 
It is doubtful if a picker will average a ton per day—wmore like one-half to 
three-fourths of a ton per day. On that basis it will require more than 400 
man-days to just pick the fruit from the minimum apple producing unit. Is it 
logical to regulate such enterprises? 

Erosion of the agricultural exemption 

Over the years the agricultural exemption has been carefully eroded by 
administrative action. The erosion has reached a point whereby an apple 
grower who produces 50,000 bushels of aples and who packs, stores, and sells 
only his own fruit might easily be judged by the Administrator to be agriculture 
in the production end of his operation, but not within the Administrator’s in- 
terpretation of agriculture in the packing, storing, and selling part of his 
business. 

The Administrator in section 780.19, subpart A—Agriculture, interpretive 
bulletin (May 1956), lists the factors to be considered in determining whether 
or not any practices performed by a farmer or on a farm are an incident to 
or in conjunction with such farming operations. The present definition of 
agriculture in the act (sec. 3 (f)) includes preparation for market, delivery to 
storage or to market or to carriers. The Administrator has eliminated these 
practices by interpretive action from the exemption. 

The factors listed in the interpretive bulletin include the size of the opera- 
tions, amounts invested in land, buildings and equipment for the regular farming 
operations against the practices under question, the payrolls, the number of 
employees involved, the revenue derived, et cetera. 

With today’s grading and packaging requirements (the consumer demands 
everything table-ready and of the best quality), the amounts invested, by the 
aforementioned 50,000-bushel grower, in buildings and equipment for packing 
and storing may easily be double the investment for production. Similar situa- 
tions may easily exist in the question of payrolls and the number of employees 
involved in the production end as compared with packing and storing. Also in 
revenue derived. The cost of producing a bushel of apples today is about 
$1 to $1.50. Whereas the grading, packing, packaging, storing and selling costs 
may run from $1.25 to $2 per bushel. Without the latter services the revenue 
derived would be small and more than likely sales would not even be made. 

S. 1418 clarifies the definition of agriculture by listing the practices which are 
incident to or in conjunction with farming operations. It restores Congress’ 
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intent and realistically meets today’s needs. It would stop legislation by 
administrative fiat. 


Area of production 


The need in our industry for a workable definition of the area of production 
is real and urgent. The present definition by the Administrator causes in- 
equities and hardships. The regulations, part 536 (promulgated by the Admin- 
istrator) act further to aggravate the situation and, in our opinion, are not 
in line with Congress’ intent nor the needs of agriculture and the consumer, 

We spoke earlier of the trend toward concentration of buying power at the 
retail level and the attendant problems facing agriculture. Growers must band 
together to meet consumer and retailer requirements. Among other things the 
area-of-production regulations, as used in section 18 (a) (10), require that 
95 percent of the fresh fruits and vegetables come from sources of supply located 
not more than 15 miles from the plant. In many instances sufficient volume is 
not produced within the allotted distance. This requirement, along with the 
population test, causes real inequities in our industry and defeats the purpose 
of the exemption. 

For example, recently «a group of growers wished to band together for the 
purpose of grading, packing, storing and selling their fruit more efficiently and 
to meet today’s changing distribution system. They had selected an ideal 
physical location in “open country” (area of production). However, in order 
to secure the necessary volume it meant sources of supply more than 15 miles 
from the location. Their plans failed because of the impossible obstacles to 
such agricultural practices attendant with coverage under the act and the dis- 
advantage they would have been under in competing with other ureas that had 
concentrated supplies. 

S. 1418 also defines the “area of production” in a manner that more nearly 
meets agriculture’s needs and Congress’ intent. We urge your favorable con- 
sideration. We can supply many more specific examples of how the present 
reguiations and definition cause hardships and inequities. 


REASONS FOR OUR POSITION AND RECOMMENDATIONS 


Some of these have already been covered in this statement and by ourselves and 
others in previous statements. Therefore we'll be brief. 
Recordkeeping 

First, the grower would find it necessary to keep and maintain voluminous and 
intricate records. This would be time consuming, expensive and unproductive, 
Furthermore, the very nature of our industry would make such recordkeeping 
exceptionally complicated and confusing. For example, how would such matters 
as perquisites, piecework, etc. be handled for compliance? 

At the mercy of the elements 

Second, our industry is at the mercy of the vagaries of weather and the inherent 
characteristics of its commodities. We cannot control the necessity for working 
over or under the 8-hour day or the 40-hour week as can be done in manufacturing. 

For example, the apple producer is confronted with controlling scab, a fungus 
disease on apples. When the foliage is wet and temperatures are right, the 
spores germinate and grow. ‘To prevent such germination and growth the foliage 
and fruit must be covered with fungicide. In most areas this inust be accom- 
plished at least every 7 days to protect new growth and more often with frequent 
rains. It is an all-summer battle to keep the orchard covered and in a rainy 
period it is a continuous day and night job (we use lights). Often we must 
wait if the winds are too strong and this also means long hours to get the job 
done in time to prevent loss of the crop. 

When the apples near maturity they may start to drop. This can be prevented 
through use of chemicals, but these too must be applied at the proper time or 
we lose our crop on the ground. This again means long hours over which we 
have no control. 

The fruit must be picked when it has reached proper maturity on the tree. 
The proper harvesting period for any one fruit or variety is relatively short, 
and this means concentrated work in a few days or weeks at the most. More 
overtime. If not harvested at the proper time, the fruit may be virtually worth- 
less. Consumers are not interested in buying overripe fruit even at a price that 
would not cover cost of transportation to market, let alone a season’s work and 
eash outlay. 
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In addition, the fruit must be placed in refrigerated storages immediately 
following harvest. If this is not accomplished, quality and storage life are 
impaired with attendant or subsequent lower prices or even complete loss. 
Even under optimum conditions, this operation cannot be done in an 8-hour 
day. If unfavorable conditions exist, the pressure is even greater. 

Furthermore, in the marketing of perishables, the need to “make the market” 
is tremendous. “Missing the market” may result in a heavy financial loss to 
the grower. This usually means working more than 8 hours to get the fruit 
packed and loaded on trucks or refrigerator cars. The requirement to pay for 
overtime assumes all consuming importance. 


Hand labor versus automation 

Third, ours is an industry requiring substantial hand labor with compara- 
tively low output per worker. We are not an industry suited to automation 
nor is it conceivable that we will even approach that level in the foreseeable 
future. However, we have made encouraging progress in mechanization and 
the use of power tools especially in spraying, pruning, handling, and to some 
extent packing. We are not readily able to absorb increased costs that would 
arise from elimination or modification of the present exemptions. 


We employ the handicapped 


Fourth, our industry employs a great many people who would not be able to 
compete in the urban labor force because of physical, mental, educational, age, 
or other handicaps. If a minimum wage were imposed, many of these, by neces- 
sity, would be dropped and become public charges. Productivity commensurate 
with wages paid is the only economically sound basis for employment. In 
other words, labor can price itself out of the market. 


The customer is always right 


Fifth, people want fruit and want it in good condition and conveniently 
packed. This requires a substantial outlay of capital and a large work force. 
Many of our small and medium size growers find it more economical to have 
their apples packed and stored by private firms who can make efficient full- 
time use of equipment and labor by performing these services for a large num- 
ber of growers. Any increased costs for these services are direct increases in 
the costs to the grower, and it is seldom they can be passed on to the consumer. 
Thus an extension of coverage would be harmful to the small grower, who is 
in greatest need of the exemptions. 


We need the processor 


Sixth, in the apple industry (as well as other fruits) we produce a substan- 
tial tonnage of fruit not suitable for the fresh market due to color, shape, 
size, or variety. This fruit must be processed (canned, frozen, or dried). Proc 
essed uples are one of the least expensive fruits, if not the least, on the market 
today. It is a highly competitive situation. If present exemptions (notably 
secs. 7 (b) (3), 7 (cc), and 13 (a) (10)) are eliminated or reduced and labor 
costs increased, the processor will be forced to pay less to the grower to remain 
competitive. In fact the coverage (for packing and canning) should be broad- 
ened by a more realistic definition of “area of production” as suggested earlier. 
We're stuck 

Seventh, the deciduous fruit industry is unique in its inability to shift rapidly 
to meet necessary adjustments that could be caused by a change in exemptions. 
For example, an applegrower plants an orchard. It is 8 to 10 years before he 
even starts to break even. By that time he has a considerable investment in 
bringing those trees into bearing and in special equipment and buildings. He 
must spray, prune, cultivate, etc. Let’s say the present exemptions are elimi- 
nated or diminished. He may be forced to operate at a loss through increased 
costs. He is unable to shift overnight, or even in a year, to another crop in 
which he could take advantage of greater mechanization without losing 10 
years’ labor and its attendant investment. The same is true for the grower with 
an established orchard. Both may lose their investment and savings in a very 
short time because the cost of doing business today is terrific considering the 
financial reward. Some growers may be forced to srend as high as $100 for 
spray materials alone for 1 acre, due to weather conditions, 

In passing, we might point out that our tax struc.ure does not leave much 
“headroom” to make necessary adjustments that could be caused by some of the 
proposed legislation. 
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In closing we urge: 

1. Favorable consideration of S. 1418, the agricultural exemptions bill or at 
least retention of the present agricultural exemptions. 

2. Retention of the present exemption of certain food distributors and retail 
and service establishments from coverage. 

3. Retention of the present language in section 2. 

We appreciate the opportunity of presenting our views on the matters before 
the subcommittee. 


INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION, 
New York, N. Y., March 21, 1957. 
Hon, JOHN F. KENNEDY, 
Chairman, Senate Subcommittee on Labor, 
United States Senate, Washington, D. C. 


DEAR SENATOR KENNEDY: On behalf of the more than 440,000 members of our 
union, I would like to urge your subcommittee’s support of S. 1267 introduced 
by Senator Wayne Morse and several others for the extension of coverage of 
the Fair Labor Standards Act. 

The extension of cove-age of the Fair Labor Standards Act directly affects 
members of our organization only to a minor degree. Except for alterations 
workers employed in retail stores and some others who produce custom-made 
clothes, the rest of our members in the continental United States are presently 
covered by the legal minimum wage of $1 per hour. For that matter, the 
typical minimum wages under our contracts are higher than the legal minimum 
wage of $1 per hour while their work-week is shorter—consisting of 35 hours. 

Our experience with the legal minimums, as well as with minimum wage 
standards established under the terms of union contracts, clearly demonstrate 
that these standards benefit not only the workers but the employers as well, to 
say nothing of the community at large. We are of a firm opinion that the ex- 
tension of legal minimum wage protection beyond the scope of the present law 
would similarly be of immeasurable value to the lower paid workers of our 
Nation as well as to the public at large. It is for this reason that I wish to add 
the voice of our members to the many others who urge the passage of S. 1267. 
I believe it is one of the most important and urgent legislative matters now 
pending before the Congress. 

I am, of course, aware that a number of other bills are pending before the 
Congress affecting the existing Fair Labor Standards Act . Should any of these 
bills be considered by your subcommittee, I would want to have an opportunity 
to be heard. 

Respectfully yours, 
Davin DuBpinskKy, President. 


STATEMENT By Mr. DovuGLAsS GLEASON, SECRETARY KANSAS TELEPHONE ASSOCIA- 
TION, TOPEKA, KANS. 


Mr. Chairman and members of this distinguished committee. We are in- 
formed that your subcommittee is considering proposed measures to amend 
Wage-Hour Act to (1) eliminate the provision for an exemption from the 
application of the law which extends to telephone operators employed in ex- 
changes serving fewer than 750 subscribers, or (2) to eliminate the exchange 
as the unit for determining whether the exemption should apply and to substitute 
the company as that unit. 

The Kansas Telephone Association has been requested by its membership 
(comprised of a large percent of the total number of independent telephone com- 
panies in Kansas) to urge that you do not recommend amendment of the act in 
either of the particulars recited above. As secretary and counsel for the associa- 
tion, I submit the following information which effectively illustrates the reason 
for the position our membership has taken. The source for all statistical infor- 
formation reflected here is the 23d biennial report of the Kansas State Cor- 
poration Commission published in February 1957 and covering the period July 
1, 1954, to June 30, 1956. Appropriate page references are given. We also 
enclose with this memorandum, for whatever value it may have for you, a copy 
of that publication. 
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Our Kansas telephone companies are public utilities under the laws of our 
State. As such they are subject to regulation by our corporation commission. 
Standards for construction of overhead lines, efficiency and sufficiency of service 
rendered, the issuance of securities and the rates which may be charged are 
determined by the commission. Our independent companies serve the small 
towns and rural areas of our State. The largest exchange operated by an inde- 
pendent company in Kansas serves only 5,194 subscribers. The smallest serves 
but 31. The commercial establishments in our small towns are geared pri- 
marily to the agricultural economy which in most cases, supports those towns. 
Incomes are substantially lower than the incomes in larger metropolitan centers. 
The scale of wages paid and the price levels of the commodities marketed at 
retail are more closely related to wages of farm laborers and prices obtainable 
for farm products, than to the wage and price levels in industrial communities. 

In these comparatively rural communities where modest wage and price levels 
prevail generally there are at least two compelling reasons why the existing 
exemptions relating to telephone operator’s wages should be maintained. 

1. At $1 per hour, the telephone operators in many of these small communities, 
will be the highest paid employees in town. Few, if any, other industries or 
businesses in these rural communities are doing interstate business. Their wage 
scales are frequently below the federally fixed minimum. This tends to create 
a difficult and costly public relations problem for the telephone company. 

2. The level of telephone rates which would be required to recover costs of 
operator wages, if the $1 per hour minimum was applied, would be prohibitive. 
Wide use of the facilities by the people who actually need telephone service would 
be discouraged. 

Some illustrations of the effect of extending minimum wage provisions to 
telephone operators in small exchanges may be helpful. 


CLASS E TELEPHONE COMPANIES 


In Kansas, we have 128 Class E telephone companies (biennial report, pages 
99 through 106). These are companies with annual revenues from all services 
rendered of $5,000 or less. Each of these companies operates only a single ex- 
change. The largest exchange serves only 266 subscribers. The average number 
of subscribers in these exchanges is just under 108. Our Corporation Commission 
requires that service be available 24 hours per day. Extension of the minimum 
wage provisions to operators at these exchanges would establish a minimum 
expense for operators of $720 per month. Thus in the average exchange the sub- 
scriber would be called upon to pay just under $7 per month to cover the cost of 
operators alone. Taxes, depreciation, maintenance, supervision, return on in- 
vestment, ete., would increase that amount by at least $1.50 per month. No 
one in those small rural communities will pay $8.50 per month for exchange 
telephone service. 

Another illustration relating to the same group of Class E companies should 
be given. In the full calendar year 1955, these 128 exchanges owned by 128 
separate companies served 13,797 subscribers. The total revenue received by all 
these companies was $353,781.87. The total wage expense for all these companies 
was $207,571.89, (See biennial report, page 102). If the minimum wage was 
paid to the operators in these exchanges, the total required for operators wages 
would be $1,121,280. ($1.00 x 24 hours x 365 days x 128 exchanges). More 
than 8 times the present total revenues would be required to pay the operators 
alone. Operator’s wages would be more than 5 times as much as the wages 
presently paid to all personnel. 


CLASS D TELEPHONE COMPANIES 


Kansas also has 137 Class D telephone companies (biennial report, pages 8S 
to 97). These companies have annual revenues of from $5,000 to $25,000. 
From year to year, revenues of a few of the companies will drop below the 
lower limit ad some will go above the upper limit. When it appears that the 
change is temporary, the company classification is not immediately changed 
(The various classes comply with different rules as to systems of accounting.) 
These companies operate 154 exchanges serving 40,615 subscribers. Eleven of 
these exchanges are dial operated. The remainder require the services of 
operators 24 hours per day. 
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The manually operated exchanges may be summarized in classes according to 
the number of subscribers served as follows : 


Exchanges have fewer than 100____-__-___----_- isi oak anita ee 
Exchanges have more than 100 but fewer than 200_______--___________-____ 34 
Exchanges have more than 200 but fewer than 300__.______-__------___--_~- 55 
Saenenene have more than 300 but fewer than 400_________- a 
Exchanges have more than 400 but fewer than 500______---____-_________- 15 
Exchanges have 500 or more subscribers, the largest has 540 subseribers_ 4 
RN a a a ic hd a lice pinnind te meine m Gare ne gee 148 


The largest number of exchanges operated by any one Class D company is 4, 
The total number of subscribers in all 4 exchanges is 612. 

The Class D companies serve a total of 38,825 subscribers in the 143 manually 
operated exchanges—an average of 270 subscribers per exchange. 

Assuming one operator on duty can handle the calling load at all hours, the 
total annual operator is $8,760. The monthly cost per subscriber for operator 
service is approximately $2.70. Many monthly rates are presently below that 
figure. (See biennial report, pp. 92-97.) Maintenance, depreciation, taxes, ete. 
must also be recovered. 

In 1955, the total operating expenses for all the exchanges (including 11 dial 
exchanges) operated by our Class D companies was $1,336,312.75. This amount 
includes maintenance, supervision, supplies, depreciation, taxes, insurance and 
all other items of expense. If the minimum wage was paid to the operators in 
the 143 manually operated exchanges, the operator cost alone would be $1,252,- 
680—just $82,632 short of the total of all operating expenses for all 154 
exchanges. 

It should be readily apparent that the application of the minimum wage of 
$1 per hour to the operators in these exchanges would increase operating costs 
more than 50 percent and in some instances more than 100 percent. (See 
biennial report, pp. 88-91.) Income levels in these rural communities are such 
that rates sufficiently high to recover these costs would impose an unreasonable 
and in many cases an unbearable burden. One of our greatest problems now is 
to maintain service at a cost low enough to be available to the many retired 
farmers and elderly single persons who make their homes in these rural com- 
munities. It will be impossible to do so if operators’ wages are substantially 
increased. 

CLASS © TELEPHONE COMPANIES 


We have 30 class C companies in Kansas. (See biennial report, pp. 38-86.) 
These companies have annual revenues of from $25,000 to $100,000 per year. 
The 30 companies operate a total of 129 exchanges, serving 35,483 subscribers. 
Sixteen of the 30 companies operate exchanges which serve fewer than 750 
subscribers. Each of these 16 companies serve more than 750 total subscribers 
when all the exchanges operated by each is considered. The use of the com- 
pany as the unit to test the application of the minimum wage would result in 
increased costs to all. About one-half of the 35,483 subscribers served by our 
elass C companies would be called upon to pay substantially increased rates if 
the minimum wage of $1 was paid to all operators in all exchanges operated by 
these companies. The rates are already at a level which challenges the economy 
of the subscribers. These companies do not serve large towns. The largest 
exchange owned by a class C company serves fewer than 1,400 telephones. The 
smallest exchange serves 42 telephones. An unreasonable burden would be 
imposed by rates which would enable the companies to recover costs resulting 
from broader application of the minimum wage. 

An illustration of the results which will be experienced in one of the class € 
companies is representative of what may be expected in the other. The Reno 
Telephone Association, Inc., operates 9 exchanges, serving 1,966 subscribers, an 
average of 218 per exchange. Wages of none of the operators in the 9 exchanges 
are now subject to the federally fixed minimum. The company experienced a 
loss in 1955. (See biennial report, p. 82, line 20.) A dial conversion program 
for this company is designed to eliminate operator costs altogether and put the 
company on a profiatble operating basis. Any substantial increase in operator 
costs would impair the company’s ability to carry out its improvement program. 
Its subscribers simply could not pay what would be required to cover the cost 
of the operators. 
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A glance at the statistics relating to the other class C companies reveal that 
similar insurmountable difficulties would be faced by them. 


CLASS A AND B TELEPHONE COMPANIES 


We have 5 independent companies in Kansas with revenues in excess of 
$100,000 annually. (See binenial report, pp. 71-81.) The smallest of these 
operates 3 exchanges, serving 3,111 subscribers, and in 1955 its total revenues 
were $167,803.21. The largest of these operates 65 exchanges, and in 1955 its 
total revenues were $2,011,516.47. 

The smallest company just referred to (Kansas State Telephone Co., Inc.) 
operates 1 dial and 2 manual exchanges. Both manual exchanges are already 
subject to the minimum wage. The Communication Workers of America have 
organized the employees and their wages and working conditions are provided 
for in a union contract. 

The employees of the largest company just referred to (United Telephone 
Company of Kansas, Inc.) are also organized, and their wages and working 
conditions are provided for in a union contract. An important difference be- 
tween the 2 companies may be noted. The largest company operates 15 ex- 
changes serving more than 750 subscribers each and 50 exchanges serving fewer 
than 750 subscribers each Five of the smaller exchanges are dial. Two of the 
larger exchanges are dial. 

While the wages of the operators in the 45 manually operated exchanges serving 
fewer than 750 subscribers are not subject to the federally fixed minimum, they 
are subject to the union contract. Significantly, the union, CWA, has recognized 
that the economies of the individual communities should be considered in fixing 
the wages of the operators who work in those communities. The union thus has 
recognized the impracticality of fixing the same minimum wage for all operators 
ina particular company. The employees, through their representatives and the 
company—both in a position to know the economic facts of life in the communities 
served and the relative wage levels of telephone operators and other employees 
have attested to the soundness of the exchange basis of wage fixing. 

Another argument in favor of the exchange basis for determining the applicabil- 
ity of the Federal minimum wage lies in the rules adopted by the Kansas Cor- 
poration Commission relating to ratemaking. Our commission has, in some in- 
stances, fixed the rates for a multiexchange company on an individual exchange 
basis. Our commission has been especially inclined to do so when the operating 
costs per station, as between exchanges, exhibit marked differences. In almost 
all cases, our commission has insisted that the rates applicable to any exchange 
be sufficient to enable the company to recover at least the amount of the out-of- 
pocket operating expenses. 

It will be seen that the telephone companies and telephone subscribers in 
Kansas would suffer in precisely the same way and in practically the same degree 
if the operator exemption is fixed on a company basis as they would if the operator 
exemption is eliminated. 

Three of our class A and B independents would experience back breaking hard- 
ships if the minimum wage is applied to all their operators regardless of the 
character of the amendments to the act which effect that result. 

Each of the three companies, McKrae Telephone Co., Inc., United Telephone 
Co. of Kansas, Inc., and Western Light & Telephone Co., Inc. operate several 
exchanges which serve fewer than 750 subscribers. McKrae operates 13 ex- 
changes serving 4,998 subscribers. Wages of operators in 11 of the exchanges are 
presently exempt from the federally fixed minimum wage—though subject to a 
union contract. These 11 exchanges serve 39 percent of the company’s sub- 
seribers. United operates 65 exchanges. Forty-five of these, as we have ob- 
served, serve fewer than 750 subscribers. The operators wages are therefore 
exempt from the fixed minimum though subject to the union contract. These 45 
exchanges serve 44 percent of the company’s 36,176 subscribers. Western oper- 
ates 12 exchanges serving 7,671 subscribers. Eight of these exchanges serve 
fewer than 750 subscribers and the operators wages are exempt from the fixed 
minimum though subject to contract. These 8 exchanges serve just over 40 
percent of the company’s subscribers. 

It must be apparent that even if our commission were willing to fix rates on a 
companywide basis, substantially increased costs to serve relatively large per- 
centage of these company’s subscribers would be heavy burden upon all the sub- 
scribers. The economies of the communities served will not support the necessary 
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rates. Moreover, as has been pointed out, our commission has shown no in- 
clination to permit recovery of operating costs for one exchange in rates ap- 
plicable to another. 

We respectfully suggest that extending the federally fixed minimum wage to 
cperators in telephone exchanges serving fewer than 750 subscribers will have the 
effect of (1) depriving many people of a service found to be both convenient and 
necessary, (2) hasten, insofar as possible, the installation of automatic equip- 
ment which will terminate the employment of the intended beneficiaries of such 
ection, (8) bankrupt many of our Kansas companies (unable to quickly eonvert to 
dial operation) by requiring them to increase operating expenses above their 
ability to pay. The people in the communities served cannot pay rates which 
would be necessary to enable the companies to pay such increased costs. 

We earnestly hope that you will not recommend amendments to the Wage-Hour 
Act which will have such adverse effects upon the telephone companies and tele- 
phone subscribers in the State of Kansas. 





STATEMENT OF GILBERT R. JOHNSON, CoUNSEL, LAKE CARRIERS’ ASSOCIATION, 
CLEVELAND, OHIO 


Lake Carriers’ Association is an organization composed of companies owning 
and operating some 309 American-flag bulk cargo vessels on the Great Lakes. 
The vessels of association members transport about 95 percent of all bulk com- 
modities, such as iron ore, coal, limestone, and grain, moving between United 
States ports on the Great Lakes. Of the more than 14,000 officers and seamen 
required to man the privately owned American-flag Great Lakes fleet in times 
of full operations, about 11,500 officers and seamen are employed on vessels of 
members of the association. 

At the present, as in the past, Lake Carriers’ Association and its member com- 
panies are inalterably opposed to any modification of the Fair Labor Standards 
Act of 1938, as amended, which would extend any of the provisions of the act 
to Great Lakes seamen. This opposition is based on two firm and fundamental 
beliefs, first, that neither the policy nor the purposes of the act would be fur- 
thered by bringing Great Lakes seamen within the purview of the act and, 
second, that the characteristics of maritime employment on the Great Lakes 
as well as the statutory and case law governing such employment, make it 
unsusceptible of regulation under a general law such as the Fair Labor Standards 
Act of 1938, as amended. It is precisely for these reasons that seamen were 
first excluded from the act when originally adopted. They are equally valid 
today. 

THE POLICY AND PURPOSES OF THE FAIR LABOR STANDARDS ACT 


The reports of the Senate Committee on Labor and Public Welfare and the 
House Committee on Education and Labor, as well as the statements of various 
Members of Congress on the floors of the Senate and House at the time the 
Fair Labor Standards Act was adopted, amply demonstrate that it was the 
policy of Congress at that time to enact a law which would not conflict with 
other laws relating to seamen or the regulations of administrative agencies 
promulgated thereunder. It was said by Senator (now Mr. Justice) Black, in 
the report of the Senate committee, that “it was the policy of the committee, 
in cases where regulation of hours and wages are given to other governmental 
agencies to write the bill in such a way as not to conflict with such regulation. 
That action was taken with reference to maritime workers.” This policy has 
been continued even though the act was substantially rewritten in 1949. 

The purposes of the act are to eliminate substandard wages and to spread 
employment by shortening the hours of work. All unlicensed seamen em- 
ployed on vessels of association members receive compensation on the basis 
of an 8-hour day at rates far in excess of those required by the act. Further, 
overtime at 11% times the regular rate is paid all such seamen for hours worked 
in excess of 8 per day and 40 per week and at least 2 times the regular rate for 
a holiday. In addition, on holdidays when no work is performed these seamen 
receive a full day’s pay and are credited with 8 hours regular time which counts 
toward the first 40 hours of a workweek. When work is actually performed 
on the holiday the seaman is given double time and again credited for a full 
8 hours straight time even though he may not have worked as much as 8 hours. 
These practices result in more overtime pay and hence higher wages for Great 
Lakes seamen again far in excess of the requirements of the act. 
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The complement of officers and crew for Great Lakes vessels is specified by 
the United States Coast Guard in accordance with the requirements of safety 
(46 U. S. C. A, 222; 46 C. F. R., pt. 157). Under the Seamen’s Act of 1915, as 
amended, the division of the crew into at least three substantially equal watches 
is compulsory by law and no seaman may be shipped to work alternately in the 
fireroom and on deck or vice versa (46 U. 8. C. A. 673). This section of the 
Seaman’s Act also fixes the maximum workday at 8 hours and prohibits the 
performance against the seaman’s will of unnecessary work in port on Sundays 
and certain named legal holidays. 

Obviously, no useful purpose will be served by including Great Lakes sea- 
men within the coverage of the act. Wages throughout the Great Lakes mari- 
time industry are by no means substandard. Furthermore, as previously noted, 
the vessel operator’s manning requirements are specified by the Coast Guard in 
accordance with the requirements of safety. 

On the other hand, extension of the act to include seamen could result in less 
pay for Great Lakes seamen. On many special type vessels equipped with self- 
unloading machinery for the discharge of cargo, certain seamen are paid a pre- 
mium in addition to their hourly rate for services rendered in connection with 
the unloading of cargo. On other vessels certain dayworkers, if called out more 
than 2 times during the day to work their daily assignments, are paid at 1% 
times the regular rate for all time worked during the third or additional work- 
ing period. 

In neither instance are these special rates paid in connection with hours 
worked in excess of the normal or regular workday. The act would require that 
they be included within the regular hourly rate. Similarly, all hours for which 
double time is paid, such as holidays actually worked, are, under the act, 
credited towards overtime compensation. The practical impossibility of com- 
bining these and similar premium payments within the regular hourly rate 
under the Fair Labor Standards Act would quickly discourage their use. Thus, 
regulation of the type contemplated by the Act might well be detrimental to 
the Great Lakes seaman. 

In view of these facts and the further fact that the regulation of hours and 
wages of seamen are to a large extent given to other governmental agencies, 
such as the Coast Guard, the wisdom of that policy which first excinded sea- 
men from the coverage of the act becomes all the more apparent. The employ- 
ment of seamen is unlike any other industrial vocation. The addition of one 
more regulatory agency in the form of the Administrator of the Wage and Hour 
Division of the Department of Labor, who necessarily is guided by a totally 
different set of standards and objectives, could but result in inevitable conflict, 
confusion and onerous regulation. 


THE CHARACTERISTICS OF MARITIME EMPLOY MENT 


Today there is no less regulation of the wages, hours and conditions of em- 
ployment for seamen than when the Fair Labor Standards Act was first 
adopted. The statutory and case law governing maritime employment is pe- 
culiar to the industry. No one may be employed as a seaman in any capacity 
either as an officer or member of the crew of a United States vessel unless he 
holds a license as an officer or a certificate of service as an unlicensed seaman 
for the position in which he is engaged (46 U. S. C. A. 221-240, 672). Ona 
Great Lakes vessel the master must make a contract in writing with every 
Seaman before the vessel leaves port showing the term of the voyage or the 
period of employment (46 U. S. C. A. 574). In the event of wrongful discharge 
the seaman is entitled to wages for the full term of employment (Harriman v. 
Midland S. S. Line, (2CA) 208 F. 2d 564). As previously noted, the manning 
requirements of a vessel, the maximum workday and the division of the crew 
into at least three substantially equal watches is controlled by statute and 
supplemented by administrative regulations. 

In the event a seaman falls ill or suffers injury in the service of the ship, the 
vessel is required to provide maintenance and cure (The Osceola, 189 U. S. 158). 
The duty to maintain and care for a seaman carries with it the obligation to 
pay wages to the end of the contract period (Great Lakes Steamship Co.. Inc. 
v. Geiger, (6 C. A.) 261 F. 275; Jones v. Waterman 8. 8S. Corp. (3 C. A.) 155 F. 
2d 992). 

Under the maritime law a seaman is considered to be “in the service of the 
ship” if he is generally answerable to the vessel’s call to duty even though he 
may not be engaged in the performance of routine tasks or under specific orders 
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(Farrell v. United States, 336 U. S. 511). It has been held that even a seaman 
injured while returning from shore where he had gone for his own personal 
reasons was, nevertheless, “in the service of the ship” and entitled to mainte. 
nance and cure (Aguliar v. Standard Oil Co., 318 U. 8. 724). So broad is the 
shipowner’s obligation in this regard that negligence or acts, short of cul- 
pable misconduct on a seaman’s part, will not relieve the shipowner of liability 
Only willful misbehavior or a deliberate act of indiscretion is sufficient to de- 
prive the seaman of this protection (Aguliar v. Standard Oil Co., supra). The 
rationale of this ancient doctrine of the sea is that the seaman, even while on 
shore leave, is still in the ship’s service and subject to the orders and control 
of the master (Smith v. United States (4 C. A.) 167 F. 2d 550). Maintenance 
while being cured merely takes the place of the seaman’s sustenance on board 
which also is a condition of his employment (Robinson v. Swayne & Hoyt, Ltd. 
(D. C. 8. D. Cal.) 33 F. Supp. 93). A seaman’s employment requires that he be 
provided with sustenance, the equivalent of board and lodging. If the vessel 
owner fails to provide suitable food it is liable to the seaman (United States 
Shipping Board Emergency Fleet Corporation vy. Greenwald, (2 C. A.) 16 F. 2d 
948). 

These rights and remedies of the seaman were recognized as early as the laws 
of Oleron. (Reprinted at 30 Fed. Cases, pp. 1171-1187.) In turn they have 
had a profound influence on the development of maritime law both in Eng- 
land and the United States (4 Benedict on Admiralty (sixth ed.), pp. 350-358). 

Under the Jones Act (46 U. S. C. A. 688), the seaman injured in the service 
of his ship due to negligence or unseaworthiness may recover indemnity or 
compensation before a court or jury. The injury need only occur in the course 
of employment (O'Donnell v. Great Lakes Dredge & Dock Co., 318 U. S. 36). 
“In the course of employment” applies to a seaman off duty as well as on 
(States S. 8. Co. vy. Berglann, (9 C. A.) 41 F. 2d 456). Because of such laws 
vessel owners and their masters are continuously conscious of the health, 
safety and welfare of their seamen who enjoy a degree of security not found 
in shoreside industries (Farrell v. United States, supra). 


APPLYING THE FAIR LABOR STANDARDS ACT TO SEAMEN 


The concept that the seaman is “acting in the course of employment” while 
“in the service of his ship” is not unusual considering the characteristics of 
maritime employment. However, despite the fact that the policy and purposes 
of the case law, the Seamen’s Act and related statutes giving rise to the con- 
cept are vastly different from those of the Fair Labor Standards Act, were 
that act to apply to seamen it is clear that compensation would be required 
during all times that the seaman is in the service of his ship. This would be 
true whether or not he is standing a regular watch or performing other work 
pursuant to the instructions of his superior officers. Numerous court decisions 
indicate that the act requires compensation for all hours during which em- 
ployees are required to be on the premises of the employer subject to call and 
amenable to the employer’s discipline, even though not actively engaged in 
work (Armour v. Wantock, 323 U. S. 126; Skidmore v. Swift & Co., 323 U. S&S. 
134). 

It is probable that the Wage and Hour Administrator guided by these deci- 
sions and his own extensive interpretative bulletins would not be inclined nor 
would he have authority to exclude from compensation periods recognized by 
the maritime law as being in the service of the vessel. The Administrator con- 
siders periods of activity as compensable depending upon the degree to which 
the employee is free to engage in personal activities. He also considers the 
frequency with which an employee is called upon to engage in work and does 
not view the employee’s time as his own as long as he remains conveniently 
available to carry out the instructions of his employer. Thus, as a general rule 
under present law, hours worked are not limited to time spent in acts of labor. 
(Interpretative Bulletin No. 13). The existing views of the Administrator place 
all emergencies as falling within the call of duty and hence compensable (Ad- 
ministrative Opinions, October 1938 and April 10, 1941). 


SPECIFIC PROPOSALS FOR EXTENDING THE COVERAGE OF THE FAIR LABOR STANDARDS 
ACT TO SEAMEN 


From time to time many proposals have been advanced for limiting the appli- 
eation of the act so as to avoid any interpretation which would require the 
payment of a2 minimum wage for all hours during which, technically, the seaman 
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is in the service of his ship. One such proposal bas been advanced by the 
Secretary of Labor, who, on February 26, 1957, before the Subcommittee on 
Labor of the Senate Committee on Labor and Public Welfare, proposed among 
other things that section 6 of the act be amended by inserting the following 
new paragraph: 

“(4) If such employee is employed as a seaman on an American vessel to 
whom this section applies, not less than the rate which will provide to the 
employee, for the period covered by the wage payment, wages equal to compen- 
sation at the minimum hourly rate prescribed by paragraph (1) of this sub- 
section for all hours during such period when he was actually on duty (not in- 
cluding off-duty periods within such period which are provided pursuant to the 
employment agreement or periods aboard ship when the employee was not on 
watch and was not, at the direction of a superior officer, either performing other 
work or standing by).” 

The effect of this amendment would be to bring seamen under the minimum 
wage provisions of the act as to so-called hours actually on duty. 

It has also been proposed in 8S. 1267, H. R. 4575, and related bills, to modify 
the seaman’s exemption, clause 14, subsection (a) of section 13 of the act, so 
that such exemption would apply only to any employee employed ag a seaman 
on a vessel other than an American vessel. In addition, a proviso would be 
added to the effect— 

“that an employee employed as a seaman on an American vessel shall be paid 


not less than the rate that will provide the employee, for the period covered by 


the wage payment, wages equal to compensation at the minimum hourly rate 
prescribed by section 6 for all hours during which he was actually on duty (not 
including off-duty periods aboard ship when the employee rendered no service) .” 
Again the effect of this amendment would be to bring seamen under the mini- 
mum-wage provisions of the act as to so-called hours actually on duty. 

Both proposals are objectionable in that the Wage and Hour Administrator 
would have the task of deciding when a seaman is “actually on duty.” Simi- 
larly, the Administrator will have to determine either what are off-duty periods 
aboard ship when a seaman renders no services or periods aboard ship when a 
seaman is not on watch and is not, at the direction of a superior officer, either 
performing other work or standing by. 

No governmental agency has ever found it necessary to codify or accurately 
detail the actual duties of a seaman. They are, however, known and understood 
as among the master, his officers, and seamen. To attempt to define now the 
duties of a seaman or the hours actually on duty would end in hopeless confusion. 

Existing maritime law avoids confusion and ambiguity by permitting the mas- 
ter and seamen to define the working day by contract. Overtime is then paid for 
all work, whatever it may be, done outside specified working hours under au- 
thorization of the master or other responsible officer. This no longer would be 
true were the Administrator to attempt to codify or regulate the hours actually 
on duty. 

The maritime law places continued responsibility for the safety of the vessel, 
her cargo, and crew, upon the master. It is essential that he have authority 
equal to that responsibility. Any attempt to define the duties of seamen by 
administrative regulation could place serious limitations on the master’s au- 
thority and jeopardize the safety of vessis at sea. 

Apart from the foregoing considerations it should be noted that neither pro- 
posal is adequate to deal with the situation which would arise when a seaman 
is ashore but still in the service of his ship. Under either proposal off-duty 
periods ashore would be compensable. Such a result would be completely arbi- 
trary and but illustrates the difficulty in attempting to bring a specialized art 
under general statutory regulation. 

Other proposals have been advanced to redefine the term “wage” so that, with 
respect to seamen, the value of sustenance would be excluded. The law requires 
that the vessel owner provide sustenance for seamen as a condition of their 
employment. It represents a substantial cost to the shipowner and a corre- 
sponding benefit to seamen. Under the Social Security Act a tax is paid upon 
the value of sustenance. The unemployment-compensation laws of the States in 
which member companies of Lake Carriers’ Association cover their seamen, and 
in some instances the income-tax laws of those States, require that the value of 
sustenance be included in the wages of seamen. To draw an arbitrary line be- 
tween sustenance which is commonly furnished and sustenance which is fur- 
nished because necessary to employment is a distinction without a difference. 
Vessel operators should not be penalized by eliminating from the computation of 
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wages the reasonable cost of sustenance which they are by law required to 
furnish seamen. 

A further problem arises in connection with vessel officers. Under existing 
law, or any proposal for its modification, vessel officers would not be excluded 
from the act as are certain other executives. Nevertheless, there is no question 
that they are executives. Their positions are created and largely defined by 
statute (46 U. S. C. A. 221). The wage-and-hour administrator, however, has 
adopted a rule of thumb whereby an employee is not deemed an executive if he 
spends more than 20 percent of his time in work similar to that performed by 
those whom he supervises. Under such a test, ship’s officers would not be con- 
sidered executives. They of necessity perform a great deal of the same kind of 
work as seamen. The similarity of certain types of work performed by both 
would prohibit licensed officers from meeting the test set forth in the existing 
regulations. 
































CONCLUSION 





That Congress acted wisely in excluding seamen from the Fair Labor Stand- 
ards Act cannot be challenged. The act is wholly unsuited to the relationship 
which exists between the Great Lakes vessel owner and the seaman. 
Regulation of the type contemplated in the act is wholly unnecessary, not 
only because of the high wage standard prevailing throughout the Great Lakes 
vessel industry but also because the wages, hours, and conditions of employ- 
ment of Great Lakes seamen are already closely regulated under existing acts 
of Congress. Indeed, enactment of any of the proposals advanced so far for 
extending the Fair Labor Standards Act to seamen would only create legal 
conflicts and produce an avalanche of litigation. Actually, Great Lakes seamen 
stand to lose substantial wage benefits from the enactment of such legislation. 
For these reasons Lake Carriers’ Association and its member companies 
strongly urge that the provisions of the Fair Labor Standards Act of 1938, as 
amended, not be extended to include seamen. 


LAUNDRY WORKERS’ INTERNATIONAL UNION AFT-~CIO—ARTICLE FROM THE 
INTERNATIONAL LAUNDRY WORKER, MAY 1957 


LAUNDRY WAGES DO NOT DETERMINE PRICES 
By Herbert S. Shockney, Director of Research and Education, Laundry Workers’ 


International Union, AFL-CIO 













Have you ever been on your local union negotiating committee? If so, how 
many times have you heard the boss say, “If I raise wages, I'll have to raise 
prices. Then people will do their own laundry and I'll have to close my doors.” 
Chances are you were even offered the key to the laundry if you could show him 
how he could pay higher wages without raising prices. 

Sometimes I think the laundry owners have told that story so often they be- 
lieve it themselves. They are not alone, however. Nearly every day you can 
pick up a newspaper and read how wage increases are solely responsible for the 
increases in the cost of living. I imagine this is supposed to distract our 
attention from the profits the big corporations have been making and cause the 
consumer to blame unions for all the increases in prices. It’s the same tech- 
nique we used for a prank when we were kids. Remember how funny it was 
to hold a stiff finger pointed near some classmates’ cheek and shout “Look 
there!” Remember how surprised the unsuspecting victim was when he looked 
only to get poked with a finger when he turned his head. Sure it was kid stuff, 
but the newspapers still use it—only it isn’t funny anymore. 

On March 6, I appeared before the Senate Subcommittee on Labor to testify 
on behalf of extending the coverage of the minimum wage of $1 per hour to 
laundry and dry cleaning workers. One of the questions which the Senators 
asked was whether or not laundry and dry cleaning prices would be increased as 
a result. I explained that there might be some price increases blamed on such 
an extension, but that there was no consistent relationship between wages and 
prices in the laundry and dry cleaning industry. This statement was no mere 
supposition on my part. It was based on the knowledge that there have been 
many studies made of wages and prices in the laundry industry. Some of these 
studies showed a tendency for higher prices to accompany higher earnings, but 
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there were too many exceptions to justify a conclusion that high prices indicate 
high wages. 

Senators Kennedy and Morse requested me to provide the committee with 
specific information on wages and prices in the laundry and dry cleaning indus- 
tries. I immediately prepared a questionnaire to our local unions to obtain this 
information. The information thus obtained shows graphically that there is no 
direct relation between wages and prices. The accompanying charts really need 
no explanation. 

Milwaukee, Wis., charges the highest price, 21.8 cents per pound for flatwork, 
while 17 cities have a higher contract minimum wage rate for flatwork operatives. 

In Minneapolis, Minn., the list price for finished shirts ranges from 21 cents 
to 28 cents per shirt. Thirteen cities charge more than 28 cents and have a con- 
tract minimum wage rate lower than the $1.06 per hour in Minneapolis. Twenty- 
four cities charge more than the 21 cents and have lower wage rates than Min- 
neapolis. 

The lack of correlation between wages and prices is even more apparent in dry 
cleaning than in the laundries. Here we see variations in the price for a man’s 
suit within the same city. In Portland, Oreg., there is a variation of $1.36 per 
suit with a contract minimum of $1.50 per hour for press operators. The price 
for cleaning and pressing a suit in Bismarck, N. Dak., is $1.50 per suit although 
the contract minimum wage rate for press operators is only 60 cents per hour. 
Thirty-five cities pay higher wages, yet charge the same or less per suit. Vallejo, 
Calif., pays $1.40 per hour more than Bismarck, yet charges the same price. 


Comparison of contract minimum hourly wage rates of shirtline operatives with 
list prices of laundered shirts, by cities 





| List price of finished shirt (cents) 
City Contract |____ eel a ean acted 
minimum | | 
118/19} 20) 21 | 22/23) 24/25/26) 27| 28 | 29/30/31/32/33 34)35|36)37|38 
. | | r i | | r | 
Oakland, Calif $1.30 |X | x PL det bnt 
Detroit, Mich 1. 25 |} | |X hl 
San Mater, Calif 1. 2349) X xX] 
Spokane, Wash__- 1.2144 | X| | 
Callejo, Calif 1.2016} | | | | Xx pn pera 
San Jose, Calif 1.2. 1.4 | | X | 
Seattle, Wash 1.18 X} | 
Bellingham, Wash 1.14% xX | 
Tacoma, Wash 1.13 1X] Bem 
Everett, Wash 1.13 x | | 
San Bernardino, Calif 1. 101% X } | 
Astoria, Oreg 3 4 a 
Anaconda, Mont 1.10 | | |x 
Portland, Oreg 1.09 | | x. 
Klamath Falls, Oreg 1.09 X | 
Duluth, Minn 1.07 xX | | 
Yakima, Wash 1.06 xX | 
Minneapclis, Minn 1.06 X)--| xX | 
Fresno, Calif 1.05 x | | 
Coos Bay, Oreg 1.05 | > | 
Aberdeen, Wash 1.05 | xX Zo 
Des Moines, Iowa 1.0214| | ot = } | 
Baker, Oreg 1.01 xX | 
Eugene, Oreg 1.00 | So 
Denver, Colo 1.00 | xX xX | 
Buffalo, N. Y : | 1.00 | 7 7 ; od 
Pocatello, Iowa __- 95 | xX x | 
Cleveland, Ohio .95 |X X 
Gary, Inc . 94 + X | 
Wausau, Wisc 93 | | oN xX | 
Milwaukee, Wisc 92 | X 
Salem, Mass 91 | X 
Peoria, Ill 91 | xX 
Miles City, Mont 88 | xX X j 
Cincinnati, Ohio 86 xX x | 
Peru, Ind 85 | xX ocd 
Bend, Oreg_- | 85 | | | | | xX | | 
St. Louis, Mo | 8415) | xX | 4 | 
Portsmouth, Ohio 8146 X\_.Ix | x | | 
Springfield, Mo. 4 | phe Ree iB te | 
Akron, Ohio_- | 00 I | | | {Xx a 
Princeton, W. Va .62 | | x x bond | 
Somerset, Ky_- ; : .60 | | IX] | | | ia | | 
Bismarck, N. Dak_- eee ae 60 | | , ee i ee 4 at 


Note: Dotted line represents range of prices within the same city. 
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Comparison of contract minimum hourly wage rates of flatwork operatives with 
list prices of finished flatwork laundry, by cities 





Price per pound of laundry (cents) ! 














| 
} 
City | Contract | CPaTE APO sa! 5. tT i : ; vt = 
minimum | | | | | | | | le 
| 4) 6 | 7 |10)11)12)13)14)14. 5/15) 16 17/17. 818/19. 5)20)20. 5/21. 5/21. 8 
| Papin Pr } rte 
Everett, Wash------ oa | $1.13 | | | |X} | } np } A | 
San Jose, Calif... 1.12 | | | | | x} | 
Vallejo, Calif. 1.11 on Ix} | | 
Tacoma, Wash--.--...--------| Rue} 4 ; | | | | xX 
Duluth, Minn_..__.--__.-- wat 1.07 | bi} dot Ee: 
ORB FY MED oe icenennnas<-=n 106 | | | jul |X 
San Bernardino, Calif____-_-_-| 1.05 | rag ge | | 
Aberdeen, Wash____- bog. i 1.05 | | } | } |X| zc 
Minneapolis, Minn___- 1.03 } | | xX 
Des Moines, Iowa_-- 1. 0249|X xX ; | 
Fresno, Calif. ___- 1.02%) | | | |X | | i | | 
Eugene, Oreg._.--- 1.00 bot Bog a oi \X | 
Coos Bay, Oreg - . . 1. 00 | } IX] | | 
Buffalo, N. Y--- 1.00 | re xX 
Baker, Oreg wy) 1.00 | | | | | Ix} | | | 
Anaconda, Mont -. - 1.00 | | i. | | | x 
Denver, Colo-. relh, tA, A a, 
Milwaukee, Wis.........-- .92 | x 
Salem, Mass___- ou 91 oe ey 
Wausau, Wis.. 91 | wea } | Let 
Gary, Ind- % x 
Peoria, Iil-- eS . | 88 | } | | | * 
Peru, Ind_--- : 85 | Qh Xx 
Lorain, Ohio- -- 8 Hag uM xX | 
Detroit, Mich.______-. 85 x 
Cleveland, Ohio. aa 85 | | 1 1 x 
Bend, Oreg_._-_-.--- atl 85 | | x 
Cincinnati, Ohio- - ._- 83 | | xX i | 
Portsmouth, Ohio | it 1 xX 
Akron, Ohio_.. Se . 80 | | xX 
St. Louis, Mo- ; 4 7816 X).-|X 
Youngstown, Ohio--_-__---.-- 75 | xX 
Springfield, Mo , 71 xX 
Princeton, W. Va. A ne } . 62 | | xX j | | 
Gilveston, Tex_- a . 62 : i j | 
Somerst, Ky_.....-...-. 60 | | x 
Bismarck, N. Dak-_...----- | . 69 xX} | = | 
i j | 


i Based upon a 10-pound bundle. 





Norte.— Dotted line represents range of prices within the same city. 


ts, by cities 


Comparison of contract mitntimum hourly wage rates 


of press operators with list prices for cleaning and pressing men’s sut 








List price of man’s suit cleaned and pressed (dollars) 


*A4JO OUIBS OY} UIYITA SoopId JO oFuB spaosoidel OUT] pez3z0q—"ALON 





x 











7 
° 
— 
& 
oO 
<>} 
& 
° 
G 
Qy 





























MINIMUM WAGE 








fm 
OST | SZ°T | SOT | OOT | SST | OST | GH | SHI | OWI | GET | SOT SIT 





(sre]jop) pesseid pues peteeTo Jins s,ueU JO aoyAd 4SI’T 





62 


og 





wnuiyural 
~oRiqU0ED 


¥8q ‘N ‘qoreusig 
AX ‘Jesi9u10g 

SA 'M ‘dOyOoUIg 
qUOW ‘AND SoA 
xO, ‘WOSIATBH 
ogo ‘uolyy 
“OW ‘plegzujidg 
ssevyy ‘uleTeg 

STM ‘Nesne 

III “By100d 

ow ‘sino’y 4g 
cor “qynimnd 
“-"“puy ‘niog 

S010 ‘SI[®q QyeUrELy 
----quoy “‘epuooveny 
aul ‘s}jodvouul jy 
S10 ‘1I9yxv_ 

3010 ‘euasng 

oO; ‘snot 48 
SMO] ‘somOyy seq 
OW ‘AyD sesuey 
“-Z01Q “BlI0IsSy 
ASN ‘owepng 

STM ‘OOANBATTA 


. eo “BUITYB A 


yse A ‘Woepseq Vy 

puy ‘Are4) 

TOV “310199 

3019 ‘Avg soog 

JUSO ‘ousely 

8010 ‘puvyyi0d 

ogo ‘Yq NouIs}I0g 
“O10 ‘puBlaasg[D 
orgoO ‘Upe10'y 

OJOD ‘19AUNC 
scoccccons@""9G AA "3900040 
: yse A ‘BUL00B.L 
yse ay ‘meyZzaeg 
~-~-yse My ‘ounyods 

) ‘Yoveg suo] 

cC) ‘sajesuy so’y 

se Ay ‘0177808 

O ‘ssor Bg 

O ‘pueLpyvo 

“""j1IBVQ ‘oosfouBig UBS 
“JT8O ‘ooqwR yy es 

oo “FIO ‘OfaiTBA 


AND 


802720 fiq ‘s22nes #.waew Bursserd pun Burupaz 40f s2a0t4d 3827 YAM B407D40d 0 B8a4d fo say aBnm A24ANOY ULM ULI :JPODAZUOD [O BVOBITUDAMOD 





1066 MINIMUM WAGE PROTECTION 


STATEMENT OF THE LINEN Suppty ASSOCIATION OF AMERICA IN REFERENCE TO 
THE PROPOSED AMENDMENTS TO THE Fark LABOR STANDARDS ACT 


This statement is presented in the hope that it will throw light on the rela- 
tionship between the Fair Labor Standards Act and the linen and towel supply 
industry. 

NATURE OF THE INDUSTRY 


Our industry has been historically known as the linen supply industry. It 
would be more accurate if we were known as the linen and towel supply indus- 
try, since a number of our members engage exclusively in the rental of towels 
for offices, doctors, and dentists. 

The members of our 50-yeir-old industry furnish an unusual service to the 
American public—a specialized laundering service, including table linens, tow- 
els, bed linens, washable apparel fur waitresses, beauticians, doctors, dentists, 
and food handlers. Our members own the textiles which are used in supplying 
these services. Like the other branches of the laundry industry, our service 
is very important to the Nation’s health. In periods of national emergency, 
recognition has been given to our contribution to the national health in the form 
of priorities with which to secure textiles and the other supplies needed to 
operate laundering plants and the trucks necessary to our industry. 

The large majority of our industry are small-business men. Only a few of 
our members by any criterion can be considered major business units. The 
1954 Census of Business made by the United States Bureau of the Census re- 
ported a total of 1,382 establishments in linen supply, with dollar receipts of 
$326,383,000. This amounts to an average of $236,167 per establishment. The 
1,382 establishments employed 42,318 people, an average of 31 persons each. 

The Linen Supply Association of America, with its more than 1,000 linen supply 
members, represents 80 percent of the industry in number, and well over 90 
percent in dollar volume. An analysis of our membership made last year showed 
that 58 percent operated four or fewer linen supply vehicles. Only 33 members 
operated more than 20 linen supply vehicles. Tne industry is essentially charac- 
terized by small-business operations. 

The industry is comparatively young. Only a handful of men were in this 
business 50 years ago. Our association in May of this year will hold its 45th 
annual convention. Almost all members of this industry entered this business 
with little or no capital. Py their own sweat and determination they established 
themselves in their communities, persuading small merchints, restaurants, bar- 
ber-shops, doctors, and dentists that it costs less to use a linen supply service 
than to purchase linens and uniforms and have them laundered at a conven- 
tional laundry. And they proved, too, that their services were important in 
improving public and employee health and satisfaction. 

Because it is possible even today to enter this business with a relatively 
small investment, there is a constant stream of newcomers. Some of them 
succeed in establishing themselves and growing into successful operations. 
Others, as in all American business, find that the work is too hard and the 
rewards not sufficient to keep them satisfied. In 1956, 39 new members joined 
the Linen Supply Association of America; in 1955 there were 54 new members; 
in 1954 the number was 27; 26 in 1953, ete. In 1948, according to the United 
States Census Bureau, there were 1,176 establishments in our industry. By 
1954 the number had risen to 1,382. 

This specific information will enable the members of the committee to see our 
industry as it really is—a characteristically small-business industry; and by its 
nature, local in character. The typical linen supplier services his own com- 
munity. Except where he is located near a junction of two or more States, he 
is not involved in interstate commerce. 


HISTORICAL BACKGROUND OF FEDERAL WAGE-HOUR REGULATION OF OUR INDUSTRY 


When the Fair Labor Standards Act was first enacted in 1938, it contained an 
exemption in section 13 (a) (2) which excluded from minimum wage overtime 
requirements of the act any “retail or service establishment.” For several years 
it was assumed by our industry that their laundering services were accordingly 
exempt. About 1940, the Wage-Hour Division issued an interpretation that only 
those launderies which rendered services to domestic customers, doing family 
wet wash, shirts for individual customers, etc., were within the exemption; and 
that laundries which performed services for business customers such as barber- 
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shops, restaurants, etc., were not exempt. Several suits were brought by the 
Wage-Hour Division to enforce this interpretation, but it was held in the Sixth 
Cireuit Court of Appeals that “a laundry is a laundry” and that linen and towel 
laundries are service establishments. Since the Supreme Court refused to review 
this case for a period of several years thereafter, the Wage-Hour Division made 
no further efforts to apply the minimum wage to this industry. At a later date, 
in a case involving a company in Baltimore, Md., which repaired electric motors 
for the Bethlehem Steel Co. and other industrial establishments, the Supreme 
Court ruled that services of this nature to customers engaged in interstate com- 
merce or the production of goods for interstate commerce were not entitled to 
an exemption as “service establishments.” The Supreme Court did not in this 
decision directly refer to the linen supply industry except to mention in a 
footnote to the decision the Lonas case, which had previously held that linen 
supply services were exempt from the act. From that time on the Wage-Hour 
Division attempted to extend its interpretations so as to bring within the coverage 
of the Fair Labor Standards Act more and more linen suppiy operations. 

After considerable controversy and congressional protest, the question was 
temporarily settled by a specific amendment in 1950 which established the present 
limited exemption which appears in section 13 (a) (3). This clause deals 
specifically with the laundering industry and provides that there shall be an 
exemption from the wage-hour overtime provisions with respect to “any employee 
employed by any establishment engaged in laundering, cleaning, or repairing 
clothing or fabrics, more than 50 percent of which establishment’s annual dollar 
volume of sales of such services is made within the State in which the establish- 
ment is located: Provided, That 75 percent of such establishment's annual dollar 
volume of sales of such services is made to customers who are not engaged in a 
mining, manufacturing, transportation, or communications business.” 

Your attention is called to the double-barreled requirement for exemption 
for a laundry establishment: First, it must do more than 50 percent of its 
sales volume within the same State where the establishment is located: second, 
at least 75 percent of the establishment’s sales volume must be to customers 
who are not engaged in a mining, manufacturing, transportation, or communi- 
cations business. 

The net result of this current exemption is to remove the largest part of 
our members from coverage. Some of our members are covered because of 
their physical location which is near a State boundary, as in the case of mem- 
bers in the District of Columbia or in the suburban areas of Maryland and 
Virginia surrounding the District. A few of our members have lost the exemp- 
tion because of service to customers who are engaged in a mining, manufacturing, 
transportation, or communications business. There is no relationship between 
the size of the linen supplier and the fact that he is or is not exempt from 
the act. A small towel company with one truck in any major city of the United 
States may be subject to the act because he services hand towels for a large 
office building which is tenanted by sales offices of manufacturing companies. 
In other words, if a linen supplier furnishes clean towe!'s to a sales office of 
Ford Motor Co., or in the restrooms of the local telephone company or streetcar 
service, and such customers constitute more than 25 percent of his total sales 
volume, this linen supplier is subject to the wage-hour law. 

In most major cities throughout the country, this is not a serious situation 
because the going wage rates are not far from the $1 minimum hourly rate 
required by the Federal act. Either a union contract or, in some cases, a State 
minimum-wage law establishes the level which is comparable to the require- 
ments of the Federal act. However, there are some isolated cases in some 
low-wage areas of the United States where 1 linen supply company may be 
required by the Federal law to pay not less than $1 and overtime over 40 hours 
a week; whereas, his competitors in the same community are paying a sub- 
stantially lower hourly rate and’ may not pay overtime until 44 hours or 48 
hours per week. Such a situation is grossly unfair and has no real justification 
in the framework of the Fair Labor Standards Act which was intended to 
prevent unfair competition in interstate commerce based on low-wage rates. 


INFLATIONARY EFFECTS 


The increased costs which will result from the imposition of $1 per hour 
minimum on industries and activities nt presently subject to the minimum 
will be much more than merely the arithmetic increase of those who are now 
paid less than the minimum. It is imperative to maintain differentials for 
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more experienced or more productive employees. If an unskilled, inexperienced 
trainee must be employed at not less than $1 per hour, a corresponding increase 
takes place in the rate of pay for all other employees at higher levels. 

Increases in labor costs are particularly serious in the case of service trades 
which have very limited possibilities for absorbing higher labor costs through 
labor-saving machinery. Automation in manufacturing establishments can make 
possible a continued absorption of increasing wage rates. This is not presently 
possible in our industry with any equipment currently available, at the same 
time we are leaving no stone unturned in our efforts to break through present 
limitations and to develop new concepts which will make it possible to increase 
automatic equipment in our industry. 

In this connection, we respectfully call to your attention an article which 
appeared on the front page of the New York Times, Sunday, March 10, with 
the headline, “Living Cost Rise Laid to Services, Rent, and Transit.” In this 
article, under the byline, Edwin I. Dale, Jr., there is much food for thought, 
Mr. Dale points out, “The real villains—the prices that actually have been 
going up all along—are the price of ‘nongoods.’ This term covers services, 
public transportation, rent, and utilities. Further, in this article, he points 
out what is a classic economic analysis, that in this area as a whole, “capital 
investment and new machinery cannot greatly improve the productivity of 
labor, or at best can improve it far less than in manufacturing. But these 
areas, at a time of full employment, must pay wages at approximately the pre- 
vailing rate to keep workers. Thus costs and prices must rise. 

“The barbershop is the classic example of this theory. Since the electric 
clipper, there has not been any new piece of machinery that speeds up the 
barber’s work so that he can cut more heads of hair in a day. But his wages 
must and should rise gradually along with rising standards of living in the 
society. Thus the price of haircuts must keep rising.” 

This same situation exists in the laundering industry. Wages are rising stead- 
ily in step with increased wage rates in manufacturing industries, with a dif- 
ferential which reflects the lower grades of skill which are necessary. If a 
mandatory minimum wage is applied to this industry which substantially in- 
creases labor costs, there must be a corresponding increase in prices which 
will have its inevitable consequences. Those customers to whom the services are 
indispensable will be faced with higher costs of operation in their business 
which may, in turn, force them to increase prices to their customers. Those 
eustomers who can eliminate the services by a substitution of other products 
such as paper napkins or elimination of tablecoths, etc., will do so, and con- 
sequently decrease employment in our industry. In the case of laundering 
services to the family which includes an expanding household linen rental serv- 
ice by our members, there will be additional incentive to use the home washing 
machine which will also contribute to unemployment in our industry. 


RECOM MENDATIONS 


Some of the proposals which have been submitted to Congress for amend- 
ment of the Fai: Labor Standards Act would establish a new rule for singling 
out some additional linen suppliers who would be covered by the minimum wage 
and overtime provisions and who are not presently covered. These proposed 
amendments would extend the present act to a linen supply company merely 
because it has more than 100 employees, or because it has four or more estab- 
lishments owned by the same interests, or because it does more than $500,000 
annual volume or because it purchased more than $1 million worth of goods 
across State lines. Any one of these new proposals would bring more linen 
supply companies within the coverage of the act and would thereby create 
new inequities in the communities in which these newly covered establish- 
ments are located. 

To the extent that these companies are located in large communities where 
the wage rate is already approximately $1 an hour, this would not be a serious 
matter. But in other cases where the newly covered plant is located in an area 
where the present minimum wage rate is substantially below $1 an hour, a 
terribly unfair situation will result. In its release “Earnings in Power Laundries 
and Drycleaning Industries made July 1955,” the United States Department of 
Labor, Bureau of Labor Statistics shows average earnings in various cities. In 
Kansas City average hourly earnings were 75 cents: Philadelphia 77 cents; 
Pittsburgh 79 cents; St. Louis 81 cents. In any one of these cities a very unfair 
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competitive situation would develop if one or a few laundries were required by 
the Federal Wege-Hour Law to pay a minimum of $1 an hour; and compete 
with all other similar establishments who paid the much lower average hourly 
rates mentioned. 

The principle bas now been long established since 1938 that the Federal Gov- 
ernment may, can, and does require payment of a certain minimum hourly wage 
rate and overtime aiter 40 hours per week in the case of those employees who 
are engaged in the prodaction of goods for interstate commerce. We do not 
challenge this principle. It protects manufacturers in those States where high 
wage rates are paid from unfair competition by other manufacturers which is 
made possible by much lower wage rates. Although there are some differences 
in the case of service trades, we would not challenge the application of the Fed- 
eral power over all interstate commerce, even to those linen suppliers who are 
located in one State and furnish the majority of their service to customers lo- 
cated in a different State. 

But we do take the firm position that there is no justification for the Federal 
Government to single out a few laundering establishments who are serving cus- 
tomers “enzaged in mining, manufacturing, transportation or communications 
business” if the volume of such business amounts to 25 percent of total sales 
volume. The services of these laundering establishments are local in character, 
and even though clean towels are furnished to wipe the hands and face of people 
working for a manufacturing plant, this minuscule fact cannot conceivably 
have any effect on interslate commerce. 

We recommend that you reject any effort to extend the present coverage to 
bring in a handful of additional companies who are not presently covered. The 
consequences of doing so may be very serious to some of these companies and 
will substantially upset local situations because of the serious effect of different 
wage rates on this industry where labor costs are such a high percentage of the 
tota! cost. 

We also urge Congress to correct the unfair situation which presently exists 
under the provisions of section 13 (a) (3). A small number of linen suppliers are 
subject to the act because more than 25 percent of their work is for customers 
engaged in mining, manufacturing, transportation, or communications. Although 
the language of this section of the Fair Labor Standards Act seems clear, in 
practice it has thrown a heavy burden of recordkeeping and legal disputes on 
a large number of companies, many of them operators of 1 or 2 vehicles, to 
prove that they are entitled to the exemption. In many cases a small linen sup- 
plier has been visited by a wage-hour representative and told that he is subject 
to the act and that the burden is on him to prove that he is exempt. Under 
today’s conditions, it is expensive to secure accounting services and examine the 
nature of business performed by every customer in order to prove that less than 
25 percent is with the prescribed classes. 

Further, in many cases a small linen supply company furnishes clean work 
clothes to employees in food establishments. The employees pay for these work 
clothes themselves without any reimbursement by the employer. Some em- 
ployees wear their own work clothing or dresses which they launder at home. 
In a number of cases, the wage-hour inspector has insisted that the work clothes 
supplied to these employees must be included as part of the sales volume ren- 
dered to “a customer engaged in a mining, manufacturing, transportation, or 
communications business.” The wage-hour inspector often insists on his inter- 
pretation despite clear language in the legislative history of the 1950 amend- 
ments that it was intended to cover factories, bus companies, railroads and 
mines, and certainly not an individual employee who works for such a company. 

In such circumstances, the wage-hour inspector may intimidate a small-business 
man into compliance with the act when he is actually intended by Congress to be 
exempt. His only alternative would be to engage an attorney and pay the legal 
fees involved. Even under such circumstances, because of the complexity of the 
law and its interpretations, a small-business man may not be adequately repre- 
sented. For this reason, we urge that this committee correct this very unfair 
situation by removing the last clause of section 13 (a) (3). By this simple act 
Congress would leave within the coverage of the Fair Labor Standards Act those 
laundries of all kinds who do more than 50 percent of their services across State 
lines. This is simple, easily determined by the businessmen as well as the Gov- 
ernment, and fair to the competitors who pay higher wages and well within the 
original purpose of the Fair Labor Standards Act. 
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MINNESOTA TELEPHONE ASSOCIATION, INC., 
St. Paul 2 Minn., March 7, 1957. 
Mr. STEwart E. McCuioure, 
Chief Clerk, United States Senaie, 
Senate Office Building, Washington 25, D. C. 

Dear Sir: Thank you for your letter of February 26 which replied to mine of 
February 22. 

I was asking for permission to testify for and on behalf of the United States 
Independent Telephone Association as well as Minnesota. I was asked by the 
United States Independent Telephone Association to appear. 

We join Mr. Clyde McFarlin in his testimony before your subcommittee on 
March 1. We vigorously oppose any extension of the minimum wage coverage 
to our telephone industry. We vigorously oppose any change in the 750-station 
operator exemption and respectfully request that this letter be made a part of 
the record as you offer in your February 26 letter. 

We enclose herewith a study made on the Marietta (Minn.) Telephone Co. It 
has one exchange of 295 telephones. Actual operating results are calendar year 
1956. 

The impact would be tremendous. Rate increases of from $1.75 to $2.25 per 
month would have to be promptly approved by the Minnesota commission just 
to keep even with the 2.6 percent return earned in 1956. It could not be done 
and retain all telephones. This lower count of telephones would aggravate and 
compound the effect and cause the remaining telephones to pay still higher rates 
to make up the difference. 

We respectfully point out in this study case, based on $1.25 minimum hourly 
wage and based on the loss of the operator exemption, that— 

(1) About 67 percent more annual gross revenue would be necessary to keep 
even at 2.6 percent return. 

(2) Operators’ actual wages for 1956 were $4,809. They would have to be 
raised by $6,111,, or about 1% times resulting in total operator’s wages of 
$10,920. 

The result is absolutely beyond operating and managing feasibility. It cannot 
be done and have the company remain solvent. Farmers’ telephones would come 
out first. 

We are a fully regulated industry. To raise rates requires a long, costly 
public hearing process and then await the commission order. 

If we had the time we could prepare many more studies on other telephone 
companies. The effect would be the same. To pass such measures in Congress 
would legislate these small companies promptly into receivership. 

We ask that your Senate Labor Committee hold the line where it is, pre- 
serves the 750-station operator exemption, and kills these proposals in committee. 
Operating costs keep rising beyond our control without any legislation to expedite 
the progressive attrition on net earnings. 

Anyone who makes a study of the tremendous import of such legislation will 
soon decide for himself that, if passed, the small telephone companies will not 
survive. 

Respectfully, 


KEITH W. Voct, Secretary-Treasurer. 
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Statement showing annual rental revenues based on the present rental rates and 
the estimated annual rental revenues that would be required should the Wage 
and Hour Act be amended whereby the 750-station operator exemption be 
eliminated and a minimum hourly rate of $1.25 become effective 
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| 
Station Present net rate | Pro forma net rate 
Class of service count, - 
Jan. 1, 1957 | 
Month | Year Month | Year 

Business: | 

Dl + isbeacededicognenarssecenenepen 21 $5. 00 $1, 260 | 7.25 $1, 827 

RN nriee Sal eee 3 4. 50 162 | 6.75 | 243 

PTET iiiictsn~ des spice tpbahidans 15 4. 25 765 6. 25 | 1,125 

IE «cite tiie sip pearing Haneain aia 4 | 1.00 48 1.25 60 
Residence: | 

DIET onc ccwovcccsdumsasashndaswacceed 34 | 3. 25 1, 326 | 5, 25 2, 142 

Seas 3 sie ih -< FS 8 | 2.75 264 4.75 | 456 

TN pn dis aia et 44 2. 25 | 1, 188 | 4. 25 | 2, 244 

iE. cccdusnsangin= namnsdanenbale | 12 2. 00 288 4.00 576 

Rural multiparty—Metallic_..-.._---- 38 | 3. 25 | 1, 482 | 5.25 | 2, 394 

Rural multiparty—Grounded....__..- | 116 2. 25 3, 132 | 4.00 | 5, 568 
Miscellaneous: | | 

EE SND. <nndnnnnnnetinonkhionsine | 4 | . 50 | 24 . 50 | 24 

OS® a li LSE RES Ge AS 50 | 25 150 | 25 | 150 

i iidctipnashincdsstbidenmiiansishl naweses dake stoxnttnmins WN oe screnans 16, 809 








Statement showing annual revcnucs and expenses reflecting the actual experience 
for the year 1956 and statement reflecting pro forma revenues and expenses 
required and necessary should the Wage and Hour Act be amended whereby 
the present 750-station operator exemption be eliminated and a minimum 
hourly rate of $1.25 become effective 





Increase (+) 
or decrease | 
1956 net rates| (—), 1956 | Pro forma 
| rates com- | net rates 
pared with | 
| pro forma 
rates | 



















Operating revenues: | 


Local service rental revenue.................-......---- “af $10, 089.00 | | +-$6, 720. 00 $16, 809. 00 
Installation and removal revenues : 





























a I atime Ree DE asthe <aen oe] 54, 00 
Toll commissions - - eaeiseck ieee eeee | | eee 3, 401. 73 
Miscellaneous operating revenues ------ ee) > | a | 47. 70 

| 
Total operating revenues- --.-------- Pe eee aay 13, 592. 43 |_- aaa 20, 312. 43 
Less uncollectible revenues. - - ---- oe — 67. 96 | 2 +33. 60 | 101. 56 
Remtienaions a — oo 
PUSS OU Tie TOO hoi ocd dw cent ni en cseccsnccn ct 13, 524. 47 |. sddddbous 20, 210. 87 
|= —) = 

Operating expenses and taxes: | | | 
Maintenance expense - es - Jel 2, 908. 74 |.- al 2, 908. 74 
Traflic expense.___. 3 4,809.30 | 3-+6, 110.70 10, 920, 00 
General expenses___- ove nihtne anne iMaiscdeeete | i ooo. S39 j....... a 1, 385. 82 
Depreciation ____. ant 1, 723. 78 1, 723. 78 
Gross earnings tax. a = 541.79 | 4 +268. 80 | 810. 59 
Payroll taxes. Lae aeawawat seed 415. 62 | 5 +310. 22 | 725. 84 
Income taxes - - Sis 2 \ z 745. 61 6 —33. 88 711. 73 










Total expenses and taxes...........--.-- 12, 530. 68 





Peet PNG oko n work wdc cdi Se ‘ aa koe 993. 79 





Plant investment, Jan. 1, 1957_.... eee seek 36, 660.96 ..._-- 3, 660. 96 
Material and supplies_-. ; : ee 243. 34 |_. Es 243. 34 
Cash working capital. — pies ; SOO OR sow <5 2, 014. 92 

Total investment ey Okc Bs lee endn icone 38, 919. 22 
Ratio of net income to investment (percent)... .---.------ ; Be tin cctatantnt 2.6 



















1 Additional rental revenue necessary to provide sufficient income to offset the additional 
operating expenses and taxes should the present 750-station exemption for operators be 
eliminated and the hourly rate for operators be fixed at $1.25. 

? Normal provision for uncollectible revenues. 

*Increase in operators’ wages necessary should the company be required to pay $1.25 
per hour to the operators. 

* Additional Minnesota gross earnings tax that would be incurred based on the Minnesota 
law wherein a 4 percent tax is applied on the taxable operating revenues. 

5 Increase in payroll taxes due to the increase in taxable payroll. 

®*Estimated adjustment for income taxes based on the taxable net income after taking 
into consideration the revenue and expenses adjustments. 
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A Bigp’s-Eyve View OF THE NEED FOR KEEPING THE SWITCHBOARD OPERATOR 
EXEMPTION IN. WAGE-HovuR AcT 


SCOPE OF INDEPENDENT TELEPHONE INDUSTRY 





Over 4,700 companies provide service in more than 10,000 cities and towns, 
Most of the exchanges are very small, many having less than 250 telephones, 
Many switchboards are taken care of by housewives in their homes. Eighty 
percent of independent telephones are in residences, many of them farm homes, 



















LIVING COSTS—-SMALL TOWNS VERSUS LARGE TOWNS 





Living costs are much lower in small towns. In a small community a 5-room 
house may rent for $30 or $35 compared with $60 to $100 in large towns, In 
small towns many people have vegetable gardens and chickens. 


SMALLTOWN TELEPHONE REVENUES CAN’T SUPPORT CITY WAGE LEVELS 


Independent telephone company revenues disable them from paying wage rates 
considered reasonable in large towns. Whereas average annual earnings per 
telephone of Bell System companies (operating in large towns) are $118, earnings 
for smaller independent companies range generally from $40 to $80, many a 
great deal less. 


WAGE INCREASE HITS TELEPHONE COMPANY THREE TIMES EVERY DAY 


Because a telephone exchange must provide 24-hour service, a wage increase 
hits it3 times a day. There are three $-hour shifts. 




























NEED FOR RETENTION OF 750-STATION EXEMPTION 





Present law exempts “any switchboard operator employed in a public tele- 
phone exchange which has less than 750 stations.” When an exemption of 500 
stations wus provided by Congress in 1939, it was given because “small telephone 
companies * * * are financially unable to comply with the wage provisions of 
the act * * *” (H. Rept. 1448, 76th Cong., 1st sess., accompanying exemption 
bill, August 3, 1939). When in 1949 Congress increased the exemption to 750 
stations, Senator Lutler of Nebraska who introduced an amendment in the 
Senate suid: “I believe that my amendment really comes close to carrying out 
the original intent by exempting most of the smaller independent companies 
which serve small towns or rural sections” (Congressional Record, Aug 30, 1949, 
p. 12489). 

HISTORY OF EXEMPTION 





Wage and Hour Division of Department of Labor in 1939 sent telegrams to 
State public utility commissions asking if any exemption should be provided, 
and how. Twenty-two commissions recommended 1,000 telephones, 1 recom- 
mended 750, 6 recommended 500, and 1 recommended 250. 


IF EXEMPTION IS REPEALED 
















If this is done it will drive thousands of small exchanges to the wall. They 
would be compelled to increase rates so high that farmers and small-income 
people in rural areas would take out their telephones. Service would be seri- 
ously curtailed. This essential branch of American small business would be 
on the way out. Senator Butler said in 1949 when his amendment was being 
considered : 

“In practically every State, telephone rates are regulated by the State com- 
mission, and, of course, we all know that those rates are based primarily on 
costs of operation. It is obvious that if their costs go up it will be necessary to 
raise rates to subscribers. In many farming regions, the subscribers simply 
will not stand for an increase in rates, and it will simply mean that many sub- 
scribers will discontinue their phone service. I do not believe we want to bring 
about that result, Mr. President. We should be aiming at methods to expand 
telephone service in the rural regions instead of passing regulations that will 
have the effect of cutting down the availability of such service. * * * In case of 
sickness or some other emergency, a telephone frequently makes the difference 
between life and death. I do not believe the Congress should take any action 
that will place the telephone service in these sections beyond the reach of the 
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average farm family. We do not have enough telephones on the farm today, 
Mr. President. I certainly don’t believe the Congress should take any action 
to make it still more difficult for the farmer to acquire such service. 

“* * * Certainly any town of any substantial size at all, together with the 
nearby rural subscribers, has a great many more than 750 stations on its exchange 
and would not be affected at all by this amendment. 

“# * * Tt is important to realize that if, as expected, the application of the 
75-cent minimum forces a sharp increase in rates and results in many subscribers 
dropping their telephones, it will mean unemployment among the very group that 
this bill is designed to benefit, that is, the telephone operators themselves. If 
several hundred present subscribers discontinue their service at each of the ex- 
changes affected, it will mean that 1 or 2 or 3 of these operators will be laid off 
at those exchanges” (Congressional Record, Aug. 30, 1949, p. 12489). 


TELEPHONE COMPANY ONLY BUSINESS AFFECTED 


In many towns a telephone exchange is the only business subject to the 
Wage-Hour Act because it is the only one doing interstate business. If the 
exchange loses its exemption and is compelled to pay a higher wage than prevail- 
ing wage there will be a widespread dissatisfaction from subscribers, other 
employers, regulatory commissions, ete. As public utilities, rates of telephone 
companies are under strict public regulation. 


PRESERVATION OF SMALL BUSINESS 


There is no surer way of putting small business out of business and making 
big business bigger than by subjecting small business in every instance to legis- 
lative standards considered reasonable in large metropolitan areas. The equal 
treatment of unequals is itself unequal. 


MINNESOTA TELEPHONE ASSOCIATION, INC., 
St. Paul, Minn., March 7, 1957. 
Hon. Husert H. Hompnurey, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR HUMPHREY: We represent 266 Minnesota independent telephone 
companies operating 582 exchanges. 

There are presently pending in Congress, as you know, some 20 or so bills, 
to broaden the provisions of the Fair Labor Standards Act, namely, raising the 
minimum hourly wage and threatening to delete our 750-station operator ex- 
emption which we have had for years. 

We vigorously oppose any boost in the $1 minimum. We vigorously oppose 
any change in the operator exemption. 

I, personally, attend all hearings before the Minnesota Railroad and Ware- 
house Commission to raise telephone rates. These days we regularly have 
farmers attending these hearings who voice strong objections to higher rates. 
We have other objectors, too, such as businessmen, housewives, etc., where a 
couple years or more ago no one attended hearings to object. There is no com- 
pany that can absorb this thing. The using public will, perforce, pay. 

Here is an example based on $1.25 minimum and loss of the 750-station 
operator exemption. 

We enclose herewith a study made on the Marietta, Minn., Telephone Co. It 
has one exchange of 295 telephones. Actual operating results are calendar year 
1956. 

The impact would be tremendous. Rate increases of from $1.75 to $2.25 per 
month would have to be promptly approved by the Minnesota commission just to 
keep even with the 2.6 percent return earned in 1956. It could not be done and 
retain all telephones. This lower count of telephones would aggravate and com- 
pound the effect and cause the remaining telephones to pay still higher rates to 
muke up the difference. 

We respectfully point out in this study case, based on $1.25 minimum hourly 
wage and based on the loss of the operator exemption, that: 

(1) About 67 percent more annual gross revenue would be necessary to keep 
even at a 2.6 percent return. 
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(2) Operators’ actual wages for 1956 were $4,809. They would have to be 
raised by $6,111 or about 114 times, resulting in total operators’ wages of 
$10,920. 

The result is absolutely beyond operating and managing feasibility. It can- 
not be done and have the company remain solvent. Farmers’ telephones would 
come out first. 

We are a fully regulated industry. To raise rates requires a long, costly pub- 
lic hearing process and then await the commission order. 

If we had the time we could prepare many more studies on other telephone 
companies. The effect would be the same. To pass such measures in Congress 
would legislate these small companies promptly into receivership. 

We ask that you oppose these measures when they come up. We ask that the 
750-station operator exemption be preserved at all costs. 

Telephone companies are barely keeping their heads above water now. Con- 
stantly rising operating costs keep on without any special legislation to expedite 
the progressive attrition on net earnings. 

Any person who makes a study of the tremendous impact of such legislation 
will soon see and decide for himself that, if passed, the small telephone com- 
panies will not and cannot survive. 

Respectfully, 


Keira W. Voet, Secretary-Treasurer. 


(The enclosures referred to appear as part of Mr. Vogt’s letter to 
the chief clerk of the committee, pp. 1070-1073 of this appendix.) 





Missouri STATE CHAMBER OF COMMERCE, 


Jefferson City, Mo., March 5, 1957. 
Hon. JOHN F. KENNEpy, 


Chairman, Senate Labor Subcommittee, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR KENNEDY: We will appreciate it very much if you will file this 
letter in the public record of the hearings currently being conducted on exten- 
sion of Federal wage-hour legislation by the subcommittee of which you are 
chairman. 

The position of the Missouri State Chamber of Commerce on this matter is as 
follows: 

1. States and local communities are in a better position to judge the need 
for this type of legislation than is the Federal Government since the problem 
yaries considerably because of different economic conditions in various States 
and localities. 

2. Extension of Federal coverage only to so-called larger establishments will 
actually have a more adverse effect on small businesses that are purported to 
be exempt than it will on the larger establishments. This is the case because 
small businesses must compete in the same labor market with the larger estab- 
lishments and so extension of the Federal provisions to the larger establish- 
ments would result in the small businesses either having to accept the less 
desirable employees or raising their rates to meet the competition of the larger 
stores. In either case small business would be adversely affected. 

The above statement is a result of serious and deliberate committee considera- 
tion, much research and final recommendation to the board of directors of the 
Missouri State Chamber. The board of directors acted without hasie and with 
complete conviction when it approved the committee recommendation concern- 
ing the extension of Federal wage-hour legislaion. 

The above statement may be regarded, therefore, as an opinion shared by 
nearly 5,000 members of the Missouri State Chamber of Commerce. 

Very sincerely yours, 
JOHN R. THOMPSON, 
Executive Vice President. 


MEMORANDUM IN BEHALF OF THE NATIONAL ASSOCIATION OF 
HOUSE TO HOUSE INSTALLMENT COMPANIES, INC. 


This memorandum is submitted to set forth the position of the National As- 
sociation of House to House Installment Companies, Inc., with regard to the 
proposed elimination, in whole or in part, of the specific exemptions granted to 
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the retail industry and to outside salesmen under the existing section 13 (a—1) 
and 13 (a—2) of the Fair Labor Standards Act. 

The National Association of House to House Installment Cos., Ine. is 
a voluntary national trade association composed of 384 member firms engaged 
in the retail business of direct selling from house to house on an installment 
basis. The member firms are located throughout the Nation and Canada and 
include single establishments, establishments with one or more branches and 
multiple-unit establishments maintaining central offices and warehouses. 

It is estimated that the annual sales of this industry exceed $1 billion. The 
association represents a majority of all established house-to-house sellers in the 
industry and its membership accounts for more than one-half of all sales made 
by the house-to-house installment method. The association estimates that its 


members employ more than 12,000 outside salesmen whose average income is in 
excess of $5,000 per year. 


THE ASSOCIATION’S POSITION 


he association strongly opposes the enactment of any legislation designed 
to eliminate the present retail exemption or the outside salesmen’s exemptions 
under the Fair Labor Standards Act. The association is further opposed to 
any proposals which would amend the retail exemption so as to encompass cer- 
tain segments of retailing within the coverage of the act on the basis of annual 
sales volume, the operation of units in several States or by any other arbitrary 
classification. The association is also opposed to any amendment of the outside 
salesmen’s exemption which would place a floor upon the earnings of outside 
salesmen, so that salesmen with income below the minimum would be covered 
by the act. 

In essence, the association is in favor of complete retention of the retail 
exemption and the outside salesmen’s exemption in their present form. 


THE RETAIL EXEMPTION 


I, THE EXPRESSED INTENTION AND WISDOM OF THE CONGRESS IN ORIGINALLY EX- 


CLUDING RETAILING FROM THE PROVISIONS OF THE FAIR LABOR STANDARDS ACT 
SHOULD NOT BE NULLIFIED 


The expressed intention of Congress in initially adopting a Federal wage and 
hour law was to eliminate in industries engaged in commerce, or in the produc- 
tion of goods for commerce, the spread of labor conditions detrimental to the 
maintenance of a minimum standard of living necessary for health, efficiency 
and general well-being of workers, without substantially curtailing earning 
power or employment. 

The need for Federal wage and hour laws stemmed from the inability of the 
States to enact legislation to effectively regulate minimum wages when the 
process of interstate commerce was involved and the recognition on the part of 
the Congress of the need for a national minimum standard of living necessary 
for the health and general well-being of the workers of the Nation. 

The Congress, however, recognized that a Federal wage and hour law would 
in fact have a deleterious effect upon certain occupations and intrastate indus- 
tries and was unnecessary in these areas. One of these industries was and 
still is retailing. The Congress was aware of the essentially local character 
of the retail operation and cognizant of the fact that the evils sought to be 
eliminated by the Fair Labor Standards Act did not stem from the retailing but 
were directly attributable to the manufacturing and producing industries whose 
goods flow into the stream of interstate commerce. Consequently, the exemp- 
tion granted to the retail industry was complete and absolute. The reasons for 
excluding retailing from the coverage of the act still have vital application 
and apply with equal vigor today. 

Il. THE ESSENTIALLY LOCAL CHARACTER AND IMPACT OF RETAILING DOES NOT PERMIT 
REGULATION BY THE CONGRESS 


The essentially local character of retailing and the complete divorcement 
of its operation from the stream of interstate commerce is easily understood 
and discernible. The retailer, and this is true of even the largest retailer, 
markets his goods in his highly restricted area. His labor costs are subject 
to keen local competition. The wages paid to and the hours worked by his 
employees are entirely dependent on the conditions which exist in his immediate 
local trading area. 
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The wide variation in the State minimum wage and hour regulations ap- 
plicable to the retailing industry testify to the variety of conditions existing 
in the States. The variation of the wages and hours in different areas of the 
aed State further points up the very diversity of conditions in the individual 

es. 

The impact of substandard wages in the retail industry of a particular 
locality would not have a disruptive effect upon the wages paid throughout the 
remainder of the State nor would it in any way spread throughout the entire 
Nation through the medium of interstate commerce. The goods which a retailer 
distributes have in most instances been produced and manufacturer in indus- 
tries which are covered by the Fair Labor Standards Act. The merchandise 
in the hands of the retailer has finally been removed from the stream of inter- 
state commerce. 

On the other hand, the existence of substandard wages and hours in a manu- 
facturing industry in one part of the country has a depressing effect upon the 
entire country and could result in the effective elimination from competition 
of a manufacturer in another section of the country who is unable to secure 
cheap labor. As a result, depressed conditions rampant in one section spread 
throughout the entire Nation through the medium of interstate commerce. 

This situation gives rise to additional evils. The manufacturer able to obtain 
eheap labor, tends to secure domination and monopolistic control in his industry, 
often with the result that the depressed conditions in his area are perpetuated 
and the manufacturers in other sections are forced to withdraw from competi- 
tion. Dislocation of labor and the curtailment of the flow of goods in interstate 
commerce are the inevitable result. The roots of the evil which Congress in- 
tended to alleviate by enacting the Fair Labor Standards Act are imbedded in 
this type of situation. These evils are clearly attendant upon the process of 
manufacture, and, as previously pointed out, in no way arise as a result of con- 
ditions in retailing. 

The constitutional basis for the enactment of the Fair Labor Standards Act 
rests upon the congressional power to regulate industries engaged in or whose 
activities affect interstate commerce. It is clear that variations in local retail 
eonditions have no effect upon interstate commerce; that retailing is essentially 
local in character and that if the Congress were to eliminate the present retail 
exemption it would give rise to serious constitutional considerations as to the 
ability of Congress to legislate in this field in the absence of questions involving 
interstate commerce. 


Ill. THE REGULATION OF RETAILING IS MORE PROPERLY RESERVED TO THE STATES 


Currently, 23 States, Alaska, the District of Columbia, and Hawaii have 
minimum-wage legislation applying to retailing. In almost three-fourths of 
these States and Territories, special minimum-wage regulations, tailored to 
the character and needs of retailing and its employees, now exist. The varia- 
tions in hours of work, in minimum wages imposed, and employment oppor- 
tunities for students and beginners reflect the localized character of retailing 
and the variations of needs and controls considered appropriate to maintain 
fair working standards. 

Twenty States are giving consideration to the problem of minimum wage and 
hour legislation and the need therefor. Several States have recently increased 
their retail minimums to meet current conditions, others are in the process of 
doing so. We believe that this clearly demonstrates the ability as well as the 
inclination of these States to regulate intrastate and local business as and when 
action is needed. 

To remove the retail exemption and apply a uniform standard to retailing 
would in effect substitute the judgment of a central authority, not only as to 
varying conditions in the 48 States, but to varying conditions in many parts of 
the same State, for the judgment of each individual State as to its own condi- 
tions. Such a situation can only lead to chaos. The wide variation and in fact 
the absence of minimum-wage regulations in some of the 48 States is a testi- 
monial to the validity of the retail exemption. 

The imposition of a Federal retail minimum would contribute a direct en- 
eroachment not only on the right of the States to regulate their own affairs, but 
a direct attack upon the wisdom and judgment of the citizens of these areas, as 
to the need for such regulation. 
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iV. THE CONGRESS SHOULD NOT ENACT LEGISLATION PARTIALLY COVERING RETAILING 


Various proposed amendments to the Fair Labor Standards Act have in the 
past been introduced with the purpose of dividing retailing by arbitrary methods 
so as to place a segment of the industry under the act while exempting the 
remaining segment. The Congress, however, has always rejected these proposals. 
It has recognized that such proposals would result in administrative chaos and 
would amount to nothing more than attempts to extend Federal control for 
political or other self-serving purposes. 

These varying proposals have attempted to categorize retailing on the basis 
of size determined by a variety of standards. These include sales volume, 
number of units, or the maintenance of units in several States. 

The proposals fail to recognize, however, that regardless of the total annual 
of sales volume or the number of units operated by a retail organization, each 
separate unit is on entity unto itself especially with respect to obtaining quali- 
fied employees. Both large and small retailers in the same local area compete 
not only in sales, but also in the labor market. Large and small alike compete 
as to wages and hours worked. If the large retailer is covered by the act, he 
may suffer the burden of increased costs while the small retailer remaining 
exempt will suffer from an inability to attract qualified employees. As a 
result, partial coverage of retailing will almost certainly operate to inflict 
serious damage up on the entire industry. 

In substance, partial coverage represents merely a poor compromise created 
by those who recognize the basic validity of the retail exemption but desire, 
on the other hand, to appease those groups to whom they are politically obligated. 


THE OUTSIDE SALESMEN’S EXEMPTION 


Vv. THE EXPRESSED INTENTION AND WISDOM OF THE CONGRESS IN ORIGINALLY EX- 
CLUDING THE OCCUPATION OF OUTSIDE SALESMEN FROM THE FAIR LABOR STAND- 
ARDS ACT SHOULD NOT BE NULLIFIED 


The Congress, at the time it enacted the Fair Labor Standards Act, recog- 
nized that certain occupations were not susceptible to regulation by the act. 
It realized that certain job patterns were incompatible with the expressed 
purposes of the act and that to include them would be impractical and serve 
only to create immense administrative problems. The Congress was further 
eognizant of the fact that certain occupations did not need the coverage of the 
act. This reasoning was then and still is most applicable to the occupation of 
outside salesmen. 

Furthermore, the Congress realized that the essentially local nature and 
character of the occupation of outside salesmen was more properly a subject 
of individual State regulation and that the extension of Federal control within 
this area properly reserved to the States under the Constitution, would raise 
grave constitutional problems. 


VI. THE OCCUPATION OF OUTSIDE SALESMEN IS INCOMPATIBLE WITH REGULATION 
UNDER THE FAIR LABOR STANDARDS ACT 


The outside salesman occupies a unique position in the job hierachy. The 
manner in which he performs his job, the time during which he works, the 
manner of his compensation, usually differentiate him to a marked degree from 
the vast majority of other employees. The nature of the job is such that it 
deserves and was accorded special treatment under the original Fair Labor 
Standards Act. 


A. Hours 


The outside salesman does not work a prescribed shift nor does he have the 
regular hours of other employees. He is not subject to the direct or immediate 
eontrol of his employer in the performance of his work. The time he starts 
work, the number of hours he works and the time when he works are almost 
completely within his discretion and control and cannot be ascertained by out- 
side sources or objective methods. He frequently spends considerable time in 
traveling to and from his customers. Circumstances may require that he see 
his customers at unusual times of the day or even in the evening. The very 
irregularity of his hours and his job renders his position incompatible with 
coverage under the Fair Labor Standards Act. 
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B. Earnings 


The outside salesman who works on a commission basis does not receive an 
hourly wage rate nor are his earnings contemplated on a daily, weekly, or 
even monthly basis. He is paid directly in proportion to his ability to make 
sales. The association submits that there are no outside salesmen in this indus- 
try or perhaps in any other industry in the United States who earn less than 
the statutory minimum over a yearly period. On the contrary, outside salesmen 
are paid many times the minimum prescribed hy statute. This, notwithstanding 
that in all industries there are many factors which tend to reduce the income 
of outside salesmen for short periods of time. A new employee in a new terri- 
tory must build up his goodwill and his customer following and generally earns 
little during these early weeks of initiation. Gradually, however, the outside 
salesman progresses to the point where his earnings become substantial. Out- 
side salesmen everywhere make this initial sacrifice and are willing to do so in 
the interest of building up a job with great earning potential. 


C. Seasonal and other fluctuations 


There are many variables which render the position of outside salesmen in- 
compatible with coverage under the Fair Labor Standards Act. Seasonal fluctua- 
tions are but one. During the summer months, for instance, when many custo- 
mers are away on vacation and business pressures ease, earnings and sales are 
reduced, as they are also in the month following Christmas. Every industry has 
its seasonal fluctuations during which times it is possible for outside salesmen 
whose yearly incomes exceed $5,000 to have their weekly or even monthly in- 
come drop below the statutory minimum. In many industries, salesmen spend 
many weeks or months taking small sainple orders through which they later 
derive substantial compensation and commissions when large reorders are 
placed. 

In addition, weather frequently produces earning fluctuations. In New Eng- 
land, a snowbound salesman may not be able to travel extensively for weeks at 
a time; and during a severe winter, weeks and possibly months might go by 
during which a salesman might not even earn his basic money. These low 
incomes would, of course, be made up in the weeks and months that follow. 

The overall job pattern thus discerned is not compatible with regulation under 
the Fair Labor Standards Act. It is the association’s strong contention that 
removal of the outside salesmen’s exemption would lead to adiministrative chaos 
and would extend illusory protection to a group that does not need protection. 


CONCLUSION 


The National Association of House to House Installment Companies, Inc., 
urges the complete retention of the retail exemption and the outside salesmen’s 
exemption in their present form. Elimination of these exemptions in whole or 
in part is not practical, would afford little protection to the employees in this 
occupation and industry, would raise serious constitutional questions as to the 
power of Congress to legislate in these fields, and would constitute an encroach- 
ment upon the rights of the States to regulate their internal affairs. 


NATIONAL ASSOCIATION OF MANUFACTURERS 
OF THE UNITED STATES OF AMERICA, 
Washington, D. C., March 21, 1957. 
Hon. JoHN F. KENNEDY, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR SENATOR KENNEDY: On behalf of the National Association of Manufac- 
turers I bring to the attention of the Subcommittee on Labor our comments on 
the various bills to further amend the Fair Labor Standards Act. During both 
sessions of the 84th Congress the association submitted views on similar amend- 
atory legislation. Rather than unduly burden your present hearing record with 
repetitive testimony, we respectfuly refer the members of the subcommittee to 
the previous detailed testimony of Thomas O. Moore on April 27, 1955 (p. 598 


at, 


et seq., pt. 2, hearings), and my correspondence of May 25, 1956 (p. 631, hear- 


ings). We would appreciate having this letter made a part of the present 
hearing record. 
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The previous testimony of Mr. Moore covers at some length our opposition to 
incorporating into the act the broad concept of “activity affecting commerce” 
that would expand coverage by substantially revising the basic provisions of the 
present law relating to minimmum wages, maximum hours, und child labor. 
The proponents justify use of this language upon comparable provisions in the 
Labor-Management Relations Act. This concept has proven to be difficult to 
apply even under the Taft-Hartley Act; to attempt to apply the same broad 
standard to the wage-hour law would give rise to endless litigation and judg- 
ments by an employer respecting borderline coverage of an employee would be 
made at the employer’s peril. Moreover, enactment of this vague and indefinite 
statutory criterion would raise serious constitutional questions, particularly in 
the event criminal proceedings were to be brought under the act. 

So, too, with the suggested amendment to subsection 3 (j) to restore the pre- 
1949 definition of “produced” by restoring the “necessary to the production” 
definition to the act. Suffice it to say that this proposal is not new: the Con- 
gressional Record from August through October of 1949 reveals thorough discus- 
sions of this point and the intent to repudiate those administrative rulings and 
court decisions which distorted the act to the point where employees washing 
windows and mowing lawns were considered as being necessary to the produc- 
tion of goods. Intervening experience under the present act has not demon- 
strated any justification for restoration of a concept once repudiated by the 
Congress. 

Particular attention is directed to those proposals which would delete the 
exemption for outside salesmen under section 18 (a) (1) of the act. To bring 
such personnel within the coverage of the act is to fail to recognize that the 
limited control and supervision an employer has over such employees renders 
Fair Labor Standards Act compliance a virtual impossibility. Employers utiliz- 
ing outside salesmen who were covered by the act would be in the anomalous 
position of attempting to comply at their peril or be forced to substantially 
revise their sales procedures in order to make certain that time claimed to be 
spent by outside salesmen is actually hours worked within the meaning of the 
act. We, therefore, urge that the present statutory exemption be maintained. 

As a part of our presentation to this subcommitee during the 84th Congress 
we took exception to those bills which would substantially narrow or eliminate 
certain other statutory exemptions. Several of the bills under present inquiry 
embody this broadening of coverage and we reiterate our objections. Extension 
of the act to the types of business which would be affected by such proposed 
changes would stretch the commerce clause to unrealistic lengths. Documenta- 
tion and extensive testimony on these features of the bills now before you has 
been presented by a great number of industries and businesses that would be 
materially affected. 

Inseparable from the legal questions involved in broadening coverage under 
the act is the serious economic problem of the inflationary impact of coverage 
extension. This inflationary action and reaction comes about in two ways. In 
the first instance there is the factor of wage differentials that must be main- 
ained on an intracompany as well as an intercompany basis, not only as a matter 
of equity among employees, but as a practical matter of compensating various 
groups or classes of help. The other economic element is based on the realities 
of competition for employees in the labor market. Broadening the scope of 
application of the act would, therefore, affect not only those employers brought 
within the act but also the other noncovered employers competing for competent 
help in the same local labor market. 

We again bring to your attention the constant wage-hour-compliance problems 
confronting employers subject to both the Fair Labor Standards Act and the 
Walsh-Healey Public Contracts Act. While fully cognizant of the purpose of 
your present hearings, we would be remiss in not noting our continuing concern 
with the unnecessary duplication of these two statutes in the wage-hour field. 
Recent judicial interpretations and an ever-expanding minimum-wage determina- 
tion program by the Department of Labor have so broadened the impact of the 
Walsh-Healey Act as to make a reappraisal of this situation imperative. With- 
out question the continuing program of prevailing minimnum-wage determinations 
under the Walsh-Healey Act creates constant pressures for increased minimums 
in other industries, whether or not covered by the Walsh-Healey Act or the 
Fair Labor Standards Act, since the economic effect of Government-imposed 
wage increases cannot be restricted to the specific area in which they are ordered. 

A brief illustration of this point may be of interest. This subcommittee is 
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familiar with the Covington Mills case and other decisions holding that the 
entire United States or any part thereof may be demed a “locality” for purposes 
of determining the minimum wages under the Public Contracts Act. Coupled 
with this interpretation is the active program of revising, increasing and adding 
wage determinations on a broad scale. Following the $1 per hour minimum 
wage increase under Fair Labor Standards Act, the Secretary of Labor pro- 
ceded to conform Walsh-Healey rates in some 36 industries which had prevail- 
ing minimums of less than $1 per hour. This order was effective October 7, 
1956. In recent months at least five of these small industries have been notified 
of possible further determination adjustments in prospective prevailing wage 
hearings. This recurring review process is not only unduly burdensome on the 
affected industries but also gives rise to Government-induced inflationary costs 
plus the reexamination of industry and intracompany wage differentials. 

In our view there is no sound basis for maintaining a condition that results 
in a substantial overlapping of different statutory requirements, difficulty of 
compliance, and unjustified duplicative administrative expense. We would urge 
the immediate repeal of the Walsh-Healey Act as a means of clarifying the 
probiem. 

Respectfully submitted. 

LAMBERT H. MILLER, General Counsel, 


STATEMENT OF RupoLteH T. DANSTEDT, DIRECTOR, WASHINGTON BRANCH OFFICE OF 
THE NATIONAL ASSOCIATION OF SOCIAL WORKERS FOR THE NATIONAL ASSOCIATION 
oF SocraL WORKERS 


Mr. Chairman, I am Rudolph T. Danstedt, director of the Washington branch 
office of the National Association of Social Workers, and I am authorized to 
express the support of our association for S. 1267 introduced by Senator Wayne 
Morse. 

The National Association of Social Workers and one of its predecessor organi- 
zations—the American Association of Social Workers—have long been on record 
in favor of adequate minimum wages and wide coverage of employment by the 
Fair Labor Standards Act. The platform statement on economic and labor 
conditions adopted by the association at its convention in St. Louis, Mo., in May 
1956, recommends among other matters under the subject heading “Protection 
of the Labor Force” the following: “Coverage of minimum-wage laws should 
be broadened and levels raised to reflect increasing productivity and higher living 
costs.” Our association testified before the Subcommittee on Labor in the 
1st session of the 84th Congress and indicated at that time that we not only 
favored increase in minimum wage to $1.25 an hour but to extend coverage 
of the act to as many presently excluded groups of workers as possible, both 
by reducing the number of exemptions and by broadening the definition of inter- 
state commerce. 

Our remarks on this oceasion are addressed, of course, to extending the cover- 
age as provided for in S. 1267. 

The members of our association who are employed in governmental and private 
agencies in our large urban areas, small towns and rural communities are acutely 
aware of the important fact that a floor below wages can contribute significantly 
to preventing ill health and the problems of family and personal maladjustment. 

Eloquent testimony can be presented, demonstrating the tremendous contribu- 
tion the old-age and survivors insurance program—once a subject of substan- 
tial controversy—has made to permitting a dignified old age, keeping mothers 
and children together and in general, reducing the incidence of social problems 
because a minimum income was assured as matter of right. 

A prediction was ventured when the old age and survivors insurance program 
was inaugurated that in the course of time we would see a substantial decline 
in the number of children who had to be placed in institutions or removed from 
their own homes for economic reasons alone. That this has in fact occurred 
and that many of our old-time orphanages have been emptied is one of the 
dramatic side effects of this program. There is, we believe, some appropriate 
analogy between the many positive effects of the income-guarantee features 
of the old-age and survivors-insurance program and extension of the Fair Labor 
Standards Act to still further sections of our population. 

Note should be made of the fact that old-age insurance benefits can be as 
high as $108.50 a month which amounts for a 40-hour week to 65 cents an hour, 
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It is certainly not unreasonable to maintain that someone employed in a hotel, 
as a retail clerk, laundry worker, agricultural worker or other categories appro- 
priately included under this bill should be assured of a modest $1 an hour 
which is less than twice the maximum retirement benefit. It should be noted 
further that a number of members of the Congress believe that these retirement 
benefits are insufficient and should more adequately reflect the cost of living and 
provide opportunities for retirees to secure larger supplementary earnings than 
are now possible. 

In our 1955 testimony we made a number of points that appear as pertinent 
2 years later as they did then. These are as follows: 

(1) The low-wage earner lives precariously balanced on the ragged edge of 
self-support. The least disturbance of this balance throws him and his family 
into economic destitution and dependency upon public welfare aid. It is he 
who has no margin of protection to cover illness, temporary unemployment or 
underemployment, or any other of the economic and social hazards of modern 
life. In this sense, the taxpaying public is called upon to underwrite the 
employer who pays substandard wages. 

(2) Substandard wage places a heavy burden on family life. Families are 
unable to provide their children with the basic necessities for healthy growth, 
especially such essentials as health and dental care. Mothers in such families 
are often driven to work to supplement an inadequate family income, thus 
depriving children of needed.care. Desertions by an overburdened father, how- 
ever, unfortunate, are increasingly frequent. Slum living conditions are per- 
petuated by the low rentals such families can pay. Many children are driven 
to delinquency by the shame and hopelessness of the environment in which 
they live. 

It would certainly seem to our association that if another 10 million wage 
earners are included under the Fair Labor Standards Act as proposed in §, 
1267, this would be another significant step toward helping to dry up other 
pockets of poverty or semipoverty. 

lt is certainly difficult for us to understand why varicus health and welfare 
agencies in the community would be called upon to subsidize—in many instances— 
the difference between what the person can earn and what he may need to 
maintain a minimum adequate standard of living. It has been argued on occa- 
sions that those who favored minimum-wage legislation would rather see handi- 
capped individuals dependent upon public or private welfare services than 
employed. This is not true. Those of us who have the opportunity to work 
with the handicapped would, of course, prefer to see them employed but we 
doubt that a $1 an hour contains a partly hidden subsidy for the individuals 
who are handicapped. We certainly salute the industry or the business that 
hires people on merit and ability to produce despite handicaps. We would doubt 
very much the sincerity of any employer who justifies inadequate wages on 
the assumption that he is performing a charity and therefore deserves a discount 
in wages. 

It seems ironical to us that social agencies and programs, both public and 
private, are asked to pay the cost of remedying the personal and social tragedies 
to which low wages have contributed. 

It would seem to us far more sensible to use the instrumentality of Govern- 
ment to prevent these situations before they occur and for this reason we believe 
the Fair Labor Standards Act should be amended to broaden its coverage and 
to eliminate restrictions placed on this act by the 1949 amendments. 


NATIONAL CHILD LABOR COMMITTEE, 


New York, N. Y., March 27, 1957. 
Mr. Stewart E. McCrure, 


Staff Director, Committee on Labor and Public 
Welfare, United States Senate, Washington, D.C. 


Dear Mr. McCriure: Thank you for your letter of March 7 suggesting that we 
file a statement in lieu of personal appearance in connection with the minimum 
wage bills under consideration. 

In accordance with your suggestion, may I suggest that the following brief 
statement be included in the record of the hearings: 

“Census figures show that there are about 9 million children under 18 years of 
age who belong to families where the total monetary income is less than $40 a 
week. I know that I need hardly belabor the point with you that one of the 
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effects of low income is shortened schooling for children. Irresistible pressures 
are brought into play for children to leave school at the earliest possible legal 
age—and sometimes earlier—to help the family breadwinner eke out a living, 
Extended minimum-wage coverage would help remedy this situation in part, 
at least. 

“We particularly support that section of the bill which proposes to include 
large-scale industrialized farming under the wage provisions of the Fair Labor 
Standards Act. Noncoverage of these establishments denies minimum-wage pro- 
tection to a group of wage earners who need it as much, if not more, than any 
other group in the country.” 

Sincerely, 
Sot Marxorr, Hwecutive Secretary. 





STATEMENT OF NATIONAL COAL ASSOCIATION, WASHINGTON, D. C. 


Mr. Chairman, the National Coal Association is the trade association of bitu- 
minous coal mine owners and operators, and includes within its membership the 
producers of more than two-thirds of the Nation’s bituminous coal. 

The employees of the coal mining companies are already covered by the Fair 
Labor Standards Act except as the specific exemptions may apply. Our members, 
therefore, are not directly affected by the proposals to change the coverage of the 
law to make it apply to any employee employed “in or about or in connection 
with” any activity in commerce, necessary to commerce, or “competing with any 
activity in commerce.” Nevertheless, on behalf of our membership we wish to 
urge the rejection of such proposals, because their adoption would constitute 
elimination of the last vestiges of the principle of separation of powers upon 
which our Government was founded. If the State governments are to remain 
in existence, some of the activities of local government must be left to their juris- 
diction. Such a sweeping precedent for extension of Federal preemption of local 
governmental activities should not be adopted, particularly in the absence of any 
demonstrated need therefor. 

In some of the bills before your committee there are proposals to eliminate 
the exemption of outside salesmen. The reasons for the adoption of this exemp- 
tion in the original legislation are as valid today as they were when the exemption 
was first adopted. The outside salesman to whom the exemption applies is a 
man engaged in selling away from his employer’s place of business. In every 
known instance in the coal industry, and very probably in the vast majority of 
instances in other industries, outside salesmen receive a great deal more than 
the minimum wage specified in the Fair Labor Standards Act. However, the 
nature of their work is such that the overtime provisions of the act would be 
extremely impractical as applied to such employees. Since outside salesmen are 
defined to mean only those whose activities occur away from the employer's 
office, the employer has no way of knowing how many hours are spent in working. 
Even with detailed information from the outside salesman, it would be extremely 
difficult and burdensome to compute the number of hours of working time, be- 
cause there is necessarily an overlapping of nonworking and working time in 
the activities of the normal traveling salesman. 

Elimination of the outside salesman exemption would require, first, a deter- 
mination of the number of hours spent traveling, eating, and in personal activities, 
to be allocated to working time within the meaning of the act; second, a computa- 
tion of the regular rate of pay based upon the number of hours in working time 
and the amount of compensation from salary and commissions; next, an adjust- 
ment of the commission rate to reflect the time-and-one-half requirement for the 
sales made during the overtime hours. The confusion and burden which would 
result from such requirements makes the outside salesman exemption a practical 
necessity. It should not be eliminated. 

Some of the members of our association operate, either directly or through 
affiliates, retail coal outlets and retail stores for the convenience of employees. 
On their behalf, we urge rejection of the proposals to restrict the retail exemp- 
tion so that it will be inapplicable if the employer has more than four such 
establishments or more than a total annual dollar volume of sales of $500,000. 
Even more important, however, from the standpoint of the coal industry, is the 
proposal to exclude from the retail exemption any employer if “more than 25 
percent of such employer’s annual dollar volume of sales or servicing shall be 
made to customers who are engaged in a mining, manufacturing, transportation, 
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commercial, or communications business.” This proposal would eliminate from 
the exemption a very large part of the retail coal yards throughout the Nation, 
because retail coalyards customarily sell a substantial tonnage to stores, office 
buildings, apartment houses, hospitals, schools, and other commercial enterprises. 
Under present interpretations of the law, retail sales of coal are considered to be 
those sales (not for resale) which are made in less-than-carload lots, and the 
present provisions of the law in this respect should be retained. Otherwise most 
retail coal dealers will find themselves subject to the act, even though they are 
strictly local businesses whose regulation should be left to regulation of local 
government. 

Some of the bills before your committee would eliminate additional exemptions 
which are of indirect interest to the coal industry, such as the local retailing 
capacity exemption, the exemption for forestry or lumbering operations where 
the employees are 12 or fewer in number, and the exemption for seamen. The 
reasons for the adoption of these exemptions in the first place are still as 
persuasive as they were when the exemptions were adopted, and we have yet to 
find any real reason for the proposals to eliminate them. These sweeping pro- 
posals appear to be an unreasonable attempt to extend the regulatory power of 
the Federal Government into the last hideouts occupied by the emaciated powers 
of the States, without regard to the resulting burden on local business. We 
believe that the Federal Government should not further preempt local regulatory 
authority in any case where there is not a compelling reason for such action. 


STATEMENT OF JOHN H. Topp, EXECUTIVE VICE PRESIDENT, NATIONAL COTTON COM- 
PRESS & COTTON WAREHOUSE ASSOCIATION, MEMPHIS, TENN. 


I am executive vice president and general counsel of National Cotton Compress 
& Cotton Warehouse Association. That organization is composed of the owners 
and operators of cotton warehouse and compress warehouse facilities located 
throughout the cotton-producing States. Our members are public cotton ware- 
housemen. That is, they operate as bailees-for-hire in performing all of the stor- 
age and physical bale-handling operations (subsequent to ginning) required for 
the marketing of the farmers’ cotton crop. 

I am informed that the subcommittee will consider the testimony received on 
proposed amendments of the Fair Labor Standards Act by the Labor Subcommittee 
during the Ist session of the 84th Congress; and that only Supplementary testi- 
mony is desired or necessary at this time. 

I, therefore, adopt and endorse the testimony of the following witnesses 
appearing on Wednesday, April 27, and Tuesday, May 3, 1955, whose testimony 
is found at page numbers indicated in part 2 of those hearings: 

Witnesses: W. E. Jesup, pages 630-635 ; John H. Todd (your present witness), 
pages 642-649; Roy Forkner, pages 950-954; George H. Sherman, pages 954-958 ; 
H. L. Wingate, pages 961-971 (especially 968 and 971) ; Sidney Levingston, pages 
871-977 (especially 976-977) ; and Clifford H. Hardy, pages 977-980 (especially 
979-980). 

Between the effective date of the 75-cent minimum wage in early 1950 and 
the hearings in the spring of 1955, the overall costs of operating cotton ware- 
hous® and compress-warehouse facilities had increased approximately 25 percent, 
requiring a corresponding increase in charges for services. That increase was 
due in large part to the increase in the minimum wage and the uncertainty of 
the application of the section 13 (a) (10) exemption from minimum wage and 
overtime to the storing and compressing of cotton within the actual area of 
production. That uncertainty was created by the unrealistic definition of “the 
area of production” promulgated by the Department of Labor. I further esti- 
mated (in the 1955 hearings) that the increase of the minimum wage to $1, com- 
bined with continued uncertainty of application of the area of production exemp- 
tion would increase the costs of cotton warehouse and compress-warehouse 
operations by more than 94 cents per bale. The acual increases in operating 
costs since the spring of 1955 have been substantially greater than that estimate. 
A spot check made last week of representative warehousemen operating arnvoxi- 
mately 30 percent of total cotton warehouse capacity in the cotton-growing States 
indicates that there has been an additional increase of more than 21 percent 
in total operating costs. At least 18 percent of that increase is attributed to the 
increase of the minimum wage from 75 cents to $1 per hour in January 1956 plus 
the effects of nonapplication of section 13 (a) (10) area of production exemp- 
tion from the minimum wage and overtime requirements of the act. 
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The uncertainty concerning application of that exemption continued unabated 
until the United States Supreme Court, on March 26, 1956, decided the case of 
Jomes P. Mitchell, Secretary of Labor v. Joseph T. Budd, Jr., et al., reported in 
volume 76, United States Supreme Court Reporter, at page 527, and in volume 
350 United States Reports at page 473. In that decision, which involved tobacco- 
handling operations at Quincy, Fla., the United States Supreme Court (contrary 
to the decisions of many trial courts, one State supreme court, and of the United 
States Court of Appeals for the Fifth Circuit) unanimously and specifically up- 
held the Administrator’s (Secretary of Labor’s) definition of “the area of pro- 
duction” of agricultural and horticultural commodities. The validity of that 
definition was the crucial issue in the case at bar. 

Whereas the Congress, in section 138 (a) (10) of the act said that persons em- 
ployed in the named operations, including the ginning, handling, storing, and 
compressing of cotton, are exempt from both the minimum wage and overtime 
requirements of the act when such operations are performed “within the area of 
production” of the commodity involved, the United States Supreme Court unani- 
mously approved the gratuitous assumption by the Administrator (Secretary of 
Labor) of the power. to limit that assumption to employees of establishments not 
located within, or within specified airline distances of towns of 2,500 or greater 
population, and by further specifying (when the population criterion is complied 
with) that the exemption will not be applicable if, during the last preceding calen- 
dar month in which the establishment conducted operations, more than 5 percent 
of its monthly receipts of cotton (or whatever other commodity it might be serv- 
icing) moved to that establishment from ponts more than specified airline 
distances from the establishment (or from points having a population of 2,500 
or more unless it can be proved the commodities were grown on farms within that 
specified airline distance). 

In the case of cotton ginning establishments, that airline distance is 10 miles. 
In the case of cotton warehouses not equipped with compress machines it is 20 
miles. In the case of warehouses equipped with compress machinery it is 50 
miles. Clearly neither of those criteria has any direct or necessary relation to 
whether such operations are conducted within the area of production of cotton 
(or whatever other farm or orchard product might be involved). 

In promulgating his definition of area of production (title 29, CFR, sec. 536.2) 
the Administrator (the Secretary of Labor under Reorganization Plan No. 6 of 
1950) departed from the reasonably clear language of Congress in section 13 (a) 
(10) of the act and, in effect, legislatively amended that enactment of Congress 
with a regulation at variance with the language of the act, and at variance with 
the intent and contemplation of the Congress. In the decision cited above, the 
Supreme Court has unanimously confirmed the Administrator (Secretary) in his 
arrogation unto himself of such legislative power. This is perhaps the most 
recent of a series of instances in which the Congress is faced with the question; 
Do we have, and are we to have, a Government of laws or a Government of men? 

Senator Stennis, of Mississippi, has introduced, and there has been referred to 
your committee, Senate bill 1418 which, in part, proposes a commonsense correc- 
tion of this situation. That commonsense correction is to provide in the act that 
“the area of production”, for the purposes of this exemption, includes all of each 
county in which the farm or orchard product involved is grown in commercial 
quantities. 

We submit that such a commonsense amendment will clearly give the exemption 
the application which Congress intended from the beginning. 

We urge adoption of such an amendment, For the reasons previously given, 
we urge retention, and oppose repeal or restriction of the other exemptions and 
partial exemptions now included in the act for agriculture, and for the storage, 
processing and servicing of farm and orchard products. 

We oppose as preposterous and intolerable any further increase in the minimum 
wage, and extension of the coverage of the act, as proposed by some, to all persons 
employed in, about, or in connection with any activity “affecting interstate com- 
merce’. Such an extension, with the proposed definition of “affecting commerce” 
(as Secretary Mitchell himself declared) would in practical effect obliterate the 
distinction between interstate and intrastate commerce. The proposed definition 
of “affecting commerce” is so broad and elastic that it goes far beyond the scope of 
the commerce clause of the Constitution. 


oT The< 1 ® rhe 


mort 


i- 


n, 


MINIMUM WAGE PROTECTION 1085 


STATEMENT F'RomM UNITED CHURCH WOMEN RE SENATE BILL 1267 


The General Department of United Church Women is a department of the 
National Council of the Churches of Christ in the United States of America. 

As churchwomen we wish to express our great interest in Senate bill 1267 and 
our earnest hope that it will be passed unanimously by your committee. Our 
great concern has been with the lack of coverage and protection of the present 
legislation to the millions of workers not now covered by the law. We have long 
been aware that these persons are not members of unions and are not protected 
by State minimum wage legislation although other workers have enjoyed better 
wages with which to offset the higher costs of living, To our certain knowledge 
there are large numbers of these employees who are earning less than a dollar an 
hour. 

We are shocked that the Secrtary of Labor in his proposals for the administra- 
tion made no recommendation for the relief of agricultural workers who are in 
the greatest need due to seasonal and part-time employment. We are glad to 
note that Senate bill 1267 does remove the exemptions against this and other 
groups. The categories of workers for which the legislation is proposed are in 
the most desperate need because many of them are paid far below a living wage 
and are in fact unable to live on their current income without incurring heavy 
debts. These are the persons who go without proper food, without medical and 
dental care and yet are needed in our working force in this country. In order 
to right such unfair inequities we urge a favorable vote on on Senate bill 1267. 


STATEMENT BY BERNARD E. ESTERS, CHAIRMAN, LEGISLATIVE COMMITTEE, 
NATIONAL EDITORIAL ASSOCIATION 


My name is Bernard E. Esters, and I am the publisher of the Pioneer Times, 
a weekly newspaper in Houlton, Maine. This statement is being presented in 
behalf of the approximately 9,000 weekly and smalltown daily new spapers now 
being published in this country. 

Of this number of newspapers, more than 5,500 are members of the National 
Editorial Association. It is my privilege to serve as chairman of the legislative 
committee of this association. 

About 90 percent of the whole number of publications just mentioned serve 
communities of less than 10,000 population; they are printed and distributed 
throughout every congressional district in this country. 

It has been repeatedly demonstrated that they exert a tremendous influence 
in molding constructive public opinion in smaller communities across the Nation 
from whence come some 60 percent of the men and women who make up the 
Congress of the United States. 

This influence, I might add, is one that is jealously guarded and consistently 
dedicated to projects in the best interests of the United States. This industry has 
established an enviable record of publicly demonstrated patriotism and of dis- 
tinguished achievements in the field of public service of which all of its members 
are intensely proud. 

The combined circulation of these newspapers in 1956 was approximately 
19 million copies every week of the year. Survey after survey has substantiated 
the reliable formula of weekly readership at 3% persons per copy. Thus we 
conclude that the industry that is herewith presenting its views on impending 
labor legislation provides an essential as well as a desirable intellectual, infor- 
mational, and educational service for upwards of 67 million Americans every 
week. 

As the only voice reflecting opinion from the smalltown press of America, the 
National Editorial Association 2 years ago took a firm stand before this com- 
mittee against proposals to raise the minimum wage rate from 70 cents an hour 
to$1 an hour. This was not a popular attitude and it subjected the smaller but 
no less vital segment of the press of this country to the suspicion of being un- 
willing to pay to its employees a fair wage comparable with industry generally. 

Nothing could be further from the facts. Far from being reluctant to pay a 
fair wage for an hour’s work, combined newspaper and job printing plants the 
country over “re more than eager to meet this condition, because only by so doing 
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can they expect to maintain any semblance of employee stability and protect 
themselves from raids on their help by large and more prosperous city operators, 

What really stands in the way of a willingness to pay is the inability to earn 
income sufficiently in excess of costs to make it possible to do so. The formula 
is that simple. The increase in the minimum wage in these small-business 
enterprises has already taken a costly economic toll from steadily declining profit 
structures. 

Because every other cost of doing business has likewise been inexorably rising, 
the effect of the combined impact of all these higher expenses poses a threat 
which is not only disturbing to a large number of our members but is actually 
frightening in the extent to which they may imperil actual business survival in 
so Many marginal cases. 

The plain and inescapable truth is, as many of the gentlemen who make up 
this committee must be very well aware, in the communities in which 90 percent 
of the businesses here referred to, operate, customers will absorb mounting 
costs just so long before they will rebel. In the matter of buying printing or 
investing in advertising, the two principal commodities sold by our members, 
there can be a definite point beyond which buyers of our goods and services will 
not go. 

It is my considered opinion that many of these firms have already reached 
this point and many others will shortly do so if there is any further imposition 
of higher costs made upon them which they are powerless to resist or control 
without violation of a Federal law. 

It is my further opinion that, rather than pay the prices which costs dictate 
we must charge if we are to keep our business afloat, our customers will, as the 
saying goes, make do, use other alternatives, in which they are particularly 
ingenious, buy elsewhere, or go without altogether. 

This situation brings our problem sharply into focus. Deprived of the protec- 
tion of passing along our rising costs to our customers, as so many other 
industries can do, our only choices must be (1) to try to absor! them curselves, 
(2) more effectively control them, or (3) avoid them altogether. 

It is, then, for the purpose of avoiding this new threat to be found in the various 
bills which would amend the Fair Labor Standards Act in several ways that 
will be extremely harmful to the economic welfare of the grassroots enterprises 
across the Nation for which the National Editorial Association is privileged to 
speak, that we file this statement of our views for the information of your 
committee. 

Let us consider first an omission from these bills of the historic exemption that 
has been granted to smallitown newspapers having circulation figures in certain 
categories. 

Since the Fair Labor Standards Act was first adopted in 1938, the vital role 
of the smalltown newspapers of America in serving the economic, social, political, 
and intellectual life of their communities has been clearly recognized and kept 
constantly in mind by your predecessor committee of the United States Senate. 

There has, from the beginning, been a consistently appreciative recognition 
of the manifvld valuable and essential public services which smalitown news- 
papers, from the beginning of this Nation, have considered a fundamental basis 
of their dedicated contribution to the people whom they are privileged to serve. 
These services, which need not be enumerated at this point are, incidentally, 
performed freely and without hope or expectation of financial reward; they 
are available from no other source to those who receive them. 

There has always been, it would appear from the longtime maintenance of 
this exemption, a mutual acknowledgment of the further services which all 
newspapers willingly make available through their columns, at no charge, to 
any and all departments of the Government at National, State, county, and 
local levels. 

May I repeat here again that this appreciation of the public and patriotic 
services of the smalltown press of America and this corollary admission of the 
necessity of preserving that industry to continue fully performing its vital 
service, has existed since the origin of the Fair Labor Standards Act. And, 
further, it was not granted in the beginning through any request from its 
beneficiaries. 

Now, after almost 20 years of an exemption long considered a necessity and 
important enough to be maintained for two decades, we encounter what seems 
to be a complete reversal of this viewpoint. We are at a loss to understand this 
switch in thinking: we cannot, for our own interests as well as in behalf of 
those millions of American families whom we serve, let it pass without vigorous 
challenge and protest. 
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The story is this: From the very first day of the Fair Labor Standards Act in 
1938 there has been a provision in it which has expressly exempted weekly and 
small daily newspapers in certain circulation brackets from being obliged to 
comply with certain wage and hour regulations having to do with the payment 
of time and a half per hour rates for overtime work. 

In the beginning, the figure below which such exemptions were permitted 
was set at 3,000 copies. Weekly and daily newspapers distributing fewer than 
this number of copies per edition were specifically exempted from confinement 
to a 40-hour workweek in excess of which they would be cbliged to pay the 
statutory time and one-half rate of pay. 

In 1949, possibly in the belief the original figure of 3,000 copies did not in- 
elude a fair proportion of smaller community newspapers, the ceiling was raised 
to 4.000, where it has been since. 

Now, in 1957, when the economic situation of these affected publications is far 
less favorable on any count than it has ever been before, and becoming pro- 
gressively worse, we are amazed and shocked that we are being singled out as 
the target for what can be a seriously crippling blow. Nowhere in any of the 
various bills that have been introduced to amend the Fair Labor Standards Act, 
ean we find any reference whatsoever to an exemption for smalltown news- 
papers of 4,000 or less circulation from wages and hours overtime regulations. 

Hither this astonishing and disturbing state of affairs is an oversight that 
wasn’t intended to occur by the bills’ sponsors or it constitutes a thoughtless 
lack of serious consideration that can deal a severe economic shock to the thou- 
sands of newspapers who make up the smalltown press of this Nation; many 
such papers no doubt being printed in towns with which the members of this 
committee are familiar. 

If the omission prevails and the present exemption is not restored, it is not 
difficult to foresee an adverse economic impact that will have its greatest force 
felt on the hapless smalltown publications previously protected. There could 
result, especially in cases of extinction of such newspapers, a complete disap- 
pearance of those public services previously referred to and long considered so 
necessary between their various governments and millions of American citizens 
and taxpayers. A curtailment would likely be inevitable by those who might 
still be able to function. 

We who make up this part of the newspaper industry dislike to think that we 
have become a deliberate target; we are not conscious, willfully or otherwise, of 
having courted this treatment so contrary to that accorded us by previous 
committees. 

We do not wish it to be inferred by this presentation that the smalltown 
newspaper industry of this country is appealing for special privileges beyond 
those under which it has been operating since the inception of the Fair Labor 
Standards Act. It does not seek special favors other than those to which it has 
hitherto been considered entitled by virtue of the nature and extent of the con- 
tributions to the public welfare which, by its very nature, it is particularly 
adapted to make. 

To assume that the removal of this exemption would have the effect of 
spreading employment or increasing earning power is entirely unrealistic. It is 
the considered opinion of responsible members of this industry that, if this 
action takes place, the exact opposite will follow; incomes will be reduced 
rather than increase, insofar as overtime earnings are concerned, because work 
hours additional to the present statutory 40 per week would have to be either 
eliminated altogether or reduced to the barest minimum. 

There is no ground whatsoever for the belief that the original establishment 
of a circulation minimum as a basis for exemption was discrimination in favor 
of small-town newspapers and against their larger colleagues. This relief was 
granted, in our judgment, in the beginning and has been continued for 19 years, 
to enable affected newspapers to continue to provide, the many valuable public 
services which are so much a part of their contributions to society and which 
they constantly make available at no charge to any and all departments of the 
Government, to United States savings bond drives, to appeals of the American 
Red Cross, Boy Scouts, community chests, Cancer Society, heart fund, muscular 
dystrophy and scores of other worthy and charitable causes of every description. 

We believe this position taken so many years ago was fully justified and 
reasonable at the time and, furthermore, that it is even more so today. 

Any regulation that might reduce the number of these newspapers or curtail 
their service to the public would certainly be harmful in the extreme, not only 
to these so vital small business enterprises but also to the many charitable and 
constructive services they render. 
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We must also dissent very definitely to the proposal which would cause the 
limit of exemption of executive, administrative, and professional employees to 
apply to those earning $6,000 annually. 

This action would cause a serious dislocation throughout our entire industry 
because it would (1) make it economically impractical for thousands of small 
newspapers to pay news and advertising personnel such a prohibitive wage struc- 
ture in order to insure uninterrupted production of newspapers and (2) would 
make it necessary in many, many cases, for personnel now employed, to be dis- 
missed because management simply cannot afford to pay unrealistic wages that 
are so completely out of line with pay for comparable services elsewhere in their 
small communities. A further objection would be the unsatisfactory require- 
ment for recordkeeping in a ficld where such a stipulation would cause serious 
impairment of production and be impractical to maintain. 

Furthermore, in seeking to bring newspaperboys, many thousands of whom 
are independent contractors with newspapers, under coverage of the Fair Labor 
Standards Act, we cannot escape the conviction a grave and a costly disservice 
will be caused to these young boys and girls. 

Under the arrangements currently permissible by law, these enterprising 
youngsters, familiarly known as little merchants, are young businessmen in them- 
selves. They buy at wholesale from newspapers and sell at retail to their own 
customers. Wesee no good to be gained by disturbing this advantageous arrange- 
ment. We further disagree with any argument that the Federal Government or 
any of its bureaus has any right to tamper with this strictly American method. 

In closing, may I repeat, the viewpoints herein expressed comprise the com- 
posite thinking of a large segment of the small town weekly newspaper industry 
of this country. It is a fact that there are many additional arguments that can 
be advanced to maintain the status quo of the Fair Labor Standards Act with 
respect to this industry and insofar as it affects this association of small town 
business firms. Many of these arguments apply with equal force in opposition 
to further proposals to extend coverage to retail and services establishment in 
broad categories. 

However, we believe those we have presented here are among the main reasons 
that commend themselves to the committee. We thank you for this opportunity 
of bringing them to your attention and we earnestly solicit your careful consid- 
eration of them. 


STATEMENT OF THE VIEWS OF THE NATIONAL GRANGE CONCERNING 8S, 1267 
WHIcH AMENDS THE F'ark LABOR STANDARDS AcT OF 1938 


The National Grange opposes those sections of S. 1267, a bill to amend the 
Fair Labor Standards Act of 1938, as amended, which would narrow and weaken 
the exemption of agriculture and its affiliated “first processing’ industries as 
provided under the existing law. 

This opposition is based upon three specific reasons: 

First: The enactment of this legislation as it applies to agriculture would add 
materially to the cost of the farming operation. Farmers are already suffering 
from a severe cost-price squeeze. Under existing conditions, it would be im- 
possible for them to pass on these added expenses to the consumers of farm 
commodities. Farmers can ill afford to assume added expenses at this time. To 
submit them to these added unfair and unjustified costs would cause further 
hardship, and would, therefore, not be in the national interest. 

At the time the Fair Labor Standards Act of 1938 was passed, both agriculture 
and labor were suffering from depressed conditions. Since that time, the lot 
of labor has improved phenomenally. Farmers, meanwhile, still find themselves 
in the vise of higher and higher production and living costs, and low farm prices. 

We do not wish to argue at this time the merits and demerits of the features 
of S. 1267 which deal with nonagricultural pursuits. We would point out, how- 
ever that these amendments in themselves, if made law, will increase farm living 
and production costs. 

Second: The very nature of agriculture and its closely affiliated processing 
industries is such that it is highly impractical, and often impossible for the 
most part, to inflict upon it inflexible application of daily or weekly patterns 
of work. To do so would not only add materially to costs of production, but 
would cause heavy losses of food and fiber, and in this way would work against 
the national interest and the welfare of farm people and their employees. 
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Heavy work peaks come with planting and harvesting operations. The farmer’s 
welfare is critically dependent upon meeting the deadlines inherent in these 
operations. To be late or to start too early often means bankruptcy. Many 
farm commodities are highly perishable. There is no way of eliminating 
materially the seasonal nature of a sizable portion of the farmer’s business and 
affiliated processing enterprises that must be geared to that business. 

Unfavorable weather conditions, furthermore, cannot be foreseen, and they 
often add emergency conditions to the problem of getting seasonable farmwork 
done. This proposed legislation would add another unnecessary hardship to an 
already difficult situation. 

Certain types of farm enterprises, such as dairying, require irregular hours. 
Work is often mostly done in the morning and evening, with free time for outside 
activities being available during the middle of the day. S. 1267 would complicate 
this problem. 

Third: There are many employee advantages in various types of farm employ- 
ment which are difficult to assess or to put a price tag on, such as free housing, 
free farm-produced food, free time for outside activities during slack periods 
of work, and many other advantages. The National Grange has grave reserva- 
tions as to whether these could and would be equitably appraised by the Admin- 
istrator of the Fair Labor Standards Act. 

Instead of narrowing and weakening the agricultural exemption of the present 
law, which would inflict grave hardships on rural America, the Grange feels 
that Congress should, in all fairness to this segment of our economy, strengthen 
the Fair Labor Standards Act of 1988, as amended, so as to prevent administrative 
interpretations of the intent of Congress from continuing to narrow and weaken 
this exemption. 

In order to accomplish this, the National Grange proposes that subsection 
(f) of section 3 of the Fair Labor Standards Act of 1988, as amended, be further 
amended by inserting a comma in lieu of the period at the end thereof and by 
adding the following: 

“(f) ‘Agriculture’ includes farming in all its branches and, among other things, 
includes the cultivation and tillage of the soil, dairying, the production, cultiva- 
tion, growing, and harvesting of any agricultural or horticultural commodities 
(including commodities defined as agricultural commodities in section 15 (g) of 
the Agricultural Marketing Act, as amended), the raising of livestock, bees, 
fur-bearing animals, or poultry, and any practices (including any forestry or 
Jumbering operations), performed by a farmer or on a farm as incidental to or 
in conjunction with such farming operations, including preparation for market, 
delivery to storage or to market or carriers for transportation to market, handling, 
storing, packing, cleaning, dressing, eviscerating, extracting, grading, ginning, 
compressing, pasteurizing, curing, fermenting, drying, canning, cooling, or freezing 
of any agricultural or horticultural commodity, including livestock, poultry, bees, 
and fur-bearing animals, or the making of cheese, butter, dairy or similar prod- 
ucts, whether or not such practices are ordinarily performed by farmers or on 
farms.” 

(+) Section 3 be amended by adding at the end thereof a new subsection 
(p>, as follows: 

“(p) The area of production of any agricultural or horticultural commodity, 
including livestock and poultry, ineludes all of each county in which such com- 
modity is produced in commercial quantities, except that it shall not include 
the corporate limits of a city or municipality having a population in excess of 
250,000 as reported in the 1950 census.” 

(c) Section 7 (c) be amended by adding at the end thereof the following 
hew sentence: 

“(e) For the purpose of this subsection (c), the term “first processing” shall 
include all operations prior to, including, and through the completion of such 
first processing, whether performed at the same at different times, or in one or 
more places or by one or more employers.” 

(ad) Subsection (a) of section 13 be amended by striking out paragraph (10) 
and inserting in lieu thereof the following new paragraph (10): 

“(10) The employees of an employer who is engaged within the area of pro- 
duction in the preparation for market or handling of any agricultural or horti- 
cultural commodity, including livestock and poultry, and including but not limited 
to the handling, packing, storing, cleaning, dressing, eviscerating, extracting, 
grading, ginning, compressing, pasteurizing, curing, drying, fermenting, canning, 
cooling, or freezing any such commodity, or the making of cheese, butter, dairy, 
or Similar products; or.” 
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STATEMENT OF THE NATIONAL INSTITUTE OF DRYCLEANING 


The National Institute of Dry Cleaning (NID) is the national trade asso- 
ciation for approximately 8,000 dry cleaners located in all parts of the United 
States. Our headquarters are in Silver Spring, Md. NID submits this state. 
ment in opposition to pending proposals which would change the present tests 
coutained in section 13 (a) (3) of the Fair Labor Standards Act for the 
exemption of dry-cleanirg establishments from the act under limited condi- 
tions. 


NATURE OF THE DRY-CLEANING INDUSTRY 


The individual components of the dry-cleaning industry are typical smal] 
businesses. It appears that the average dry-cleaning plant takes in cnly about 
$39,600 per year and has less than 8 full time employees. Indeed, as pointed 
out by the United States Department of Commerce, the dry-cleaning industry, 
86 percent of whose units employ less than 20 persons, “is essentially small 
businesses.” ? 

As of the end of 1954, there were 27,423 dry-cleaning plants in the United 
States. The average hourly earnings of production and nonsupervisory em- 
ployees in October 1956 was $1.28 per hour. Their average weekly earnings were 
$50.94 per week. During the week nearest November 15. 1954, there were 
216,789 employees in dry-cleaning plants and it appears that 17,740 of them 
were only employed part time. Labor costs constitute approximately 50 per- 
cent of the gross sales of dry-cleaning establishments.’ 

While the dry-cleaning industry may have some incidental effect on inter- 
state commerce, it is essentially local in character. Business activities are in- 
herently confined to each establishment's entirely local trading area. Dry clean- 
ers, moreover, do not produce any goods for shipment in interstate commerce 
as they sell services (dry cleaning) only. 


BRIEF HISTORY OF NEED FOR THE PRESENT EXEMPTION 


The present test for exemption of dry-cleaning establishments (and laun- 
dries) from the wage-hour law was enacted about 8 years ago.* It provides 
that such an establishment shall be exempt from the act if (1) it is primarily 
engaged in serving customers within the State in which it is located—that 
is, if 50 percent of its annual dollar sales volume is done in the State and 
(2) not more than 25 percent of its services are rendered to customers engaged 
in the manufacturing, transportation, mining, or communications business. 

A brief summury of the industry's experience prior to adoption of the pres- 

ent exemptien illustrates why dry cleaners are understandably wary of and 
opposed any change in the present exemption. The original act, among other 
things, exempted service establishments where the greater part of an establish- 
ment’s servicing is in intrastate commerce. At the time this provision was 
debated in the Senate, the then Senator (now Mr. Supreme Court Justice) 
Black explained to the Senate that, except to a small extent, this provision 
was limited to— 
“voods which are actually manufactured for transportation and are trans- 
ported in interstate commerce. We, therefore, eliminate in the beginning ary 
idea that this is an effort to regulate wages and hours in the various service 
employments throughout the Nation.” 

He also stated— 

“Businesses of a purely local type which serve a particular community, and 
which do not send their products into the streams of interstate commerce, can 
be better regulated by the laws of the communities and of the States in which 
the business units operate” (95 Cong. Record, p. 12492). 

As pointed out by the chief sponsor of the present exemption (Senator Hol- 
land of Florida) : 

“It is plain from the history and language of the exemption that Congress 
intended to exempt two types of establishments. First. retei) establishments, 
and second, service establishments. The retail establishment is the establish- 





1P, 20, Market Analysis Tools, County Business Patterns, U. S. Department of Commerce, 
1957. 

2 Sources: Earnings—Monthly Labor Review, January 1957, p. 123; number of plants 
and employees—Bureau of Census : labor costs—NID. 

2 Sec. 13 (a) (3), Public Law 736, 81st Cong., October 26, 1949. 
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ment selling goods. The service establishment is the one rendering service, 
such as the hotel, laundry, restaurant, the repair garage and the beauty par- 
lor” (95 Congressional Record, p. 12492). 

However, in 1940, the Wage-Hour Administrator announced that certain dry 
cleaners could not qualify for exemption as service establishments if they were 
substantially engaged in work for commercial customers such as manufacturing 
plants, hotels, and restaurants. But in 1942, the Administrator was inclined 
to reverse this view. He advised the then Congressman Hartley as follows: 

“T am very much inclined to the view that all laundries, regardless of whether 
they do so-called commercial work or not, were intended by the Congress to be 
exempt, aS you definitely state, and regardless of the outcome of the litigation 
(then pending) I am inclined at the present time to think that our interpretation 
should be revised in this regard” (95 Congressional Record, p. 12503). 

Shortly thereafter, an employee sued a so-called commercial laundry and the 
Sixth Federal Circuit Court of Appeals reversed the position taken by the 
Administrator in 1940 and held, in effect, that all laundries were service estab- 
lishments and, therefore, exempt, regardless of the type of customer served.‘ 
The Supreme Court refused to disturb this decision, whereupon the Adminis- 
trator withheld further action against laundries and dry cleaners. In 1946, 
however, the Administrator, on the strength of a case involving electrical equip- 
ment repair service, revived his earlier ruling and decided that commercial 
laundry service was subject to the act. 

During the debate on the present provision, Senator Holland referred to 
letters from the Administrator on this subject and stated: 

“T wish to place them in the Record so that it may be clearly and conclusively 
shown, first, that laundries are in trouble and no one knows who is exempt 
and who is not; second, that the Administrator, after ruling one way, abandoned 
that ruling and went to another kind of administration, and then, after a case 

yas decided, involving electrical machinery, and not laundries, came to a position 
announced by an earlier Administrator some years previously and notified the 
laundries that they were subject to a ruling made years ago. Can there be 
any question about the confusion which has prevailed in this industry?” (95 Con- 
gressional Record, p. 12503. ) 

As a result of this confusion, and utter frustration on the part of the industry, 
the Senate adopted the present test for coverage of the dry-cleaning (and 
laundry) industries in 1949 by a vote of 50 to 23. 

The dry-cleaning industry now urges the committee not to experiment with 
new coverage or exemption criteria. As demonstrated above, for many years 
prior to adoption of the present exemption the dry-cleaning and laundry indus- 
tries were the innocent victims of conflicting administrative and judicial inter- 
pretations of coverage language. They should not be again further subjected 
to new uncertainty and confusion as to their status under this law. 

When the Secretary of Labor appeared before the subcommittee of the Senate 
Committee on Labor and Public Welfare on February 25, 1957, he recognized 
the importance of the point we make. There, in opposing extension of the cover- 
age of the Fair Labor Standards Act into broader new fields not heretofore 
under the act, he mentioned as one of the reasons in support of his position 
the fact that: 

“Under the Fair Labor Standards Act, the line of coverage must be drawn 
as precisely and definitely as it can be so that employers and employees may 
understand its application from the facts that they know. Wages have to be 
paid each pay period, and if the law applies, it must be complied with at that 
time.” 

The present exemption test has not exempted every dry cleaner nor was that 
the intention at the time it was enacted. Those plants which are essentially 
engaged in interstate commerce are not exempt nor are those plants exempt 
which, to a large degree, serve the obvious instrumentalities of interstate com- 
merce such as transportation companies and large manufacturing concerns. 
Its application, nevertheless, is now, after 8 years, fairly well understood by the 
dry-cleaning industry. For this reason also, it should not be changed. 





4 Jonas vy. Nat’l. Linen Supply Co., 136 F. 2d 433. 
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UNEMPLOYMENT WILL RESULT IF MINIMUM WAGE AND OVERTIME 
OF DRY CLEANERS 


WERE REQUIRED 


The dry-cleaning industry, being made up of small-business units, is char. 
acterized by distinctly low profit margins. A low margin of profit plainly 
provides relatively no room for absorption by dry-cleaning plants of the in- 
creased wage costs which would result if they were made subject to the minimum 
wage and overtime requirements of the Fair Labor Standards Act. Should 
dry cleaners be made subject to the act, their increased payroll costs would be 
very substantial. 

Compliance with the minimum wage requirements would, of course, not merely 
involve increasing the hourly rates of those employees in the industry who are 
now paid less than $1 an hour. For experience shows that when the wage rates 
of employees in the lower paid job classificutions are increused, proportionate 
increases must be effected in the higher paid job clussilications (i. e., those 
paid in excess of $1) as well. This is necessary in order to preserve the estab- 
lished differentials between wage rates for all job classifications. 

Thus, the necessity for complying with a minimum-wage requirement would 
have a spiraling inflationary effect on the whole range of wage rates of all job 
classifications within the industry. It would not, of course, affect only those 
employees who may now be paid less than $1 an hour. A similar consequence 
in terms of applicability to all job classifications would, of course, flow from 
requiring our industry to comply with the overtime provisions of the act. For 
time and one-half would have to be paid to all covered employees working in 
excess of 40 hours per workweek. 

Since these added payroll costs cannot be absorbed by dry-cleaning plants, a 
tendency to curtail employment in the industry would certainly develop. This 
would defeat a basic policy objective of the Fair Labor Standards Act. For, 
when the Congress enacted the wage-hour law, while it declared the congres- 
sional policy to be the elimination of substandard wage conditions for workers, 
it also prescribed that such an objective must be attained “without substantially 
curtailing employment or earning power.” 

Both results—curtailed employment and curtailed earning power of workers— 
would, we fear, follow in our industry if it were made subject to the act. 

President Eisenhower may well have had the dry-cleaning industry in mind 
when in his Economic Report to the Congress of January 28, 1954. he said: 

“A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up 
the whole scaffolding of wages and of costs of doing business, thus leading either 
to inflation of prices and the worker’s own living costs, or to elimination of the 
less efficient employees and workers. Yet the ability of the employer to absorb 
« high minimum wage is limited. Indeed, the low-pay industries of today are 
often those earning modest profits, having limited opportunities to increase 
productivity, and containing firms easily squeezed out of business by rising costs.” 


FAILURE OF PROPONENTS TO JUSTIFY CHANGE 


The sponsors of amendments which would have the effect of changing the 
present tests for exemption of dry-cleaning establishments have not presented 
any justification whatever to support such legislation. Pending proposals seek 
to add new coverage tests for all presently exempt industries with certain 
specified exceptions. But those who advance them have failed to satisfy this 
burden of showing why they are necessary or what is wrong with the present 
exemption. 

What effect will such proposed new tests have on the dry-cleaning industry? 

Is there any basis for assuming that a substantial number of employees would 
be affected? How many may lose their jobs? And what would be the impact 
on the employers involved ? 

Would it be fair for the Congress to order employers to pay such wage increases 
as may result from such legislation out of their return on investment? 

What would be the probable impact on the prices of dry-cleaning services, 
which is an item in the Consumer Price Index? On unemployment? On collec- 
tive-bargaining agreemeuts and relationships? 

Would such tests be discriminatory, from a competitive point of view? 

Are the proposed exemption provisions entirely clear? What is the meaning, 
for example, of Secretary Mitchell’s proposal to cover certain “enterprises” 
which he defines as “related activities performed (either directly or indirectly 
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through unified operation or common control or otherwise) by any person for a 
common business purpose of providing goods or services, or the products thereof, 
or a combination of them, to others, and * * * all such activities, whether 
performed in one or more establishments or by one or more corporate or other 
organizational units.” 

The Secretary’s proposal would cover dry-cleaning employees “engaged in the 
activities of any enterprise in which an employer employs 100 or more em- 
ployees * * *.” What is the “employer”? How are the critical 100 employees 
measured and counted? 

In this connection it is of interest to compare a fairly recent NLRB decision 
in which the Board declined to assert jurisdiction of a laundry and dry-cleaning 
establishment where control of its policies and operations were “exercised on 
an essential local basis”*® despite the fact that the establishment was one of 
several related establishments in different States under common ownership. 

In view of the history of coverage and exemption confusion in our industry, the 
failure of the proponents of change to provide answers to such questions as the 
above should be fatal to their proposals. 

We submit, therefore, that the proponents of coverage amendments have failed 
to satisfy their fair burden of showing justification for changing the status of 
the dry-cleaning industry under the Fair Labor Standards Act. 


NID OPPOSES DISCRIMINATORY COVERAGE TESTS 


Any new test based upon such factors as unified control, sales volume, or num- 
ber of employees necessarily discriminates against those required to pay the 
prescribed minimum hourly rate and overtime. It is obviously unfair, for 
example, to require a dry cleaner with annual sales of $501,000 to pay higher 
rates than his local competitor with sales. of but $495,000. Similarly, if an 
employer is covered because he has 100 employees, he would be at a disadvantage 
if his competitor with 99 employees is permitted to operate without paying 
minimum-wage rates. This point is so obvious, we submit, as not to require 
more extended discussion. 


COLLECTIVE-BARGAINING AGREEMENTS PROVIDE FOR SUBMINIMUMS 


The research director for the Laundry Workers’ International Union, AFL— 
CIO, has testified before the subcommittee that his union represents 93,000 em- 
ployees in the laundry and drycleaning industry and that a recent union survey 
indicates that about 25 percent of these organized workers are paid less than the 
minimum wage.’ We assume that these wage rates were negotiated and accepted 
by the union und are embodied in collective-bargaining contracts. 

Is the Government to step in and order wage rates in excess of what this union 
has accepted and the parties have agreed upon? 

Should the Congress, in effect, cancel these wage agreements, arrived at in 
collective bargaining, by substituting statutory wage increases? 

Furthermore, should the Congress assume that the AFL-CIO needs—or should 
have—help by the Federal Government in obtaining a proper minimum wage 
for its members? Quite the contrary is the case. 

We respectfully submit that such rates represent the maximum that can 
reasonably be paid under all of the relevant circumstances in the various plants 
and localities involved and that the Congress should not interfere by statute 
with such privately negotiated collective bargaining agreements. 


SUMMARY 


To briefly summarize our position: We oppose any change in the present 
13 (a) (3) exemption of dry cleaners for the following reasons: 

1, The sponsors of such legislation have failed to satisfy their fair burden of 
demonstrating full justification in support of the need for any change. 

2. Narrowing or eliminating the dry-cleaning exemption would curtail 
employment in our industry. 

8. Any exemption test based on such factors as unified operation, sales or 
purchases volume, or number of employees would be manifestly discriminatory. 


5 Quoted from headnote, Modern Linen and Laundry Service, 35 LRRM 1224: 110 NLRB 
201. December 10, 1954. 
® See statement of Herbert S. Shockney. 
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4. The present retail and service establishment exemptions of the Fair Labor 
Standards Act (including the dry-cleaning exemption) have been on the books 
for nearly 8 years. As a result of administrative interpretation, enforcement, 
and court decisions, they are well understood. They are now readily applied 
by members of the industry. But new recommendations for legislative changes 
would once again impose on this frequently unsettled legal area entirely new 
and uncertain conceptions, standards, and principles. They cannot fail to foster 
much new uncertainty and confusion for the small businesses to which they would 
apply. 

5. The Congress should not, in effect, cancel collective-bargaining agreements 
covering 25 percent of the membership of the Laundry Workers’ Union by legis- 
lating an increase in the wage rates agreed to by the parties. 





STATEMENT OF THE NATIONAL LICENSED BEVERAGE ASSOCIATION RE PROPOSED 
AMENDMENTS TO THE F'arR LABoR STANDARDS ACT 


Mr. Chairman and gentlemen of the committee, my name is Joseph M. Treacy. 
I live in Indianapolis, Ind., where I own and operate a retail establishment 
selling food and beverages for consumption on the premises. I appear here as 
chairman of the legislative committee of the National Licensed Beverage Asso- 
ciation. Our membership is composed of the proprietors of taverns, restaurants, 
bar-cafes, and small, independently owned hotels in 29 States and the District 
of Columbia. Appended to my statement is a list of the local and State associa- 
tions affiliated with the National Licensed Beverage Association. 

It is my purpose in appearing here today to call the attention of the committee 
to the fact that the onpremise food and beverage industry has some unique 
characteristics which make the retail exemption in the Fair Labor Standards 
Act important to us. In the first place, the retail esablishments which we 
operate are essentially local in character, and we, therefore, fear the eflect of any 
nationwide regulation, or yardstick, whether it is applied to all or to only a 
few of the larger operations. We are the most regulated retail industry in the 
country today. In our work of preparing food and beverages for consumption 
on the premises State and local authorities license the very existence of our estab- 
lishments: State and local health agencies prescribe rules and inspect our prem- 
ises to maintain proper health standards; and a great many of the States provide 
rules and regulations covering hours of work and minimum wuges for at least a 
part of our employees. 

Even though we may be the most regulated industry, the regulations under 
which we operate apply indiscriminately to all, regardless of size. We do not 
have one set of regulations for the large establishments and another for the 
smaller ones. The present test for the application of the regulations under 
which we operate is the type of business rather than the size. We are, therefore, 
apprehensive of legislation which, on the theory that our business affects com- 
merce, would subject our operations to Federal regulation, even though a fur- 
ther exemption for the smaller establishments might be included. 

We believe Federal regulation of wages and hours in our industry would be 
disruptive in its application by reason of the existing variation in wage levels 
from State to State and from locality to locality within a State. The variations 
do not, however, indicate substandard wages in any area, because there is very 
little variation in the relationship between these several rates and the cost 
of living levels in the communities where the rates prevail. This illustrates, we 
believe, the advantage of systems of local control in the wage-and-hour field 
for our industry. Where there is need for regulation the States have acted, or 
will act, to accomplish regulation locally. 

Dealing with eating and drinking establishments on a uniform basis through- 
out the country is further complicated by the fact that we do not entirely com- 
pensate our employees with wages. All of our employees by their contract of 
employment are entitled to at least 1 meal a day and very aften 2. Many of 
them are furnished uniforms and laundry, and the service employees obtain 
gratuities and tips in the regular course of their employment. In the resort areas 
employees are very often furnished with lodging also. This system, which has 
grown up over the years, has adapted itself to regulation provided by State 
minimum-wage laws, and the State regulatory boards have taken these facts into 
consideration in establishing wage rates. 

The fact that our business has peak periods at regular mealtimes and in 


ld 


MINIMUM WAGE PROTECTION 1095 


some cases during evening entertainment periods means that the problem of 
split shifts has some effect upon wage rates. Generally, where a split shift is 
worked there is a daily minimum wage as well as an hourly minimum. 

We have noted with interest statistical material previously furnished the com- 
mittee by the Department of Labor in which various studies of retail employ- 
ment were reported. Throughout this material the various charts and sum- 
maries report facts on various industries including retail trade. It is interest- 
ing to note that in covering retail trade there is usually an exception for eat- 
ing and drinking places. Such exceptions in statistical reporting are due, of 
course, to the great variation in conditions in the industry from area to area and 
the difficulty of compilation of facts concerning the perquisites mentioned 
above. If these variations make statistical reporting so difficult, one can imagine 
the difficulty of compilation of facts concerning the perquisites mentioned 
out the country. 

We are informed that the current study being made by the Department of 
Labor on wage levels in the retail industries will not cover the situation as re- 
gards eating and drinking establishments. We understand our industry is not 
being included because there can be no exact or approximate measurement of 
earnings due to the perquisites which I have just mentioned, and because through- 
out the country we operate under a variety of minimum-wage laws in the differ- 
ent States. We believe this shows that our industry is not reasonably susceptible 
to countrywide standardization. 

We assume from the language of some of the bills introduced thus far that 
some proponents for change in the present exemption believe it reasonable to 
adopt a classification for application of the act based on the cost of goods 
sold, or on the gross revenues from the business. Any dollar yardstick in our 
industry would result in inequity of application due to the high-rated commod- 
ity we sell. In 15 States it is possible for a restaurant or tavern operator to 
make sales of beverages by the package for consumption off the premises. In 
those States, many retailers have, in connection with their on-premise food 
and beverage business, a so-called package-store operation. The commodity they 
sell has a sales price that is over one-half tax. A survey made by Licensed 
Beverage Industries, Inc., of retail price and excise taxes in the 29 license 
States indicates that on the average 56 percent of the retail sales price of distilled 
spirits is Federal, State, and local tax. This means that applying a coverage 
yardstick of $500,000 total annual volume of sales to package retailers of alco- 
holic beverages would in fact include those with a real volume of sales of just 
over $200,000. The same would be true of any other retailers whose sales 
prices contained a high proportion of tax. 

Finally, we submit that the wages in our industry are not substandard but 
have kept pace with the cost of living in the communities where the wages are 
paid, As mentioned earlier, neither we nor the committee will have the benefit 
of a study of prevailing wages in our industry, since the Labor Department did 
not think it feasible to include eating and drinking places in the current study 
they are making. We, as businessmen, do not have the facilities nor the money 
to conduct such an extensive survey, but we do have information which shows 
that our labor costs have increased 56 percent since 1948. I have attached 
to my statement the tabulation of a survey made by Gelrod, Fox & Co., of Phila- 
delphia, which compares 1956 with 1948 and shows that in a typical tavern 
operation all overhead cost items have increased by an average of 38 percent, 
but that payroll and payroll taxes together have increased 56 percent. 

The tremendous increase in our labor costs over the past 8 years brings us 
to another of our objectives to a dollar yardstick for the application of Federal 
regulation. In our business, success or failure depends upon the individual 
ability of the proprietor to prepare and serve food and beverages in a manner 
that will attract patronage. To furnish the best possible service in the most 
congenial surroundings he must have a superior type of employee. To get those 
employees he must depend upon the local labor market and pay the wages and 
perquisites paid by other users of labor in that market. The application of the 
law to the larger operations in an area will therefore have an effect upon all 
users of labor in our industry. We invite your attention again to the Gelrod, 
Fox & Co. survey, wherein it is shown that while labor costs have climbed 56 
percent in the past 8 years, proprietors’ drawings and profits have declined 44 
percent. 

This decline means, as the survey indicates, that if the proprietor’s return 


, from his business were considered as wages for the hours he must devote to 


the business, he would be earning substantially less per hour than the bartenders 
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he employs and would be receiving nothing as a return upon his capital invest- 
ment. 


































































We realize that the attached summary is in a form that cannot be reproduced so 
readily in the record, but we did believe the members of the committee would ec 
be interested in seeing a copy of it. The survey itself was made in the Phila- op 
delphia area, but we have made spot checks in other States and find the percent. in 
ages to be typical. ou 

We submit, therefore, that the on-premise food and beverage retail industry 19 
needs a continuance of the present exemption; that any of the proposals sub- of 
mitted thus far would be indefinite and difficult for the businessman to apply; 
and, further, our increasing labor costs over the past several years show a Ay 
responsiveness to increasing living costs and that no Federal regulation igs 
necessary. ne 

AFFILIATES OF NATIONAL LICENSED BEVERAGE ASSOCIATION St 
Arizona Retail Licensed Beverage Association, Inc. , ha 
California Licensed Beverage Association in 
California Tavern Association 
Colorado Licensed Beverage Association “ 
Connecticut Restaurant Association, Inc. om 
Idaho Licensed Beverage Association tC 
Chicago Tavern Owners Association = 
Licensed Beverage Association of Illinois o 
Indiana Licensed Beverage Associaticn, Ine. ea 
Hawkeye National Beverage Association, Inc. (Iowa) x 
Campbell County Cafe Owners Protective Association (Kentucky ) - 
Maryland State Licensed Beverage Association, Inc. : 
Massachusetts Retail Liquor Dealers Board of Trade a 
Michigan Table-top Licensees’ Congress ; 
Minnesota Licensed Liquor Retailers, Inc. e 
On-Sale Liquor Dealers of Minneapolis, Inc. in 
St. Paul On-Sale Liquor Dealers Association th 
Montana Licensed Beverage Association 
Nebraska Licensed Beverage Association 
Nevada Licensed Beverage Association 
United Tavern Owners Association of New Jersey 
New Mexico Retail Licensed Beverage Association de 
State Restaurant Liquor Dealers Association of New York, Inc. pI 
Associated Tavern Owners of Brooklyn, Inc. (New York) as 
North Dakota Beverage Dealers Association ol 
Buckeye Retail Liquor Dealers Association (Ohio) ac 
Oregon Licensed Beverage Association ti 
Pennsylvania Tavern Association m 
United Tavern Owners of Philadelphia 
Rhode Island Retail Liquor Dealers Association, Inc. ni 
South Dakota Retail Liquor Dealers Association de 
Associated Tavern Owners of Utah 
Restaurant Beverage Association of Washington, D. C. in 
Washington State Licensed Beverage Association, Inc. 
Wisconsin Tavern Keepers Association, Inc. pI 
Tavern League of Wisconsin, Inc. in 
Wyoming State Liquor Dealers Association, Inc. a 
Ww 
t 
STATEMENT OF THE NATIONAL METAL TRADES ASSOCIATION RE: PROPOSALS TO “ 
INCREASE THE MINIMUM WAGE AND EXTEND THE WaGE-Hour Act 
To the Subcommittee on Labor of the Committee on Labor and Public Welfare, wn 
United States Senate; and the Subcommittee on Labor Standards of the ir 
Committee on Education cond Lebor, ( nitecd States House of Representa- « 
tives: 
The National Metal Trades Association is an organization of employers en- n 


gaged in manufacturing, principally in the metalworking industry, and consists 
largely of small- and medium-sized businesses. Our national offices are located 
in Chicago. 
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It should be noted at the outset that our members fully recognize—as do 
employers in general—that the payment of the highest wages consistent with 
sound business management is not only desirable as a matter of national 
economics; it is essential to efficient business operations. However, we are 
opposed to Government-dictated wage increases whether accomplished by amend- 
ing the Wage-Hour Act or by other types of governmental intervention. Since 
our position in this matter is set forth in the committee’s hearings published in 
1956 (p. 1226) we are confining this statement to the following brief summary 
of our views: 


An increase in the minimum wage would creaie inequities 


Perhaps the most common union argument for wage increases is that they are 
necessary to eliminate wage inequities between employees. The existence of 
such inequities was an established basis for increases allowed by the Wage 
Stabilization Board. It is now generally conceded—in fact, the administration 
has admitted that minimum wage increases cause both direct and indirect wage 
increases.* Such a result can be very simply demonstrated : 

Let us assume that certain unskilled or low-production employees in a given 
company work 45 hours per week at the FLSA minimum of $47.50. Let us also 
assume that other somewhat better qualified or more productive employees in 
the next bracket are paid $59.38 per week by the same employer for the same 
working time. Despite such a differential based on skill or production, an in- 
crease to $1.25 would put both men on exactly the same wage level. In such 
cases would the purpose of these bills—to create fair labor standards—be 
accomplished? Since this would provide a wage increase for the lower bracket 
employee, would not an increase be in order for his more productive or higher 
skilled fellow worker—and on up throughout the wage scale? 

While the language of the law merely guarantees payment of minimum wages, 
universal experience demonstrates that this is only the first result. Inevitably, 
proportionate increases must be made in all grades above the minimum. Sound 
industrial relations requires these adjustments; and, indeed, if compensatory 
increases were not made to higher paid employees, the declared purpose of 
the whole program—namely, elimination of wage inequities, would be defeated. 


THE PROPOSED WAGE INCREASES WOULD BE INFLATIONARY 


The cost of living is at an alltime high. As recently pointed out by the Presi- 
dent, the Government is attempting to reduce upward pressures on wages and 
prices and other inflationary forces so as to preserve such dollar stabilization 
as has been accomplished. In testifying before a House Labor Subcommittee 
on current proposals to extend the minimum wage, Secretary Mitchell himself 
admits that the farther you spread it (coverage) the farther you get to infla- 
tionary trends. Yet the administration recommends an extension of the mini- 
mum wage to cover about 2,500,000 additional employees. 

Both the extension of coverage—whether by including more workers or by 
narrowing exemptions, or both—and an increase in the minimum wage are 
definitely inflationary. 

An increase in the minimum wage will necessarily result in proportionate 
increases to higher paid employees. 

The effect of an increase in minimum wages on the wage structure of em- 
ployers will not be limited to those employers who are directly affected by the 
increase. It will extend to all employers. The natural psychological effect of 
a Government-sanctioned wage increase is to stimulate a wave of demands for 
wage increases by employees generally. 

Such increased wage costs will inevitably result in higher prices because of 
the impracticability in most cases of the employer absorbing the increased 
costs. 

The argument that many employers could and would absorb the increased 
costs flowing from increased wages, is highly theoretical. 

American enterprise is highly competitive. Competition between employers 
in the same line is only one form of competition. Even there the limits of 
cost absorption are not capable of indefinite expansion. 

But competition between industries and between products is a common phe- 
nomenon of our business system. When the cost of one product is arbitrarily 


1In discussing an increase in 1955 the President’s Economic Report stated that some 
employees receiving more than the minimum rate would probably be increased ‘‘to preserve 
customary differentials.” 
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increased, the public can usually, and often does, turn to a substitute produet, 
This is readily seen in certain industries, such as fuel, where gas and vil have 
taken much of the market formerly served by coal. But this example, though 
more commonly recognized, is only one of thousands. There are few products 
so unique that substitutes cannot readily be adopted or developed. 


GOVERN MENT-ORDERED WAGE INCREASES ARE 





BASICALLY UNSOUND 





In his recent economic report to the Congress the President stated that: 
“Of particular importance in a prosperous economy is the responsibility of 
leaders of business and labor to reach agreements on wages and other labor 
benefits that are consistent with productivity prospects and with the mainte- 
nance of a stable dollar.’ [Italic added.] 

But wage increases, if accomplished by amending the Wage-Hour Act, would 
not be conditioned upon increased productivity. They would not reward skill 
or effort. They would not result from free collective bargaining. Such increases 
would be purely arbitrary. A Government-ordered wage increase need not be 
earned: it js claimed as a matter of right under the law. The employee is not 
required to render anything (by way of productivity or otherwise) to his em- 
ployer for such an increase. And it is our view that the basic principle is the 
same whether a wage increase is dictated by legislation or by governmental 
intervention in private wage negotiations. We cannot reconcile proposals for 
statutory wage increases (for covered or uncovered employees) with the Presi- 
dent’s call for cooperation to keep wage increases consistent with productivity 
prospects. 

For the reasons set forth above, the National Metal Trades Association respect- 
fully submits that proposals to legislate an increase in wages by extending the 
lair Labor Standards Act, by narrowing exemptions, or by increasing the rates 
thereunder, should not be enacted. 

NATIONAL METAL TRADES ASSOCIATION. 
By GeonvE J. Eari, Commissioncr. 





STATEMENT By PETER W. JANSS, EXECUTIVE SECRETARY, NATIONAL MINERAL FEEDS 
ASSOCIATION, INc., DEs MorngEs, Iowa 


The undersigned, Peter W. Janss, is executive secretary of the National Mineral 
Feeds Association, Inc., having its headquarters at 212 Equitable Building, Des 
Moines, Iowa. 

This appearance before the Labor Subcommittee of the Senate Labor and 
Welfare Committee of the 85th Congress is undertaken to register earnest oppo- 
sition against both committee approval or the passage by Congress of any of the 
several bills now before the committee which seek to amend section 13 (a) (1) 
of the Fair Labor Standards Act (sec. 213, title 29, U. S. C. A.), relating to the 
exemption of employees in bona fide executive, administrative capacities or 
in the capacity of an outside salesman from the provisions of said Fair Labor 
Standards Act. 

The National Mineral Feeds Association is a corporation not for pecuniary 
profit performing services usually offered by a trade association and is supported 
by some 110 companies. The great majority of these companies merchandise 
commercial feeding stuffs for livestock and poultry by direct sales thereof to 
the feeder on the farm. Most of the companies represented by this association 
originally sold mineral feeds for livestock and poultry, but at the present time 
their line of merchandise has expanded to cover a full line of protein, vitamin, 
and mineral supplements; and some are now proposing the marketing of what 
is known as complete ration feeds by the same method of distribution. This 
association does not represent directly all companies marketing commercial feed- 
ing stuffs by means of direct selling mechanisms to the customer-feeder nor does 
it represent all the many companies who are otherwise engaged in selling com- 
mercial feeding stuffs through different means of sales distribution. 


I. OUTSIDE SALESMEN EXEMPTION 


While this association represents some of the major feed companies distribut- 
ing by direct sales, it must be understood that the practice of selling feeds 
direct to customer feeders extends through the whole feed industry in varying 
degrees. Recent studies indicate that an increasing number of feed companies, 
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poth small and large, and manufacturing all kinds of commercial feeding stuffs, 
are now beginning to employ the direct selling mechanism. Farmers in the great 
Corn Belt more and more demand service on the farm. They are businessmen 
possessing a substantial investment in the land, machinery and livestock they 
operate. Their weekly feed purchases are of a kind and volume to attract per- 
sonal service on the farm. With the increasing advent of vitamins, antibiotics, 
drugs, hormones and special growth-promoting substances incorporated into the 
feeds they buy, more and more technical service on the farm is required in order 
to properly use such feeds. All this impels feed companies into direct selling 
as a method for servicing their customers. 

The ranchers of the Southwest, again because of their investment and size of 
their business, demand and receive the services afforded by direct sellers. On 
the east coast and on the west coast where livestock production in recent years 
has been singularly concentrated in large establishments the customer rightly 
demands and receives personal services on the farm. Poultry raisers particu- 
larly, with their large broiler houses, laying houses and hatcheries, no longer 
go to the feedstore and buy their materials off the shelf. The feed salesman— 
and sometimes a whole battery of nutrition experts—serve these customers on 
their respective premises. These “needs increasingly compel use of the direct 
selling mechanism in one form or another and all these companies, of necessity, 
are or will be involved with the same problems hereinbefore described. 

The industrial and geographical magnitude of this inquiry is aptly illustrated 
by the fact that in Iowa the feed industry is the third largest enterprise in dollar 
yolume. While we cannot accurately portray similar statistics in other States 
we are confident that the whole Corn Belt would, upon investigation, find a 
similar statistical consequence. 

Some of these companies possess an extensive direct sales organization which 
purveys livestock feeds to farmer-feeders in every State of the Union. Other 
companies have built similar sales organizations within a more limited geo- 
graphical territory but practically all of the companies represented by this asso- 
ciation and a great many other feed companies are increasingly utilizing direct 
selling mechanisms to service and satisfy the needs of livestock feeders through- 
out the Nation in their salutary effort to provide animal protein needs for our 
citizenry. 

Thousands upon thousands of men are employed as direct salesmen of these 
commercial feeds and all of them are “outside salesmen” within the present mean- 
ing of section 13 (a) (1) of the Fair Labor Standards Act. 

Some of these men are full-time salesmen, long schooled in direct selling and 
are capable of earning substantial commissions easily in excess of the minimum 
salary levels prescribed by the regulation, but many others are retired farmers, 
young men going to school, or men who operate during their “off season of 
other regular employment. It is impossible to undertake control of the hours 
of work of these men and practically all of them exercise complete personal 
control over the time and the manner in which they perform their work. Some 
will work very hard for a week and then do nothing for a succeeding week, 
others will work when they feel like it, and many of the older employees will 
not leave their residence during bad weather. Moreover practically all of these 
employees have no desire for a minimum hourly wage and certainly they do not 
want any semblance of control exercised over their hours of work. They want 
to work when they feel like it and they want to earn the commissions their 
sales work will produce. Conversely, if the feed companies were compelled to 
underwrite the payment of an hourly wage with potential overtime to these out- 
side salesmen, the consequence would immediately impel rigid selection against 
many of these salesmen. The company could not retain anyone whose previous 
commission record did not clearly exceed weekly earnings computed at the 
minimum hourly wage on a variable workweek principle. Also, under the cir- 
cumstances, a company would be compelled to assume that such a salesman might 
well contend that he had worked 60 and more hours a week under his em- 
ployment. This consequence would result in the discharge of many thousands of 
existing feed salesmen and would substantially inhibit the service presently 
given to livestock feeders and inevitably increase the cost of the feed to such 
feeders. 

The industrial and geographical magnitude of this inquiry is aptly illustrated 
by the fact that in Iowa the feed industry is the third largest enterprise in 
dollar volume. While we cannot accurately portray similar statistics in other 
States we are confident that the whole Corn Belt would, upon investigation, tind 
a similar statistical consequence. 
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Any dislocation, either industrially or geographically, of the industry which 
performs this extensive and vital service to the agriculture of America remains 
of prime importance to our whole economy. We can, and do, confidently predict 
that any ruling or law which artificially increases the cost of distributing feed 
products and which will tend to mitigate against free competition in this already 
highly competitive field, can and will peculiarly result in added cost to the 
farmer-feeder whose present serious economic condition already commands 
the constant consideration of the best political and business economists of the 
Nation. 

On page 3 of the Senate committee report which accompanied Senate bill 
2475 (1937), President Roosevelt is reported to have said: 

“Even in the treatment of national problems there are geographical and 
industrial diversities which practical statesmanship cannot wholly ignore. 

“As we move resolutely to extend the frontiers of social progress we must 
be guided by practical reason and not by barren formulas.” 

While we may describe in detail the many, many adverse consequences to 
our economy which would flow from the passage of these particular bills and 
could delineate to the committee the myriad circumstances under which both 
the employee and the employer would measurably suffer by reason of the imposi- 
tion of minimum wages and hours upon outside salesmen we here summarize 
our remarks in opposition to these bills by stating that: 

1. Outside salesmen, by the very nature of their employment, are not 
susceptible to control as to hours worked and any limitation placed upon 
them pertaining to the time and place they are privileged to exercise their talents 
as salesmen will inevitably mitigate against the best interests of the employee 
himself. 

2. The bill would make it impossible for the Administrator or anyone else to 
write a regulation which would equitably and effectively define when such an 
outside salecsman’s efforts on behalf of his employer ended on 9 particular day 
when they took on the aspects of personal enterprise. 

3. An outside salesman cannot maintain standard hours of employment for 
he can work at any time during the day or night and on weekends. His is the 
particular “touch” which accomplishes a sale and it may take him a minute or 
many days. 

4. Restriction of hours and establishment of minimum hourly rates of pay 
for an outside salesman will inherently and inevitably curtail the sales efficiency 
of the whole American business economy; first by artificially restricting the 
salesman in his efforts or conversely, by restricting the number of such salesmen 
which an employer may economically employ and second, by unnecessarily and 
artificially increasing the cost of distribution of commerce to the consumer. 

5. The number of people which would be affected by the deletion of the outside 
salesmen exemption is such that in our opinion the whole economy of our Nation 
would be substantially and adversely disorganized and dislocated. 

6. Deletion of the outside salesman exemption would not provide cognizable 
benefits to people of the United States and will be resisted by the great majority 
of outside salesmen themselves because they do not want restriction of their 
activities in any respect and second, many of them would know that guaranteed 
minimum salaries would necessitate either their discharge or transfer of 
employment. 

II. EXECUTIVE AND ADMINISTRATIVE EMPLOYEES 


We also here respectfully submit that the many bills seeking to fix a statutory 
minimum salary for executive and administrative employees higher than that 
presently established by the rules and regulations of the wage and hour Admin- 
istrator will, if passed, have peculiar and particular adverse effect upon busi- 
nesses engaged in selling their merchandise through direct selling mechanisms 
and will disorganize and dislocate a substantial segment of our American 
economy. 

Concisely stated, it is a position of this association that increased minimum 
salary levels for executive or administrative employees so engaged: 

1. Will substantially reduce employment honestly desired by active, energetic 
aspirants to better their economic condition through independent action sparked 
by individual incentive; 

2. Will seriously disrupt standard patterns of sales promotion long indulged 
in by many small concerns in the feed business whose previous operation in such 
respect has been devoid of criticism and earnestly supported by its sales em- 
ployees ; 
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3. Will have the effect of actually driving into bankruptcy or liquidation a 
great many of such concerns; 

4. Will cause geographical and industrial diversities in the commercial feed 
business tending to produce serious economic dislocations, and 

5. That the employees herein discussed should, in any event, be exempted from 
the act as outside salesmen. 

Practically all of the companies selling feeds direct to the customer-feeder 
employ two kinds of administrative and executive employees. The first category 
are employed and perform their work entirely upon the actual premises of the 
manufacturing plant or plants owned by the particular concern and are here- 
inafter referred to as inside employees. The second category are employed and 
perform their work at no particular site and are engaged both in the recruitment 
and supervision of other direct selling personnel and in the actual work of 
selling the products themselves and are hereinafter referred to as outside em- 
ployees. 

Such outside employees have previously been employed under varying con- 
tract arrangements designed to suit the particular needs of the particular com- 
pany in marketing their several feed products through direct sales. But by 
far the greater number operate under contracts providing straight commissions— 
plus overriding commissions. Personnel are recruited by sales managers and 
where necessary are given special training at home office expense and then 
assigned to a particular geographical territory with purpose to introduce or 
expand the sales of the company’s products in that territory initially by their 
own efforts and in due course by appointing, training and supervising other 
part-time or full-time salesmen who are, in turn, usually given either all or a 
great part of the straight commission afforded the particular administrative or 
executive employee with the company. 

These companies will also appoint State sales managers who will supervise 
district managers who, in turn, sometimes supervise county managers. Under 
the county managers are commissioned salesmen performing only outside saies 
work. The larger of these companies will generally have a well-integrated terri- 
torial sales structure following geographical lines above indicated. A great 
many of the medium-sized or smaller companies will, perforce of circumstance, 
bypass or avoid the appointment of a so-called State sales manager and will 
enter a new territory with appointment only of a district manager who may 
have one or more counties or sometimes will bypass both a State and district 
manager and appoint only a manager having a territory coextensive with a 
single county. In quite a few instances the smaller companies will find a man 
in a given territory and assign him only a few townships in a county with 
authority to appoint subsalesmen under him. Again, depending upon circum- 
stances a company will appoint a so-called State manager who, in turn, will 
actually work only a county within that State. The smalier companies attempt 
to expand their sales territory by finding men who wiil represent them in terri- 
tories of varying size anywhere within a radius conducive to an economical 
distribution of their products. It follows that we find a wide variety of sales 
employees in these companies who will perform executive or administrative 
duties with reference to subsalesmen in widely varying degrees which do not 
accurately fall within the typical sales title which has been assigned to the 
particular individual. Tor the most part any guaranteed minimum weekly 
salary to this type of manager imposed by the regulations of the Fair Labor 
Standards Act has no economic relationship to the work these men perform and 
the effect of a statutory imposition of these guaranteed minimum weekly salaries 
compels the company to decide whether a particular man possesses a prior 
commission earning record or has a potential commission earning record suf- 
ficient to justify an artificial guaranteed minimum weekly salary, failing which, 
the company is impelled to either discharge the man or reclassify him to a mere 
outside salesman. 

Again some of these employees are full-time salesmen long schooled in direct 
selling and are capable of earning substantial commissions easily in excess of 
the minimum salary levels prescribed by the regulation, but many others are 
retired farmers, young men going to school, or men who operate during their 
“off” season of other regular employment. It is impossible to undertake control 
of the hours of work of these men and practically all of them exercise complete 
personal control over the time and the manner in which they perform their work. 
Some will work very hard for a week and then do nothing for a succeeding week. 
others will work when they feel like it, and many of the older employees will 
not leave their residence during bad weather. Others will spend sufficient time 
89646—57——71 
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to employ subsalesmen and then do very little in their own behalf. Notwith- 
standing the varied idiosyncrasies of operation, the method has been found 
successful for distribution of products to the farmer by means of direct sales, 

A great many of these men being part time or semiretired will not earn ijn 
commissions averaging either $55 or $75 a week and certainly most of them 
will not earn such amounts in every workweek. There are, of course, others 
who are full-time workmen possessing a record of commission sales quite suf- 
ficient to justify guaranteed minimums and who have inner compulsions to work 
regularly to improve compensation over so-called guaraateed minimums. But 
by far the greater share would be contrarily impelled if they were guaranteed 
minimum weekly wages. Practically all incentive for working would be lost, 
The scheme of distribution would be essentially destroyed. The problem is of 
sufficient seriousness that a great many of the companies now distributing their 
products by this method would be forced to liquidate or otherwise go out of 
business if guaranteed minimum salary levels for administrative and executive 
employees were raised. 

We here seek to describe an industrial area affecting wide geographical con- 
sequences wherein the application of higher minimum salary levels to admin- 
istrative and executive employees simply does not work to the benefit of social 
progress or the welfare of the people or any substantial part thereof, and wherein 
the particular demands and needs of a substantially important segment of our 
economy requires the preservation of a sales mechanism which has long been 
tested in practice and operation, and which now seems destined to provide an 
increasingly needed service to agriculture. 

We here file no particular brief for a particular minimum salary level for 
inside executive or administrative employees in the feed business except to po‘nt 
out that in the industry we here partially represent a great many of the mann- 
facturing plants are located in small communities where beginning salary levels 
do not reach $55 and $75 a week respectively. Any increase in such minimum 
weekly salary levels will have different social consequences than an increase in 
the minimum hourly rate, because administrative and executive employees are 
not and cannot be assigned routine repetitive tasks and success in a given em- 
ployment depends upon individual initiative, incentive, personality and individual 
acumen. Upon initial employment no employer can successfully tell whether a 
particular executive employee will measure to the needs of the position. Most of 
them are hired on probation with careful and constant evaluation of their per- 
formance by superiors. If they are found worthy the minimum salary levels 
are usually exceeded early in the tenure of their employment. But to require 
starting salaries at an impractical rate mitigates against the whole purpose of 
training and creating competent executive and administrative employees. A 
higher rate tends to create economic satisfaction in the mind of the employee 
and certainly reduces the incentive needed to produce that peculiar initiative 
necessary in modern business. To begin such an employee on an hourly rate 
also defeats this essential social purpose, because executive duties simply do not 
follow standard clocked time patterns. To a lesser extent, but still significant, 
beginning administrative employees are in the same category. They must be free 
to exercise their talents in aid of their individual economic progress. They must 
be free to serve their employers both in and outside of office hours. 

Industry thus needs a beginning salary low enough to invite an employer 
into experimenting with young and promising men—to take a chance in per- 
mitting a man to prove himself without immediate costly consequences to his 
employer. The existing minimum salary levels administratively determined by 
the Wage and Hour Division work fairly well in these respects except in small 
businesses and we suggest that any increased minimums will seriously mitigate 
against the welfare of small business generally. 

This association on the other hand herewith earnestly requests your deter- 
mination against raising minimum salary levels for outside executive and ad- 
ministrative employees working in the feed industry. For all the reasons obvi- 
ously inherent in the factual practices of the feed industry in marketing their 
products to the farmers of this Nation we seriously urge that increased salary 
levels for personnel who appoint, train, and supervise direct salesmen in the field 
will further and disastrously disrupt an industry sales practice already in diffi- 
culty because of the peculiar impact of existing wage and hour regulations. We 
can confidently predict that increased salary minimums will definitely and cer- 
tainly result in either decreased sales of commercial feedingstuffs in a large 
segment of the industry or will artificially increase the cost of such sales dis- 
tribution to a large segment of the livestock feeders of the Nation. 
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Application of the Fair Labor Standards Act and the present regulations per- 
taining thereto cannot be effectively or equitably applied to outside salesman 
in any category and this result has been previously recognized by the specific 
exemption of such personnel in the regulation. In this section of this presentation 
we deal with personnel who in sales practices, hours of work, record keeping, ad- 
ministrative control, and in practically all other respects operate under econdi- 
tions which have heretofore impelled the exemption of outside salesmen. The 
only discernible difference lies in the fact that these particular employees do 
appoint, train, and supervise in varying degrees other commission salesmen and 
thus technically fall within the regulatory definition of an administrative or 
executive employee. But these administrative services are still performed out- 
side and away from any control of the employer and at times which cannot be 
conformed to any regular workweek and under circumstances wholly without 
any reasonable concept of the area of American employment designed to be 
stabilized by the Fair Labor Standards Act. 

There is simply no practical way to place these many thousands of executive 
and administrative employees under the control demanded by the Fair Labor 
Standards Act. And any attempt to do so would serve no discernible social 
benefit to the American economy but would conversely disrupt and dislocate 
needed sales mechanisms for a great industry and substantially deter and per- 
haps eliminate employment of many men now desiring to gainfully utilize their 
time in needed services to people. To further tamper with these sales practices 
as suggested can only militate against that singular attribute of American busi- 
ness known as individual incentive. These men are commission salesmen and 
they hire, train, and supervise for compensation derived from the volume of 
sales they and their men produce. They desire to work under those conditions 
and are without administrative control in the handling of their sales practices. 
They are both confused and impatient with artificially imposed restrictions 
which merely result in particular employment classifications, with attendant 
artificial rules, wholly unrelated to the central purpose of their activity. These 
men merely want to sell as much as they can and take what commissions inure 
from their efforts. This is not an area of slave labor nor are the men imposed 
upon by harsh employment practices. They are completely free to do as they 
please and they are largely measured only by the amount of sales they produce. 

For all the reasons above set out, we earnestly urge the subcommittee of the 
Senate Committee on Labor and Public Welfare having charge of hearings to 
disapprove all bills which seek to amend section 13 (a) (1) of the Fair Labor 
Standards Act and that the same is not favorably reported to the Senate of the 
United States of the 85th Congress for action. 


CONCLUSION 


For all the reasons hereinbefore set out and on behalf of the commercial 
feedingstuffs industry as well as the many other active segments of our economy 
which indulge in commercial selling mechanisms for distribution of merchandise, 
we respectfully and earnestly solicit your disapproval of any legislation which 
will alter or destroy the outside salesman exemption presently found in the 
Fair Labor Standards Act or which will fix a minimum salary level for exemp- 
tion of executive or administrative employees higher than that now promuigated 
by regulation of the Wage and Hour Administrator. 

Your courtesy and consideration in permitting us to file this statement of our 
views impel this expression of our appreciation and thanks. 


SMETHURST & HASLAM, 
Washington, D. C., March 20, 1957. 
Hon. JOHN F. KENNEDY, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

DEAR SENATOR KENNEDY: This letter is written on behalf of the National Sta- 
tionery and Office Equipment Association, having among its members approxi- 
mately 2,000 office equipment and office supply retail dealers and some 500 manu- 
facturers of office equipment and supply items. The member dealers of this 
association are located in every part of the United States. 

As your committee is aware, office equipment and supply dealers furnish the 
business offices of the Nation with those essential supplies and equipment enabling 
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them to function. The very nature of their business requires them to operate 
their stores and to employ many of their workers over longer periods of time 
each week than is the case in respect to many other employments. 

In recogniton of these facts as they relate to these and other retailers, the 
Congress has been consistent in providing exemption from the Fair Labor Stand- 
ards Act, as amended, for employees of a retail establishment. 

In so doing, the Congress recognized and gave appropriate attention to the 
practical realities of retailing. 

The reasons for the retail establishment exemption, initially provided by the 
Congress in 1938, and strengthened in 1949, are equally as strong today as they 
were in the years mentioned. While retailing may be found to “affect commerce” 
under a broad construction of this term, it must be realized that retail selling is 
strictly local in character and that the activity of employees in retailing is neces- 
sarily regulated by customer demands rather than by production schedules as is 
the case with most employees engaged in manufacture. Therefore, it is respect- 
fully submitted, the retail establishment exemption should be retained in its 
present form. 

Another matter entitled to most serious consideration by your committee 
involves proposals to extend coverage of the Wage-Hour Act to outside salesmen. 
Such employees are currently exempt from the wage and hour provisions for the 
very sound reasons (a@) that their working time cannot be and should not be 
controlled by their employers, and (0) their earnings are necessarily dependent 
on their individual efforts. 

Outside salesmen, of course, are employed by most manufacturing companies; 
and to a lesser extent by distributors. However, the problem is one of serious 
import to retail stationery and office equipment dealers because the character of 
their customers demands that major selling must be conducted at the offices of 
such customers. In this manner, dealers in this industry have outside sales- 
men problems of the same importance and magnitude as manufacturers using 
outside salesmen in the direct or dealer distribution of their products. 

Stated differently, the outside salesman problem of retail stationery and office 
equipment dealers is identical to that of all others in industry who use outside 
salesmen to sell their products or services. However, we cannot emphasize too 
strongly that the outside salesman problem is one of real consequence to stationery 
and office equipment dealers even though that is not the case in respect to most 
other segments of retailing. 

I. “Hours worked,” as applied to outside salesmen, cannot be determined. 

The typical salesman avails himself of every opportunity to sell his company 
and his product, regardless of when or where the opportunity presents itself. 
To him any business with whom he may come in contact at any hour of the day 
or night is a potential customer. Since outside salesmen, for the most part, 
enjoy associating with people, it is impossible to determine whether many of the 
contacts are for business or pleasure. 

II. The outside salesman’s hours cannot be practically established by his em- 
ployer. 

An outside salesman’s hours are governed primarily by the demands of his 
customers and the convenience of those customers. His major effort is to see 
the required number of customers whenever and wherever it is possible to see 
them. It is impractical and impossible to determine, in advance, the number of 
hours a salesman spends in contact with customers. 

IIf. The outside salesman’s contributions are judged, and he is paid, on the 
basis of resuits—not time. 

The outside salesman’s results are not measured by the number of hours he may 
spend away from home or with his customers but on his individual initiative for 
which he often may receive directly related remuneration. Any attempt to 
restrict him to certain hours because of overtime penalties placed on his employer 
would defeat the purpose of employing him as an outside salesman. He is judged 
and paid on the basis of results and volume of business produced. What 1 man 
may accomplish in 30 minutes under certain conditions may require 2 hours 
for him to accomplish under other conditions. 

IV. Reporting and policing of an outside salesman’s time is impossible. 

There are large differences in the amount of travel time an outside salesman 
requires in making the necessary number of calls or in spending the necessary 
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amount of time with his customers. Also there are very often sizable gaps in 
his workday due to waiting time and in arranging appointments. Outside 
salesmen work independently from direct supervision and thus would have to 
do their own reporting of hours worked, which makes it impossible to audit an 
account of their time. It would also be impossible to prove, in case of dispute, 
whether hours reported by a salesman had been understated or overstated. This 
could lead to unjust claims and costly and unjust lawsuits. 

We respectfully submit that any arrangement, law, or regulation placing out- 
side salesmen under the coverage of the Wage-Hour Act for purposes of either 
the minimum wage or maximum hour provisions, or both, would create chaotic 
conditions within industry. Certainly, no employer is in a position to trail each 
outside salesman in order to keep track of the number of hours he works. 
To compel such constant surveillance of outside selling would so increase such 
selling costs as to effectively prohibit this vitally important phase of distribu- 
tion. Further, the policing job imposed on the Department of Labor in checking 
compliance with the act as related to such outside selling as may be continued, 
we believe, would be impossible of performance under any reasonable Govern- 
ment budget. 

We are aware of the fact that your offices now have in official hearing records 
ample testimony containing examples and other factual data supporting the out- 
side salesman exemption. We do not wish to burden the records of this hearing 
with data repetitive of that now available to you. Nevertheless, we earnestly 
request that you reexamine all material available to you concerning outside 
selling and the outside salesman exemption. After doing so, we feel confident 
that the outside salesman exemption will be kept in effect by the Congress. 

It is requested that this letter be incorporated in and made a part of your 
current hearings record. 


STATEMENT OF RatpuH B. DEWEY, VICE PRESIDENT PACIFIC AMERICAN STEAMSHIP 
ASSOCIATION 


The Pacific American Steamship Association, composed of the major United 
States-flag ship operators on the Pacific Coast, takes this opportunity to express 
its opposition to those sections of 8S. 1267 wherein the Fair Labor Standards Act 
is amended, to eliminate the present exemptions of seamen from the minimum 
wage and maximum hours provisions of the act. This opposition is likewise 
offered on behalf of the Pacific Maritime Association, which organization serves 
as the collective bargaining unit for American-flag operators on the Pacific 
Coast. 

The hearing record developed in 1937, prior to the passage of the Fair Labor 
Standards Act, showed the shipping industry to be unique in many respects—so 
much so that it was deemed impractical, unnecessary, and duplicative of other 
legislation then in effect, to include seamen under the provisions of the 1938 
act. The unique character of the shipping industry made it impossible to apply 
the rules and regulations applicable to shoreside employment, and it was deter- 
mined at that time, and confirmed by Congress several times since 193%, that sea- 
men should be exempt. 

While seamen have been exempt under the Fair Labor Standards Act since 
its passage, this is not to say that seamen are any less well provided for finan- 
cially and otherwise. On the contrary, American seamen are the highest paid 
in the world, and seamen’s earnings and conditions far exceed most skilled 
categories in American industry ashore. A table setting forth monthly sea- 
men’s earnings under Pacific Coast collective bargaining agreements is attached. 

Through the means of collective bargaining, seamen and employers have set 
wages, hours, and working conditions that reflect the peculiar and particular 
needs of the maritime industry.’ There are no new circumstances that require 
a departure from the policy of exempting seamen from the act, and the wisdom 
of this policy has been justified by the fact that the industry through collective 
bargaining has far exceeded the objectives of the act and with a program which 
is tailored to fit the special needs of shipping. We only ask that the’ committee 
insist on better evidence than has been given to date of the need for this proposed 
change. It is significant that the seafaring unions have not pushed the matter: 
they have actually been indifferent toward the whole idea. 
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Through the process of collective bargaining, in 1951 the industry adopted the 
practice of paying an overtime premium for work in excess of 40 hours a week, 
In the fall of 1955 collective bargaining reversed this practice for more than half 
of the crew. Agreements changed the pay structure so that the regular monthly 
rate of pay now includes premium for Saturday and Sunday work at sea. Thus, 
fer the standard monthly rate of pay, the seamen involved are under a duty to 
work 8 hours a day, 7 days a week and are, in effect, paid for 40 straight-time 
hours plus 16 overtime hours. Thus, through the process of collective bargaining. 
labor and management have accomplished the desired goals of the Fair Labor 
Standards Act, but have done so by a mutually satisfactory method of payment 
which is uniquely suited to the needs of the industry. To disturb this method 
of payment at this time, and to arbitrarily apply shoreside wage and hour 
provisions to ships at sea, would, in effect, require double overtime payment, or 
overtime pay on top of overtime pay that is already included in the wage 
structure. 

It should also be pointed out that the wage rates, hours of work, and other 
conditions affecting seamen are adequately controlled by other laws, most of them 
predating the Fair Labor Standards Act. The Congress recognized beginning 
in 1892 the special and peculiar nature of the seamen’s calling, and the need for 
special laws for their protection and relief and governing their employment. 
Now codified in title 46, United States Code, these various laws require owners 
and operators to make special provision for seamen with respect to their food 
and medicines, with respect to their quarters; more specifically the law imposes 
requirements covering hours of work. 

Of utmost significance in this discussion is the fact that the Merchant Marine 
Act of 1936 vested in the United States Maritime Commission the power and 
authority (sec. 1131) to investigate employment and wage conditions and to 
incorporate in the operating differential and construction subsidy contracts 
minimum manning scales, minimum wage scales, and minimum working condi- 
tions on all vessels receiving operating differential subsidies. Thus, Congress 
has recognized the unusual nature of the seamen’s contract of employment, has 
legislated with respect thereto specifically, and has vested authority in the United 
States Maritime Commission. 

Shipping must already deal with the United States Maritime Commission, the 
United States Coast Guard, and the courts of the United States, in each of which 
is vested authority to protect seamen in respect of their hours, wages, and 
employment conditions and power to enforce the statutes for the protection and 
relief of seamen. Only confusion can result from applying to seamen the Fair 
Labor Standards Act, which was never integrated with the laws protecting sea- 
men and which is administered by an authority unfamiliar with the problems of 
ships and shipping. 

We strongly urge that the present exemptions in the Fair Labor Standards Act 
be retained in order that labor and management may continue to work out the 
program of wages, hours, and working conditions designed to fit the needs of 
merchant shipping under the American flag. 
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Monthly seamen’s earnings under last quarter, 1956 


Department and rating 
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PENNSYLVANIA RETAILERS’ ASSOCIATION, INC., 
Lancaster, Pa., March 15, 1957. 


Mr. Stewart E. McCuiure, 


Chief Clerk, Senate Committee on Labor and Public Welfare, 
United States Senate, Washington, D. 0. 

Dear Mr. McCiure: As suggested in your letter of March 7, we are willing 
to forego the opportunity of appearing before the Subcommittee on Labor at 
this time, in view of your statement that our testimony as presented at the 1955 
and 1956 hearings is now part of the official record and is still actively under 


consideration. 
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However, we would like to have it brought to the attention of Senator Ken- 
nedy and the other members of the subcommittee that our opposition to an ex- 
tension of the Federal Fair Labor Standards Act into the areas of local retai) 
and service employment has not diminished in any degree. This applies to the 
proposals recently advanced by Secretary of Labor James P. Mitchell, and like- 
wise to S. 1135, S. 1159, S. 1178, S. 1273, and S. 1267. 

In furtherance of our contention that the regulation of retail wages should 
be at the State level rather than at the Federal level—as reported on page 984 
of the 1955 hearings and on page 342 of the 1956 hearings—we wish to report 
the fact that the State of Pennsylvania is now scheduled to join the ranks of 
other States which impose minimum wage standards for women and minors em- 
ployed in the retail trade. This is substantiated by the enclosed copy of the 
letter of notification we received from the Pennsylvania Department of Labor 
and Industry. 

We appreciate your offer to circulate copies of our letter to all Senators on 
the subcommittee, and likewise to have it made a part of the official record of 
the 1957 hearings. Accordingly, we are enclosing additional copies for this 
purpose. 

Sincerely, 
JOHN E. MEANS, 
Managing Dircctor. 


COMMONWEALTH OF PENNSYLVANTA, 
DEPARTMENT OF LABOR AND INDUSTRY, 
Harrisburg, February 19, 1957. 
Mr. JoHN E. MEANS, 
Managing Director, Pennsylwania Retailers’ Association, Inc., Lancaster, 
Pa. 


DEAR Mr. Means: The department of labor and industry, under the authority 
of the minimum fair-wage law, women and children (Act No. 248, May 27, 
1937, Public Law 917), will shortly appoint a wage board to report upon the estab- 
lishment of minimum fair wages for women and minors in the various occupa- 
tions in retail trade. 

We would appreciate your submitting the names of several persons whom 
you believe qualified to serve on such a board and in such capacity represent the 
viewpoint of employers. 

Sincerely yours, 
MILTON WEISBERG, 
Acting Secretary of Labor and Industry. 


BRIEF OF PuBLIC SERVICE COORDINATED TRANSPORT, NEWARK, N. J. 


Public Service Coordinated Transport is a New Jersey corporation engaged 
in the transportation of passengers, as a common carrier, in both intrastate and 
interstate commerce. Transport and its predecessor companies have been so 
engaged since prior to 1900; first by stagecoach, then by horsecar and electric 
street railway, and more recently by motorbus and electric railway. It employs 
some 6,400 employees, approximately 4,000 of whom are bus operators. It owns 
2,680 vehicles and provides intrastate and/or interstate service to 3868 munici- 
palities of a total of 568 municipalities in the State of New Jersey. Its regular 
route interstate operations extend primarily into New York City, N. Y., Phila- 
delphia, Pa., and Wilmington, Del. Operating revenues for 1956 totaled $51,- 
673,767, of which about $49 million were obtained from scheduled regular line 
operations and most of the remainder, $2,673,000, from special and chartered 
service operations. 

Under the exemption provisions of the Fair Labor Standards Act of 1988, as 
amended (sections 13 (a) (9) and 13 (b) (1)), Transport has been exempted 
from the overtime provisions of the act. There is presently before the Subcom- 
mittee on Labor of the Senate Committee on Labor and Public Welfare bill 
S. 1267, and before the Labor Standards Subcommittee of the House Committee on 
Education and Labor H. R. 4575, which bills propose the elimination of the pro- 
visions now exempting transit employees from both the minimum-wage and maxi- 
mum-hour provisions of the Fair Labor Standards Act of 1938, as amended. 

The elimination of this exemption would result in considerable additional ex- 
pense to Public Service Coordinated Transport which, of course, would have to 
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be borne by the riding public. For this reason we feel that a short explanation 
of working conditions and methods of payment in the transit industry would 
be appropriate. 

The transit industry grants to its employees a far greater amount in fringe 
payments than practically any other industry, and substantially more than indus- 
try in general. For example, in 1957 the hourly rate of pay for Public Service bus 
operators, by negotiated agreement, was $2.06 an hour, but the cost of operators’ 
wages, allowances, and benefits per vehicle-hour of operation was $2.62. 

The allowances and benefits amounted to 56 cents an hour at a base rate of 
$2.06, or over 25 percent. These fringe payments are the result of free collective 
bargaining during the period in which the transit industry was exempt from the 
wage and hour provisions of the Fair Labor Standards Act of 1938, as amended, 
and have taken into consideration the benefits of this exemption. To remove the 
exemption would, in effect, mean the payment of a considerable part of the 
benefits at a premium rate of time and one-half. For example, each operator is 
paid 15 minutes report and turn-in time per day. This time is paid at the straight- 
time rate, even though the operator’s pay for the day, including allowances, might 
be in excess of 8 hours. In practically all instances this 15-minute allowance is 
made in addition to the total time the employee is required to be on duty. During 
the early days of the bus industry, operators were required to report 10 minutes 
before the pull-out time and prepare their vehicles for operation. This is the 
origin of report and turn-in time. Today no such work is performed, nor is the 
operator required to report before his pay time starts. The payment of this 
report and turn-in time at time and one-half would result in an additional ex- 
pense to the company of about $400,000 per year, and would, in effect, be an in- 
crease of about 3 cents per hour in the cost of operation which, as previously 
stated, would have to be borne by the riding public. 

Another type of operation which would be seriously affected by the removal of 
the exemption is chartered bus operation. This type of work is extremely desir- 
able to the driver, is much easier because no fare are collected, nor are passengers 
accepted and discharged en route, and because, in most instances, a substantial 
part of the time is spent at the destination point of the charter trip during which 
time the operator has no duties whatever to perform. This work is presently 
performed at a straight-time rate, regardless of the total number of hours per 
day, but in no case is there more than 10 hours on-duty time as established by 
the Interstate Commerce Commission regulations covering safety and hours of 
service. Under the agreement with the union representing the operators, work 
on charter trips is paid for at the straight-time rate, hour for hour, with but slight 
exception. Had the industry not been exempt from the wage and hour provisions 
of the Fair Labor Standards Act, no such agreement would have been negotiated 
with the employees, nor could a company expect to continue in charter bus busi- 
ness if the penalties imposed by this act must be met and the present practice of 
paying generally for elapsed time continued. 

For these reasons we pray that your august body will see fit to retain the 
present exemptions for the transit industry in any proposed amendments to the 
Fair Labor Standards Act of 1938, as amended. 


RETAIL CLERKS INTERNATIONAL ASSOCIATION, 
Washington, D. C., March 18, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
House Committee on Education and Labor, 
House of Representatives, Washington, D. C. 

DEAR Mr. KELLEY: Congressman Roosevelt, of California, at the hearing on 
H. R. 4791 asked me to submit for the record a statement on the effect of the 
elimination of indirect purchases shipped across State lines to retailers from 
a definition of covered employment advanced by the Secretary of Labor in his 
statement before your subcommittee. Mr. Teller, of New York, also raised some 
questions about the provisions in H. R. 4791 with respect to time and one-half pay 
for work in excess of 40 hours in any workweek. Information was also requested 
on wage rates paid by retailers with contracts with our organization and by 
other small retailers. I submit herewith this letter on these three points and 
ask that it be placed in the record of the hearings immediately following my 
statement. 
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1. Indirect purchases and other factors in “affecting commerce” 


As pointed out on pages 9 and 10 of the statement of March 7, 1957, which 
the Retail Clerks International Association submitted for the record, the cri- 
teria used in the administration of the National Labor Relations Act would 
include consideration of direct purchases or indirect purchases of goods shipped 
from outside of the State of the retailer, out-of-State sales of such retailer, and 
other factors. The only one of these factors which would be considered in the 
proposal of the Secretary of Labor would be direct purchases from out of State. 
He would exclude all other factors from his proposal. We believe that the 
omission of these factors is a serious defect of the proposal because it would 
permit large retailers, whom the legislation seeks to cover, to escape coverage 
to the prejudice of other large retailers and to employees. The effect of these 
omissions is illustrated by cases under the National Labor Relations Act on 
retailers whose activities have already been determined to affect commerce 
under the act. 

(a) A baking company with 38 plants, 1 each in Maryland, West Virginia, 
and Virginia, engages in the retailing of bakery products. The direct purchases 
of the Maryland plant from outside that State are now under $1 million but 
the shipments of supplies from the West Virginia and Virginia plants to the 
Maryland plant of the same enterprise amount to over $300,000. In other words, 
the $300,000 are indirect purchases by the enterprise for the Baltimore plant. 
The amount of the direct and indirect purchases from out of State are sufficient 
to bring the total purchases in excess of $1 million annually from out of the 
State. If the proposal of the Secretary were applied, the above plants would be 
excluded, despite the fact that each of the 3 plants of the same enterprise made 
interstate sales alone of over $300,000 (N. L. R. B. v. Schmidt Baking Co., Ine. 
(1941), 122 F. 2d 162). 

(6) A retail grocery chain with 11 stores in one State making an annual yol- 
ume of sales in excess of $7 million and purchases in excess of $5.5 million 
under the Secretary’s proposal would be exempt because about $3 million of the 
purchases are made from within the State and $2.5 million are shipped from 
the warehouse within the State of the manufacturer outside the State who 
ships the goods to the warehouse (Minimag Stores (1950), 91 N. L. R. B. No. 
114). None of these purchases would be considered and this employer would be 
exempt under the Secretary’s proposal despite the fact that this employer has 
already been held to affect commerce under the National Labor Relations Act. 

There are many other cases involving retailers which reflect the same situa- 
tion under the proposal of the Secretary. (See for example: United Cigar- 
Whelan Stores Corporation, 1955, 114 N. L. R. B. No. 185; Greenberg Mercantile 
Corp. (1955), 112 N. L. R. B. No. 710; Piggly-Wiggly Stores of San Diego (1945), 
60 N. L. R. B. No. 47; Gaylayan’s Supermarket, Inc. (1950), 92 N. L. R. B. No. 
48; Block and Kuhl Department Stores (1949), 83 N. L. R. B. No. 418; Dorn’s 
House of Miracles (1950), 91 N. L. R. B. No. 82.) These are just some of the 
reported cases of the National Labor Relations Board. We feel sure that there 
must be hundreds of other retail firms whose cases never came before the Board 
and who complied with the law or never appealed to the Board. 

We believe that the term “affecting commerce” should remain in the bill 
reported out. Six factors in “affecting commerce” as interpreted judicially 
with respect to the enterprise (and not the individual plant or store of the 
enterprise), are as follows: 

1. Interstate direct purchases, including central purchasing and purchasing 
through brokers. 

2. Interstate indirect purchases including central purchasing and purchasing 
through brokers. 

3. Interstate sales (including retail sales to individuals or firms who are in 
interstate commerce or use the merchandise in commerce). 

4. Interplant shipments between plants within the same State or located 
within different States. 

5. Merchandise pickup made outside the State by employees of the enterprise. 

6. Interstate advertising. 

2. Overtime in the retail industry 

Our statement (p. 38) points out that the average weekly hours of work in 
the retailing industry in 1956 were 38.5 hours. In May—July 1950, the scheduled 
working hours of department stores and women’s read-to-wear stores were 
40 hours or under. A 5-day week is typical in the industry. This would 
seem, on the surface, as Mr. Teller suggested at the hearings, that there is no 
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overtime problem in the retail industry and the bill would not affect the large 
stores adversely in this respect. 

Mr. Teller is correct insofar as the effect of the cost of the overtime provi- 
sion of the bill is concerned on the retail enterprises to be covered by H. R. 4791. 
However, with respect to the individual retail employee, overtime has a deleteri- 
ous effect on his health, efficiency, and income and the surveys show that a 
large number of individual employees work overtime. The law should protect 
them. 

Almost every retail employee who works full time (8 hours per day, 5 days 
per week) must stand on his feet during the entire workday without respite, 
except possibly for lunch. His work is unlike that of other white-collar workers 
in that he has very little chance to sit down during working hours. At the 
end of an &8-hour day, the average retail employee in the large store is physically 
tired and the efficiency, caused by the nature of his work, is at a very low ebb 
at the end of 8 hours. The employee should not be required to work more 
than S hours in any workday or more than 40 hours a week unless the em- 
ployer pays him a premium of time and one-half his regular rate of pay. As 
an alternative, an employer can hire in his place a part-time worker to work 
the overtime at straight pay. 

Employers in large-scale retailing generally do both. These practices partly 
account for the large amount of part-time employment in the retail industry 
(see pp. 40-41 of our statement for the record, sec. [IX : Part-time Employment 
in Retailing 

A large number and proportion of retail employees work more than 40 hours 
a week. The number and proportion in the large retail enterprises of the 
kind contemplated to be covered with respect to overtime under H. R. 4791 are 
not shown separately in the data presented in our statement, but the number 
and proportion will be substantially less than that for all retail establishments 
because it is a known and accepted fact that there is much more overtime 
(time in excess of 40 hours per week) in small retail firms and the 40-hour 
week as shown above is more or less a common work policy of the large 
concerns. 

However, irrespective of the large number and proportion of retail employees 
of all retail firms, regardless of size, who work in excess of 40 hours, the cost 
to the employer of time and one-half in excess of 40 hours is negligible, if any. 
This conclusion is based upon an analysis of overtime in 6 States as shown 
in our statement (Section VIII, Overtime in the Retail Industry). Take the 
State of New York as an example 

1: Over 40 percent of the retail employees in New York in 1955 are covered 
by time and one-half for work in excess of 40 hours under the overtime policy 
of employers, which was about the same in Ohio and New Jersey. These 3 
States alone have 1,085,000 employees in retail establishments, or about 20 
percent of all employees of all retail employers. 

2. The average worker in New York worked 40 hours per week. Therefore, 
every 100 workers average the total 4,000 hours; 388 percent of the employees 
in retail trade averaged about 5 hours per week in excess of 40 hours or a 
total of 190 hours of overtime. Thus, the total amount of overtime in New 
York State, as a percentage of the total time worked, would be about 414 
percent (180 divided by 4,000). Since pay under the act as proposed by H. R. 
4791 is at time and one-half, the rate of additional pay (over straight time) 
for the 190 hours of overtime per 100 workers would be one-half. Therefore, 
the additional percentage increase in the cost at the most, for all retail firms, 
large and small, in New York would be 24% percent. This figure must be 
reduced by at least 40 percent in New York because employees are now covered 
by plans of time and one-half for overtime so that at the outside the cost of 
overtime as applied to all retail firms in New York State would be about 1 per- 
cent of payroll and as low as one-tenth of 1 percent of total sales. Since the 
data in New York State cover both large and small employers it can be very 
safely said that the effect of the time and one-half overtime provision in H. R. 
4791 would result in less than 1 percent increase in payroll costs to the large 
employers covered by the act. 

8. On page 26 of our full statement on H. R. 4791, which was submitted for 
the record, we stated that it was the experience of our organization that small 
retail merchants generally pay wage rates to their employees that are as high 
or higher than those paid by large retail concerns in the same line of business 
to their employees. We also pointed out that wage surveys of two States (New 
Jersey and Arizona) confirm this experience. Since submitting our statement, 
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the results of a survey by our own organization in the field also confirm the 
above mentioned statement. 

Sample surveys were conducted in Terre Haute, Ind.; Chicago, Ill.; East 
St. Louis, Ill.; St. Louis, Mo.; and Seattle, Wash. Representative samples of 
wages and hours were taken in food stores, drug stores, department stores, 
specialty stores, florist stores, variety stores, and furniture stores. Detailed 
findings of the surveys are set forth in a special supplement attached hereto, 
It should be mentioned that among the stores surveyed are several unorganized 
operations. 

General conclusions drawn from an analysis of the survey findings show that 
the preponderance of employees involved are being paid wage rates in excess of 
$1 per hour. This is true even for part-time employees. 

The normal workweek for a majority of stores surveyed is a 40-hour workweek, 
and time and one-half is paid for hours worked in excess of 40 hours in any one 
week. There are some exceptions to this, however, and one is the retail furni- 
ture industry. Here employees customarily work on a commission-plus-guaranty 
basis and work 42% to 45 hours per week. Drugstores usually provide some- 
thing like a 44-hour or 45-hour workweek for pharmacists, but commonly 
provide a 40-hour workweek for all other employees. Another minor exception 
was a finding in St. Loius that a very limited number of small independent grocery 
stores with a correspondingly small number of employees wrok a 5-day, 45-hour 
workweek. 

The subcommittee should note that at least two large retailing firms are in 
support of our bill. They are the Grand Union Co., an eastern grocery chain 
with 356 stores, and Sears, Roebuck & Co. 

Respectfully yours, 
JAMES A. SUFFRIDGE. 


SUPPLEMENT TO LeTreR With REGARD TO RETAIL WAGE AND Hour Survey IN FIve 
SELECTED CITIES 


I. TERRE HAUTE, IND. 
Department stores 

In Terre Haute, Retail Clerks Union, Local 983, holds contracts with Smith’s 
Department Store, a local business and Alden’s, Inc., a chain department store 
with headquarters in Chicago, Ill. 

Both contracts provide for a 6-day, 40-hour workweek. However, out of a total 
of 32 selling departments listed in the wage section of the contracts, Smith’s 
pays anywhere from $2 to $5 per week (or 5 cents to 1214 cents per hour) above 
the contract scale in 28 departments. Alden’s on the other hand, adheres strictly 
to the contract minimum rates. Nonselling employees in both stores appear to 
receive the same rates of pay. 

II. CHICAGO, ILL. 
Drugstores 

According to observations of Retail Pharmacists & Drug Store Employees 
Union, Local No. 1479, it has been ascertained that the wage pattern in Chicago 
drugstores shows a universal starting rate of $1 per hour or more. 

For example, the Walgreen Drug chain (unorganized), starts employees, 
exclusive of lunch-counter and other culinary employees, at $1.25 per hour. The 
organized Stineway-Ford Hopkins drug chain begins its employees at about the 
same rate. The lowest hourly rate paid in the entire chain in this area is $1.085 
per hour, and only 1 employee receives that wage. Otherwise the pay scales 
range from $1.08 to $1.90 per hour, with a majority of employees grouping 
about the $1.50 per hour rate. 

In a survey of organized independent drugstores, it was found that not a single 
store was paying less than $1 per hour. In fact, it was discovered that the 
average rate is slightly higher than the chain-store rate, due, it appeared, to the 
personal relationship between employer and employee that does not exist in a 
large operation. 

The following is a representative sampling of independent drugstores from all 
areas of the city of Chicago. These stores start and continue to pay their 
employees well over $1 per hour. This sampling includes 11 firms operating 18 
stores with 62 employees: 

Adelmants Pharmacy, Wilson and Clark Streets, four employees. 

Ripsteins Drugs, 3948 Sheridan Road, four employees. 


al 


ce 


Ww 


re 


MINIMUM WAGE PROTECTION 1113 


Tair Price Drugs, 4401 Sheridan Road, 5 employees. 

Norman Drug Co. (2 stores), 55th and Everett, 51st and Dorchester, 10 
employees. 

3rody’s Drug Stores (2 stores), Jackson and Pulaski, 5600 Madison Street, 
8 employees. 

De Koven Drug Stores (6 stores), 1808 South Halsted, 18122 South Ellis, 340 
East 58th, 366 East 47th, 2858 West Lake, 3657 East 112th, 15 employees. 

Acme Drugs, 376 East 61st, 3 employees. 

Madison Drugs, 1601 West Madison, 3 employees. 


Ill. EAST ST. LOUIS, ILL, 
Sears, Roebuck & Co. 

In East St. Louis, Retail Clerks Union, Local 676 holds a contract with Sears, 
Roebuck & Co., covering approximately 152 employees in all departments. New 
female clerks start at not less than $1 per hour and male clerks begin at not 
less than $1.10 per hour. This contract provides for a basic 40-hour workweek. 
Drugstore division 

Local 676’s contract with 32 independent drugstore firms employing 127 people 
provides for a 44-hour workweek for pharmacists and a 5-day, 40-hour week for 


all other employees. The minimum hourly rates provided in the contract range 
from 90 cents to $2.40. 


Florist division 
Local 676’s contract with independent retail florists, employing 21 active 
members, provides for a 44-hour workweek. Minimum hourly rates in the 


contract range from 70 cents to $2.02. However, the preponderance of employees 
are presently receiving hourly wage rates in excess of $1 per hour. 


IV. ST. LOUIS, MO, 
Food store division 


Located in St. Louis and vicinity are five different chain or multiunit com- 
panies under contract to Retail Clerks Union, Local 655. They are (1) The 
Kroger Co., (2) National Tea Co., (8) A. & P. Tea Co., (4) Fred P. Rapp, Inc., 
and (5) Bettendorf’s Inc. These 5 large retail stores operate an aggregate total 
of 114 stores in the area, have about 2,764 employees, of which approximately 
30, or 1 percent, are paid over the contract scale. The contract hourly rates 
thus referred to range from $1.44 to $2.59. 

Also under contract to local 655 are 184 small independent food stores. They 
employ about 1,000 people, of which 159 or 15.9 percent, are paid over the con- 
tract rate. The contract wage scale here is $1.32 to $2.41. 

Variety store division * 

The 5 and 10 cent store companies which local 655 has contracts with operate 
a total of 35 stores with 672 employees. Hourly contract rates range from 75 
cents per hour to $1.06 per hour; 270 employees or 40.2 percent of the total are 
paid over the contract minimums. 

Three independently owned and unorganized variety stores with 17 employees 
are known to be starting their clerks at not less than $1 per hour. It is believed 
that this is done in order to discourage unionization. 

Drugstore division 

Of the six drugstore operations surveyed in St. Louis, only the Katz Drug Co. 
and Walgreen drugs are interstate chain businesses. Katz Drug Co. operates 
6 stores with 259 employees in the area. Contract hourly rates range from 77.5 
cents to $2.11, and none is paid over the contract rate. Walgreen drugs operate 10 
stores in St. Louis with 250 employees. Though this chain is unorganized, it 
is known to start employees at not less than $1 per hour under a 40-hour work- 
week. Katz recently organized, provides for a 44-hour, 46-hour, and 48-hour 
workweek, depending on the classification. 

The other 4 drug businesses are local concerns, although 3 of them operate 
2 or more outlets. Glaser Drug Co. operates 10 stores with 175 employees who 
recently received contract rates ranging from 50 cents to $1. Forty employees, 
or about 23 percent of the total, receive rates of pay in excess of the contract 
minimums. 


‘Companies here include F. W. Woolworth, J. J. Newberry, McCrory’s, Inc., Morris 
Variety, and Forum Variety. Woolworth in some stores is starting employees at $1 per 
hour. 
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The Sands Drug Co. operates 4 outlets with 35 employees. The contract 
minimum wage rates range from 75 cents to $1.15. Twenty-five employees, or 
71 percent of the total, are paid in excess of the minimum rates. 

; St. Ann’s Drug Co. operates 2 stores with 25 employees. They are unorgan- 
ized, but receive hourly rates ranging from 90 cents to $1.10. 

The unorganized Chippewa Drug Store operates only 1 outlet with 16 em- 
ployees. Their hourly rates of pay range from 85 cents to $1.40. 

Most all drugstore operations in this area are on a 44-hour workweek. 


Furniture store division 


There are 17 retail furniture companies under contract with a total of 25 
stores and 158 employees. Contract minimum hourly rates range from $1.25 to 
$2.25. Twenty employees, or about 12.7 percent, receive rates in excess of con- 
tract minimums. In addition, sales employees receive a 4 percent commission 
over $1,400, on delivered sales. They work a 5-day, 4214-hour to 45-hour work- 
week. The two largest firms, Biederman Furniture and Carson Union-May 
Stern Co., with 75 and 30 employees respectively, adhere strictly to the contract 
minimum hourly rates. 

Sears, Roebuck & Co. 

The three unorganized Sears, Roebuck & Co. stores combined employ about 
850 employees. A starting employee is paid not less than $1 per hour. A 
40-hour workweek is established policy. 


Survey of retail business block in St. Louis * 


An entire block of stores at South Grand and Chippewa was surveyed, and 
the results are as follows: 

(1) Sears, Roebuck & Co. at 3708 South Grand employs approximately 450 
clerks at not less than $1 per hour. Basic workweek here is 40 hours. 

(2) Schenberg’s Food Store at 3726 South Grand employs about 36 people on 
40-hour workweek schedule. Hourly rates paid here range from $1.37 to $2.49 
per hour. 

(3) J & R Auto Accessory Store at 3730 South Grand employs 3 people at 
rates from $1.25 to $1.85 per hour. (Workweek not known.) 

(4) Ben Franklin (independent operator) at 3734 South Grand employs 8 
people at rates from $1 to $1.25 per hour and they work a basic 40-hour 
workweek. 

(5) Western Auto (auto accessory store) at 3736 South Grand with 9 em- 
ployees putting in a basic 44-hour workweek at rates from $1.25 to $2.50 per 
hour: also has a commissicn-plus-guaranty system in effect. 


V. SEATTLE, WASH. 
Shoestore operations 

In Seattle, Retail Clerks Union Local, 1404 has a total of 29 shoestore firms 
under contract. Included therein are 10 chainstore firms with 14 stores, and 
19 independent firms with a total of 33 stores. 

Local 1404’s contract provides for a 5-day 40-hour workweek. There is a 
guaranty-plus-commission system in effect for all shoe and hosiery salesmen 
and saleswomen. The hourly rate guaranties for selling employees range from 
$1.045 to $1.70. Hourly rates of pay for nonselling employees, according to the 
contract, range from $1.125 to $2.185. 

It is known that all 10 chainstore firms adhere strictly to the contract mini- 
mum hourly rates and commission rates of pay. Of the 19 independent firms 
under contract, 8 firms and 16 stores and 164 employees pay minimum hourly 
rates and/or commission rates of pay above contract scale. 


Two major retail companies endorse $1 minimum 

(1) Grand Union Co—*“The move to include the retail industry under the 
minimum-wage law should be welcomed as necessary to the retail industry's 
growth and development,” Lansing P. Shield, president of Grand Union Co. 
said. 

“Speaking at the Harvard Graduate School of Business Administration, 
Mr. Shield said retail food operators must accept the same broad standards 
established in other industries for sound business reasons. ‘Retailing can no 


2? Please note copy of photograph attached hereto which portrays setting and location of 
above-mentioned stores. 
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longer afford to be considered a second-class industry, or be satisfied with at- 
tracting second-class help,’ he said. 

“Mr. Shield added that under present laws retailers ‘all buy now at about 
the same price, and competition makes us sell at approximately the same level.’ 
The difference between success and failure is people, he said. He added that 
if retailers paid their employees less than the minimum wages available in 
other industries, retailers could not expect to be competitive in their search for 
superior people” (Wall Street Journal, March 8, 1957). 

(2) Sears, Roebuck & Co.—*‘Sears, Roebuck & Co. has completed action to 
make the $1 minimum wage effective in all its units, it was learned today. 

“Confirming a report in the trade, a spokesman said the move followed some 
months of preliminary work. 

“This voluntary action means that Sears’ 725 retail stores will be subject to 
the same minimum-wage policy which, by law under the Fair Labor Standards 
Act, started March 1 of last year in its mail-order plants and other selected units. 

“With a $1 minimum for employees in all its units, Sears now has established 
a consistent base for employee earnings, he added. 

“Sears as of February 1, the start of this fiscal year, had 183,000 employees 
in its stores.” (Women’s Wear Daily, March 14, 1957, p. 1.) 


THE SANITARY INSTITUTE OF AMERICA, 
Atlanta, Ga., March 1, 1957. 
Hon. H. ALEXANDER SMITH, 
Member, Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR SMITH: The Sanitary Institute of America is the national asso- 
ciation of industrial wiping-cloth manufacturers. Membership in the institute 
consists of 114 wiping-cloth laundries, all of whom are today covered by the 
minimum-wage and overtime provisions of the Fair Labor Standards Act. The 
writer is chairman of the wage-and-hour committee of the institute. 

The purpose of this letter is to earnestly solicit your support of H. R. 4575, a 
bill introduced into the House of Representatives on February 7, 1957, by Con- 
gressman Augustine B. Kelley, of Pennsylvania. In addition to urging your 
support of the bill as introduced, we wish also earnestly to recommend that 
H. R. 4575 be amended in one respect. The amendment proposed has to do with 
the new wording covering laundry exemptions Congressman Kelley’s proposed 
bill, on page 8, lines 16—25, reads as follows: 

“(3) any employee employed in any establishment engaged in laundering, 

cleaning, or repairing clothes or fabrics by an employer having neither more than 
four such establishments nor more than a total annual dollar volume of sales 
or servicing of $500,000: Provided, That not more than 25 per centum of such 
employer’s annual dollar volume of sales or servicing shall be made to customers 
who are engaged in a mining, manufacturing, transportation, commercial, or 
communications business.” 
The change which we recommend is the substitution of “10 per centum’ for 
“20 per centum” in line 21, Lines 21 to 25 would then read: “Provided, That not 
more than 10 per centum of such employer’s annual dollar volume of sales or 
servicing shall be made to customers who are engaged in a mining, manufactur- 
ing, transportation, commercial, or communications business.” 

In appearances before the Senate Subcommittee on Labor in 1955 and 1956 I 
pointed out the difficulties which face wiping-cloth laundries, all of which must 
now pay a minimum wage of $1 in competing with laundries who process wiping 
materials but which are exempt from minimum-wage and overtime provisions 
of the Fair Labor Standards Act. Testimony submitted to the Senate Sub- 
committee on Labor in 1956 showed hourly laundry wages to be as low as 
63 cents in Birmingham and Nashville, 66 cents in Atlanta, and 67 cents in 
Memphis during the period May-July 1955. (See p. 44, hearings before the 
Subcommittee on Labor of the Committee on Labor and Public Welfare, United 
States Senate, printed by the United States Government Printing Office.) 

Reasons why wiping-cloth laundries should be granted relief from this unfair 
competition were outlined in detail in my appearance before the Senate sub- 
committee in 1955 and 1956. Copies of testimony submitted by the writer are 
enclosed with this letter. 

It is true that H. R. 4575 does grant a partial measure of relief by excluding 
from the exemption those employers having four establishments or more than 
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a total annual dollar volume of sales or servicing of $500,000. The exemption 
is also somewhat narrowed by the addition of the word “commercial” in eg- 
tablishing the 25 percent of sales which in the present act may be made to 
customers engaged in “mining, manufacturing, transportation, or communica- 
tions business.” 

It is our belief that one of the major purposes of H. R. 4575 is to eliminate 
the numerous loopholes which created injustices and unfair competition because 
certain firms are now covered by the act while their competitiors are not. It 
was, we believe, to prevent such situations that H. R. 4575 defines “Activity 
affecting commerce” as follows: “includes any activity in commerce, necessary 
to commerce, or competing with any activity in commerce, or where the pay- 
ment of wages at rates below those prescribed by this act burdens or obstructs 
or tends to burden or obstruct commerce or the free flow of goods in com- 
merce.” (See page 4, lines 4-9, H. R. 4575.) 

In defining “Activity affecting commerce” so as to include activities ‘“com- 
peting with any activity in commerce,” the amendment proposed by Mr. Kelley 
takes an important step toward elimination of unfair competition arising from 
the act as at present written. 

If the spirit of this section were carried through to its logical conclusion 
and applied to the laundry industry, no laundry competing with wiping-cloth 
laundries (which are engaged in commerce), would be granted exemption from 
the act. It is not our intention or desire, however, to seek denial of the exemp- 
tion to those laundries engaged almost exclusively in servicing householders. It 
should be noted, however, that even with the limitation on laundry exemption 
which would be established by H. R. 4575, a family laundry, a diaper laundry, 
or a linen supply laundry, doing an annual volume of business of $499,000 
could, if it so desired, still process and sell wiping materials to the amount of 
more than $124,000 per annum and still be exempt from the minimum wage and 
overtime provisions of the act. Since the annual volume of business of the 
average wiping-cloth laundry is only approximately $250,000 per year, the im- 
portance of the exemption still permitted in H. R. 4575 is apparent. 

In the interest of equity and fair play, we again urge you to support H. R. 
4575 but with the important amendment substituting “10 per centum” for “25 
per centum” in that section dealing with the laundry exemption (page 8, line 21. 
H. R. 4575). 

Respectfully yours, 
Max RITTENBAUM, 
Rittenbaum Bros., Atlanta, Ga., Chairman, Wage and Hour Committee. 





STATEMENT OF Max RITTENBAUM, CHAIRMAN, WAGE AND Hour CoMMITTEE, SAN- 
ITARY INSTITUTE OF AMERICA 


Honorable Chairman and committee members, I greatly appreciate your con- 
sideration in providing me with an opportunity to present the position of the 
Sanitary Institute of America concerning possible amendments to the Fair La- 
bor Standards Act. 

I should like to make clear that this statement reflects the views not only 
of my firm, Rittenbaum Bros., of Atlanta, Ga., but also of 114 firms engaged in 
the laundering and processing of industrial wiping cloths who are members 
of the Sanitary Institute of America. 

The wiping cloths produced by these firms are sold both in intrastate com- 
merce and in interstate commerce to trade, industry and Government agencies. 
In addition to the 115 members of our association, there are approximately 
200 other firms engaged in the same activity which are not members. 

Both association members and nonmembers, however, are governed by the 
provisions of sections 6 and 7 of the Fair Labor Standards Act. Each of these 
firms, therefore, must pay the minimum wage of $1.00 per hour and an addi- 
tional 50 percent for hours in excess of 40 hours worked in any one week. 

The purpose of this statement to your committee is to make known the posi- 
tion of the wiping-cloth industry with particular reference to the laundry ex- 
emption now contained in the act. As you know, laundries are now exempt 
from the minimum wage and overtime provisions of the Act provided that 
“more than 50 per centum of the establishment’s annual dollar volume of sales 
of such services is made within the State in which the establishment is located 
and provided that 75 per centum of such establishment’s annual dollar volume 
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of sales of such services is made to customers who are not engaged in a mining, 
manufacturing, transportation, or communications business.” (Par. 154, sec. 
13, Fair Labor Standards Act.) 

As a result of the exemption granted laundries meeting the above require- 
ments, it is obviously now possible for any laundry which does 51 percent of 
its business within the State and which makes 75 percent of its sales to custom- 
ers who are not engaged in mining, manufacturing, transportation, or communi- 
cations business, still to do 25 percent of its annual volume of business through 
the sale, servicing or rental of industrial wiping cloths either within or with- 
out the State in which the establishment is located without being required to 
conform to sections 6 and 7 of the act. 

Since these laundries are not required by law to pay the $1 minimum or 
overtime wages, they of course have a significant advantage in competing with 
wiping-cloth leundries who are compelled under the law to conform with sec- 
tions 6 and 7 of the act. Laundries engaged in this practice are family laun- 
dries, linen-supply laundries, diaper laundries and industrial laundries, many of 
whom wash or rewash industrial towels or reclaimed rags for use as wiping 
materials. 

It is the firm conviction of members of our association and of the wiping-cloth 
industry that the wage-hour law was not intended to create discriminatory 
conditions of competition in any industry. We are entirely in sympathy with 
the philosophy of minimum wages and maximum hours. We believe, however, 
if we are to be bound by the wage-and-hour provisions of the act, our competi- 
tors should also be so bound. 

For these reasons, our association and industry wish earnestly to endorse, 
with one change, H. R. 4575, introduced by Congressman Augustine B. Kelley 
and now before your committee for consideration. That part of H. R. 4575 
dealing with the laundry exemption reads as follows: 

“(3) Any employee employed in any establishment engaged in laundering, 
cleaning, or repairing clothes or fabrics by an employer having neither more 
than four such est: tblishments nor more than a total annual dollar volume of 
sales or servicing of $500,000: Provided, That not more than 25 percent of 
such employer's Goaealt dollar volume of sales or servicing shall be made to 
customers who are engaged in a mining, manufacturing, transportation, com- 
mercial, or communications business” (p. 8, lines 16-25, H. R. 4575). 

The change which we recommend is the substitution of “10 oe for “25 
percent” in line 21. Lines 21 to 25 would then read: 

“Provided, That not more than 10 percent of such employer's ‘annual dollar 
volume of sales or servicing shall be made to customers who are engaged in a 
mining, manufacturing, transportation, commercial, or communications busi- 
ness ;” 

In appearances before the Senate Subcommitee on Labor in 1955 and 1956, I 
pointed out the difficulties which face wiping-cloth laundries, all of which must 
now pay a minimum wage of $1 in competing with laundries who process wiping 
materials but which are exempt from minimum wage and overtime provisions 
of the Fair Labor Standards Act. Testimony submitted to the Senatc Subcom- 
mittee on Labor in 1956 showed hourly laundry wages to be as low as 63 cents 
in Birmingham and Nashville, 66 cents in Atlanta, and 67 cents in Memphis, 
during the period May—July 1955 (see p. 44, Hearings before the Subcommittee 
on Labor of the Committee on Labor and Public Welfare, United States Senate, 
printed by the United States Government Printing Office.) 

Reasons why wiping cloth laundries should be granted relief from this unfair 
competition where outlined in detail in my appearances before the Senate Sub- 
committee in 1955 and 1956. Copies of testimony submitted by the writer have 
been sent to each member of this committee. 

In the South, particularly, certain laundries doing industrial washing, are 
branches of huge family laundries which do a total annual volume of business 
of $1 million or more. Such a laundry, doing a total annual volume of business 

of $1 million, may at present sell as much as $250,000 worth of its products or 
services to businesses engaged in mining, manufacturing, transportation, or 
communications, and still legally be exempt from the minimum wage and over- 
time provisions of the Fair Labor Standards Act. Wiping cloth laundries, all 
of whom are covered by the minimum wage and overtime provisions of the 
act, simply cannot meet such competition. 

In addition to family laundries and linen-supply services who have for years 
taken advantage of this loophole in the law to undersell our industry, numerous 
diaper laundries have recently seized this opportunity to branch out into the 
89646—57———72 
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processing of wiping cloths or industrial towels, thus further encroaching on 
markets formerly held by wiping-cloth laundries. 

They have been able to undersell wiping-cloth processors for the sole reason 
that they have a legally protected privilege to pay wages less than those paid 
by wiping-cloth processors. The manifest injustice of this situation is, I am 
sure, apparent to your committee. 

It is true that H. R. 4575, as introduced by Congressman Kelley, does grant 
a partial measure of relief by excluding from the exemption those employers 
having four establishments or more than a total annual dollar volume of sales 
or servicing of $500,000. The exemption is also somewhat narrowed by the 
addition of the word “commercial” in establishing the 25 percent of sales which 
in the present act may be made to customers engaged in mining, manufacturing, 
transportation, or communications business. 

Even with the exemption as limited by H. R. 4575, however, it should be 
noted that a family, linen supply, or diaper laundry doing an annual volume 
of business of $499,000 could still, if it so desired, sell or service wiping cloths 
or industrial towels to the amount of more than $124,000 per year and still be 
exempt from the minimum wage and overtime provisions of the act. Since the 
annual volume of business of the average wiping-cloth laundry is only approxi- 
mately $250,000, the importance of the exemption, even as limited by H. R, 
£575, is readily apparent. 

It would be a very simple matter for any laundry or corporation to set up a 
separate group of companies so that each company would come under the neces- 
sary dollar volume as indicated in the proposed changes of the Fair Labor 
Standards Act. 

Attached to this presentation is a reprint of page 520 and page 145 of the 
classified section of the Atlanta, Ga., telephone directory. You will notice, for 
example, that there are several firms which are listed as processors of wiping 
cloths. For example, the Atlanta Industrial Service, at 590 Piedmont Avenue, is 
listed as being at the same address as the Tidy-Di-Dee Diaper Service, at 590 
Piedmont Avenue N. E. This firm is listed on page 145 of the Atlanta telephone 
directory and also on page 520. The Southern Industrial Rental Service, at 12 
Randolph Street NE., is a division of the Parker Snow-White Laundry in 
Atlanta, Ga. 

It is our understanding that the Gulf Overall Service, the Independent 
Towel and Linen Service, Industrial Wiper Service, Inc., National Industrial 
Laundries, Rent Em Service, Beuchler Cover and Towel Service, are all exempt 
from the Fair Labor Standards Act. The average wage rate of a laundry is 
about 60 cents an hour, whereas they are competing with us with a minimum 
of $1. This can be multiplied all through the country. These examples should 
be sufficient proof that this is an unfair situation. We'll admit that we do 
not employ the same number of people that the various laundries do. We do not 
ask that the laundries go out of business. We merely request if they are going 
to compete against us, that they be required to compete on equal terms. 

There should be sufficient volume of business for them on regular home laundry 
work and diaper service work. If they don’t want to compete with us under 
the provisions of the Fair Labor Standards Act, then we are satisfied that they 
not come under the provisions of the act. We do, however, request protection 
if they are going to be allowed to compete with us. 

It is for this reason that we urge the change from 25 percent to 10 percent 
of the volume of sales or service which may be made to customers engaged in 
mining, manufacturing, transportation, commercial, or communications business. 

The 10 percent still permitted, if our recommendation is adopted, will more 
than amply cover the occasional sales or servicing of those laundries which 
are primarily local in character and engaged in servicing nonindustrial ac- 
counts. Those laundries doing more than 10 percent of business to firms en- 
gaged in mining, manufacturing, transportation, commercial, or communications 
business should, in all fairness, pay the same wages and overtime which are 
paid by wiping cloth laundries with which they are competing. 

It is our belief that one of the major purposes of H. R. 4575 is to eliminate 
the numerous loopholes which created injustices and unfair competition because 
certain firms are now covered by the act while their competitors are not. It 
was, we believe, to prevent such situations that H. R. 4575 defines “Activity 
affecting commerce” as follows: “includes any activity in commerce, necessary 
to commerce, or competing with any activity in commerce, or where the pay- 
ment of wages at rates below those prescribed by this act burdens or obstructs 








y 
T 
vy 
nh 


is 


MINIMUM WAGE PROTECTION 1119 


or tends to burden or obstruct commerce or the free flow of goods in commerce.” 
(See p. 4, lines 4-9, H. R. 4575.) 

In defining “Activity affecting commerce” so as to include activities “com- 
peting with any activity in commerce,’ the amendment proposed by Mr. Kelley 
takes an important step toward elimination of unfair competition arising from 
the act as at present written. 

If the spirit of this section were carried through to its logical conclusion 
and applied to the laundry industry, no laundry competing with wiping cloth 
jaundries (which are engaged in commerce) would be granted exemption irom 
the act. It is not our intention or desire, however, to seek denial of the ex- 
emption to those laundries engaged almost exclusively in servicing householders. 
The 10 percent which we recommend as the maximum of sales permissible to 
firms engaged in a mining, manufacturing, transportation, commercial or com- 
munications business is a fair and reasonable tolerance. 

In the interest of equity and fair play, we again urge you to support H. R. 
4575 but with the important amendment substituting “10 percent” for “25 per- 
cent” in that section dealing with the laundry exemption (p. 8, line 21, H. R. 
4575). 


THE SEAFARERS INTERNATIONAL UNION, 
ATLANTIC AND GULF District, AFL-CIO, 
New York, N. Y., March 19, 1957. 
Hon. JOHN F.. KENNEDY, 
Chairman, Subcommittee on Labor, 
Senate Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 


DEAR Sirk: I have just finished reading the statement of Mr. Herbert R. O’Conor, 
Washington counsel of the American Merchant Marine Institute, Inc., before 
your subcommittee on March 11, 1957, in opposition to certain provisions of the 
bill S. 1267, which is now pending. As Mr. O’Conor’s statement makes clear, 
during recent years, because of organization and collective bargaining, the status 
of American deep-sea sailors in our economy has been greatly improved. Many 
members of our union have bitter memories of the sordid days when seamen 
earned $30 a month and worked under almost intolerable conditions. These 
conditions remained, regardless of the general prosperity of our economy, until 
seafarers were able to organize themselves in aggressive and efficient unions 
and, through representatives of their own choosing, bargain collectively with 
their employers. Today, as Senator O’Conor has pointed out, the take-home pay 
of deep-sea sailors compares favorably with that of shoreside workers; and while 
we are still subject to the dangers and privations of life at sea, our working 
conditions are fair and wholesome. Indeed, as Senator O’Conor says, deep-sea 
sailors on American-flag ships are earning wages in excess of the minimum 
provided by the Fair Labor Standards Act. 

However, I desire to call the attention of your subcommittee to a large seg- 
ment of the maritime industry, in which seamen are scandalously underpaid, 
ruthlessly exploited, and subjected to working conditions which are a disgrace 
to American industry. I refer to the numerous groups of seamen and allied 
workers who are employed on harbor craft in certain sections of the coastwise 
trade and in related shoreside establishments. These employees, who may be 
found in almost every big American port, are compelled to work dangerously 
long hours for pitiful wages. In many cases, although some of them are semi- 
skilled and skilled, they are paid less than domestic help, and are required to 
work, in many instances, much more than 60 hours a week. 

That this is so, even in the great port of Baltimore, which is Senator O’Conor’s 
home, is shown by the attached clipping of a story which appeared in the Balti- 
more Sun of March 13, 1957, the day after Senator O’Conor’s appearance before 
your subcommittee. The article is written by Miss Helen Delich, maritime editor 
of the Sun. In that port, according to Miss Delich, and our own organizers 
have proved the truth of her statements, some of the employers involved are 
able to hire employees “at a flat salary of $30 to $40 a week and work them 
up to 80 hours or more a week * * *,” 

I want now to cite only two examples of these deplorable conditions: the wages 
paid employees of the Baltimore Steam Packet Co., known as the Old Bay Line, 
and the Norfolk, Baltimore and Carolina Line, Inc. Both of these companies are 
clearly engaged in interstate commerce. The Old Bay Line plies between Balti- 
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more, Washington, D. C., and Norfolk, and the Norfolk, Baltimore and Carolina 
Line serves the ports indicated in its name. Both employers, apparently, have 
prosperous businesses, and are protected from substandard foreign competition 
by our laws which reserve the coastwise trade to American-flag ships. Because 
of the nature of their operations, both are required to file annual reports with 
the Interstate Commerce Commission, and the facts set forth herein are ex- 
tracted from the annual reports for the year ending December 31, 1955. At- 
tached hereto are tables Nos. 1 and 2, both relating only to line vessel employees, 
No. 1 setting forth the hours worked and wages of the Old Bay Line, while No. 2 
sets forth the same data for the Norfolk, Baltimore & Carolina Lines, Inc. The 
titles and numbers of employees, the hours worked, and the compensation are 
the exact figures set forth in the annual reports, which presumably are correct, 
We have computed the hourly rates produced by these figures. 

Please note that, as shown in table 1, Old Bay Line quartermasters and ware- 
housemen, deck employees, oilers and firemen, and bar employees are all paid 
substantially less than 75 cents an hour, which, I am informed, is the average 
hourly rate for unskilled domestic help in the cities served by this line. Stewards 
and waiters, stewardesses and maids, scullions, and other employees in the 
steward’s department are paid less than 50 cents and hour, one-half the current 
minimum wage in interstate commerce. The wages paid by the Old Bay Line 
in excess of the minimum are paid to masters, mates, engineers, and pursers, 
all occupations which, in this dangerous trade, ought to be filled by highly skilled 
and certificated employees. 

As shown by table 2, the Norfolk, Baltimore & Carolina Line pays its deck- 
hands approximately 40 cents an hour, and its oilers slightly more than 50 cents. 
Again as in the case of Old Bay Line, this is an operation in interstate com- 
merce, which is dangerous and accompanied by all the privations incident to sea- 
faring. The lives and safety of passengers and crews, working under highly 
hazardous conditions, are entrusted to these underpaid and cruelly exploited 
employees. 

The accuracy of the hourly rates set forth in our tables depends of course 
upon the accuracy of ibe figures set forth in the aforesaid annual reports. 
These reports show that 50 percent of Old Bay Line is owned by the Seaboard 
Airline Railroad Co., and 50 percent by the Chesapeake Steamship of Baltimore 
City, which I am informed is owned by the Southern Railway. According to its 
annual report for 1954, Old Bay Line has total assets in excess of $5 million. 

Norfolk, Baltimore & Carolina Line, Inc., according to its 1954 annual report, 
has total current assets in excess of $5 million. 

Because of the present prosperity in shipping, and the stability of our labor 
relations, this union during the past year has had an opportunity to investigate 
the types of workers discussed in this letter. They are almost completely unor- 
ganized. They are consistently deprived of their rights to self-organization and 
collective bargaining. Tauey work under unnecessarily hazardous and unsanitary 
conditions. They are required to work disgracefully long hours (some in ex- 
cess of 90 a week). They are excluded from the benefits of the Fair Labor 
Standards Act. We believe that their wages and conditions ought to be inves- 
tigated by your subcommittee. 

We pledge you our whulehearted cooperation to that end. We are at present 
engaged in o~ganizing among these workers in several ports. We are resolved 
to do everything in our power to bring to them the benefits of unionzation and 
collective bargaining. However, our experience shows that organizing them is 
an extremely difficult task, because their wages and working conditions subor- 
dinate them to the caprice and tyranny of their employers. We know of no 
reason why they should be excluded from the benefits of the Fair Labor Stand- 
ards Act. 

Respectfully, 
Paut HAtt, Secretary-Treasurer. 
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TABLE 1.—Baltimore Steam Packet Co. (year ending Dec. 31, 1955) 


Line vessel employees 


Captains... beet dnadceebonee 
Mates .... oe: 

Quartermasters and warehousemen 
Deckhands. Chidioes 
Other deck employees_- 
Chief engineers -__- L 
Assistant engineer __-_- 
Oilers... -... eS 
Firemen. - . -- : a 
Stewards and waiters-_-_.-.__- 
Stewardesses and maids---_- 
Re bie within ges 
Scullions. - 

Bar employees _. 
Others in steward’s department 
Others in purser’s department___- 


Tas_e 2.—Norfolk, Baltimore & Carolina Line, Inc. 


Line vessel employees 


Captains 
ER 
Deckhands.._-- 

Chief engineers... _.-_- neta dee 
Assistant engineers_.......--.-- J 

| SSS aes 
Cooks 


[From the 


Number 


Number 


_ 


orm tor Dd 


| 
| 
|. 
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53, 392 | 


Hours 
worked 


18, 000 
28, 000 
52, 400 | 
18, 000 | 
28, 000 | 
26, 540 
14, 020 | 


saltimore Sun, March 13, 1957] 


(year ending Dec. 


| 

1 

Compensa- | 
tion | 


$28, 460 | 
29, 131 | 
18, 270 | 
27, 450 | 
23, 610 

13, 870 

17, 390 | 


Hours Compensa- Hourly 
worked | tion rate 

wee = a > initia 
14, 548 $24, 749 $1. 709 
31, 326 38, 088 1, 216 
25, 945 15, 986 . 616 
125, 571 66, 186 - 527 
26, 311 | 15, 143 . 575 
16, 129 | 25, 254 | 1. 566 
29, 731 | 37, 850 1. 273 
36, 396 | 23, 705 | . 651 
44, 679 | 28, 196 | . 631 
7, 157 | 47, 936 | . 493 
38, 566 | 14, 978 | . 388 
36, 533 27, 538 . 754 
34, 551 | 12, 452 | . 360 
11, 525 | 6, 574 | . 570 
36, 415 | 15, 622 . 429 
12, 846 | 17, 522 | 1, 36 
18, 920 | . 354 


31, 1955 


Hourly 
rate 


$1. 58 
1.04 
. 349 
1, 525 
. 843 
. 523 
1, 240 


SEAMEN’S Pay Rate BackED—O’CoNoR TESTIFIES AGAINST MINIMUM WAGE PLAN 


By Helen Delich, maritime editor of the Sun 


WASHINGTON, March 12.—Herbert R. O’Conor, lone marine witness at a hearing 
on pending minimum wage legislation, today voiced opposition to eliminating 
exemption of seamen from the wage-law provisions. 

As a resuit of his testimony before a labor subcommittee of the Senate Com- 
mittee on Labor and Public Welfare, it appeared that workers and seamen 
will continue to lack minimum wage protection. 

That fact is almost immaterial in the case of seamen, said Mr. O’Conor, 
Washington counsel for the American Merchant Marine Institute, because their 
present pay is far above the $1 minimum per hour. 

But many crewmen of tugboats, bay boats, barges, and other small domestic 
craft in ports like Baltimore receive as little as 30 to 40 cents an hour. 


AFRAID TO PROTEST 


Many of the workers do not belong to unions. 


pay. 
they need some cash. 


In some instances, the crew 
members are on court parole and glad to have a job, afraid to protest the rate of 


Some are referred to as “winos,” or alcoholics who go to work only when 


Thus the companies involved are able to hire them at a flat salary of $30 to $40 
a week and work them up to 80 hours or more a week, it was reported. 
The opposite is true of regular seamen sailing on oceangoing ships, according 


to Mr. O’Conor’s testimony. 
schedule in port. 


week and receive overtime compensation. 


He said that seamen work on a 40-hour weekly 
At sea when overtime work is necessary they work a 56-hour 
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As a result, the unskilled ordinary seaman has a basic wage of $258.54 per 
month, although he averages more than $400 per month. Mr. O'’Conor said 
seamen receive additional monthly contributions of $53.03 for pension, welfare, 
and vacations, for an overall total of $461.33 per month. 


DIFFERENTIALS CITED 


“Tn the event the minimum wage should be increased in the future, an imerease 
in the basic wage of such workers, for a theoretical work month of 240 hours, 
might well be required although his actual earnings might go considerably beyond 
the minimum wage established in the law,” the witness said. 

“This situation would affect many seamen on dry cargo vessels Whose actual 

arning would far exceed any proposed minimum. * * * 

“It is very likely that any increases for lower ratings would result in a demand 
for similar adjustments for higher ratings in order to maintain the established 
differentials between ratings. 

“The inevitable result, in the light of the developments of recent years, would 
be to add to the wage costs which are already such a problem to the American 
merchant marine,” it was testified. 

A Department of Labor spokesman pointed out that originally there was so 
much conflict of opinion on the marine issue that it was decided not to include 
seamen. Only the same group that was represented today by Mr. O’Conor 
testified then. 

The spokesman added no one has ever appeared to present the case for certain 
marine workers such as the people on barges, tugboats, fishing boats, and other 
types of craft used around the ports. 

“For instance, in Baltimore you have all types of craft operating in Chesapeake 
Bay. Their owners can set the wages at whatever they can hire people for, 
No one can fight them under the law,” the spokesman said. 


STATEMENT OF SOUTHERN PINE INDUSTRY COMMITTEE, ON AMENDMENTS TO THE 
Farr LABOR STANDARDS ACT 


This statement is submitted on behalf of the Southern Pine Industry Com- 
mittee, an organization representing manufacturers of southern pine lumber 
throughout the South. 

Geographically, the southern pine industry covers a vast area stretching from 
Virginia across the South to include Texas and comprising 12 States: Virginia, 
North Carolina, South Carolina, Georgia, Florida, Alabama, Mississippi, Louisi- 
ana, Texas, Oklahoma, Arkansas, and Tennessee. 

Our industry employs approximately a quarter of a million part-time and full- 
time workers, about 93 percent of whom are direct production workers and the 
remainder are indirect workers (mostly office or clerical). Aggregate annual 
wages amount to approximately $400 million. About 23 percent of the Nation’s 
construction lumber requirements are supplied by this industry. The southern 
pine industry is not dominated by a few large units whose output constitutes a 
larger percentage of total production. The industry is essentially small scale. 
Latest Bureau of the Census figures indicate there are over 24,000 sawmills in 
the southern pine States. 

The amendments of 1949 to the Fair Labor Standards Act include what is 
known as the “12-man exemption” applicable to small forest activities. This 
provision exempts from the wage-and-hour provision of the law any employee 
engaged in forestry operations if the total of employees employed by one employer 
in such work does not exceed 12. The exemption was made by the Congress 
after a careful and deliberate consideration of the facts. The exemption does 
not appear to be inconsistent with the purposes of the act; it merely recognizes 
an area in which the act cannot be applied without depriving many persons of a 
small income. This exemption should be retained. 

This 12-man exemption relieves the small wood producers of the wage-and-hour 
and time- and record-keeping requirements which the act originally attempted to 
impose upon them. This relief was absolutely necessary because the producers 





HE 


yer 
‘ess 
oes 
Zes 
fa 


our 
i to 


"ers 


MINIMUM WAGE PROTECTION 1123 


could not get the records of time worked which were required in order to comply 
with the terms of the law. 

Assume that a tract of forest land upon which there are trees to be harvested. 
An independent contractor employing 12 men or less may be employed to do this 
work. It may be necessary to have this job completed in 2 weeks. It is of no 
consequence whether the men work steady for a week and finish in that time, or 
whether between farm chores one day, do their mowing the next, cut wood on the 
day following, and so on for 2 weeks, provided that the job is completed within 
the time allowed. As the law is written, an employer need not be concerned as 
the employees would be exempt and it would not be necessary to keep time 
records for them. 

Without this exemption it would be the responsibility of the employer, and his 
alone, either to see that they did not work more than 40 hours in either of the 
2 weeks for which they were hired, or to compensate them for all overtime, and in 
either case to keep complete records of every hour worked by each man. 

To accomplish this it might become necessary to post an observer to note and 
record the daily time of departure and return of each of the employees. How- 
ever, it would be impossible to know where the employee went or if he chopped 
any wood or if so for how long, unless the observer followed the employee around 
and kept him constantly in his sight. 

This method of operation peculiar to the forest industry has been widely used 
by small operators because it is both convenient and because it permits the worker 
to enjoy complete freedom and to receive pay commensurate with his actual 
accomplishments. It permits economical harvesting of forest products from 
small parcels of land at such times as may best suit the persons immediately 
concerned. In addition, it permits farmers and others in rural areas who are 
temporarily not otherwise employed to earn additional money in their available 
spare time. It is flexible and elastic and so free of the limitation of technical 
and largely uncomprehended legal requirements as to encourage the availability 
of many people for this highly important work who otherwise could not engage 
in it. It has been used for many years and has always been the accepted and 
approved practice with smaller operators. Moreover, it adapts itself to the part 
that the weather plays in our area because the South is the section of the country 
that receives by far the heaviest rainfall in all seasons of the year and it is often 
impossible to do any logging because of the swampy condition of the woods. 

No useful purpose would be served by taking away this exemption. To make 
small wood operations subject once more to the act would bring back the very 
evils which were clearly recognized at the time the amendments were adopted in 
1949 and would certainly produce one or all of three results: 

(1) Go out of business becaues of the practical impossibility of compliance 
with the act. 

(2) Continue and violate the law because of the personal necessities of the 
operator. 

(8) Concentrate operations in the hands of fewer operators with large 
enough crews working together to permit close supervision by foremen or 
timekeepers sufficiently to make and keep legally accepted time records. 

Small, isolated and scattered stands of timber as would not lend themselves to 
this larger type of operation would become uneconomic and the farmers and 
other owners of small tracts would lose all or a large part of the value of their 
forest crop. The significance of such a result will be better appreciated when 
it is recalled that according to the latest forest survey there are 3,875,000 com- 
mercial forest land ownerships less than 100 acres in size. Their total holdings 
of 121 million acres represent one-third of all the forest land in private owner- 
ship in the United States. 

To put small operators out of business and deprive farmers and other part- 
time workers of legitimate opportunities which they have traditionally enjoyed 
would be contrary to the national interests and would deprive the small owner 
of the major market for his timber. Experiment and observation have clearly 
indicated that large operations on small parcels of land are uneconomic and 
without the timber from these small woodlots our national timber supply would 
be seriously impaired. 

We, therefore, strongly urge that the present exemption for forestry opera- 
tions employing 12 or less persons be continued. 
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STATEMENT OF W. G. WINTERS, PRESIDENT, Texas TELEPHONE & TELEGRAPH (Co, 


My name is W. G. Winters, and I live on R. F. D. 4, Harris County, Houston, 
Tex. I am president of the Texas Telephone & Telegraph Co., a small, locally 
owned, independent telephone company operating some 45 small telephone 
exchanges in the rural hamlets and villages of the wide open spaces of Texas. 

My appearance is on behalf of my company and the public we serve. My 
company is one of that segment of the telephone industry known as “independ- 
ent” to distinguish it from the Bell segment of the industry. 

I want to point out to the committee the disastrous effect the proposed legis- 
lation, removing from the Wage and Hour Act the 750-station exemption of 
small telephone exchanges would have on my company. Further, that the effect 
upon my company is representative of the effect the elimination of the exemption 
would have on the small exchanges throughout the great Southwest, as the 
majority of these small exchanges are locally owned and a part of the inde 
pendent segment of the industry. 

The telephone business in America has grown up on a 24-hour basis, 7 days 
per week, 365 days per year. It is a service that must stand ready on demand 
every second throughout the entire year. Nothing less than this will serve our 
people, more especially our rural people who are more remotely located and 
must get the doctor, the market, or the distant neighbor in a matter of seconds, 
Because telephone service must be maintained 24 hours per day, this wage 
provision would hit us three times daily for the three 8-hour shifts. 

Of the 45 small exchanges my company operates, 36 would be affected by 
the elimination of the 750-station exemption and there are, at this time, 5,769 
stations in these exchanges ranging in number of stations from 60 to 450 
stations per exchange or an average of only 160 stations per exchange. 

If the exemption were eliminated, our payroll increase would be $245,138 
per year, or an average of $42.49 per station per year. 

The present average annual local service revenue per station from these 
exchanges is only $41.11 per station. Such an increase in operators’ wages 
would require an increase of more than 100 percent to cover this increase in 
wages alone. While such a change would affect the pay of a very small num- 
ber of people in our company, the impact would fall on the 28,000 or more 
people serviced by these 5,769 telephones either in the form of increased charges 
or in denying them service because they could not afford the cost. 

To place this exemption on a companywide basis would wreak the same inevi- 
table result on the companies involved. The people in these small exchanges 
would still have to foot the bill. My company has no large cities on which this 
excessive load could be added, even if it were proper and equitable to do so, 
which it is not, and there are only a very limited number of companies in the 
whole Nation that could bear the burden which this would bring about. They 
would have to put it on the community exchange involved. 

Those proposing the elimination of the small exchange exemption, if fair- 
minded and if in possession of the facts in regard to the small number of people 
to receive benefit as compared with the thousands of rural people unfavorably 
affected, would withdraw their support from the effort to eliminate this exemp- 
tion in the present law. 

The above increased wage cost cannot be absorbed out of earnings, as in the 
past 3 years our highest net annual profit after taxes for the entire company 
was only $38,000, or less than 3 percent on the capital invested. 

There remains then only the following courses to pursue, viz: 

1. Increase the rates sufficiently to cover the extraordinary additional cost. 
Such a course would prove disastrous because to load $42.49 per year on top of 
present rates would make the monthly rate such that the loss of business would 
be so great there would not be enough revenue increase left to meet the increased 
wage cost. Further, the loss in stations would make the service at the higher 
rate less valuable than the service at the old rate. Further, since the rates within 
the corporate boundaries of the towns or villages are controlled by the councils, 
the loss from this source would bankrupt our company before we could get the 
authorization and the rate into effect, assuming the regulatory body would 
grant such a terrific increase, and such a grant is extremely doubtful. 
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We are experiencing now a very practical example of the attitude of city 
councils involving extraordinary increases as a result of the minimum wage 
and 40-hour week. In this particular exchange, we were petitioning the council 
for an increase as our actual out-of-pocket operating loss was exceeding $9,000 per 
year. Before we could get any action by the council, the minimum wage was 
increased to $1 per hour which immediately increased the out-of-pocket loss in 
this exchange to be in excess of $15,000 per year. The council awarded an 
increase of less than $9,000 per year which still leaves a heavy out-of-pocket loss 
in this exchange which we will be unable to overcome until we change to dial 
and we cannot get dial delivered and in operation for another 12 months. 

In the villages and hamlets where we operate, the telephone company is gen- 
erally the only institution under the Wage and Hour Act and the wages we have 
to pay are so consistently higher than that of people of similar qualifications 
employed in the area it is not a popular matter with the city councils and the 
business people generally. 

2. Chunge to dial and eliminate operators.—Dial equipment cannot be had in 
time to avoid the heavy operating loss because the delivery on dial equipment, 
at present. ranges from 9 to 18 months and the American manufacturers could 
not begin to supply the sudden extraordinary demand which would be thrown 
on them by the speeded-up demand for dial, within a space of time sufficient to 
keep the loss from this additional financial burden bringing my company to 
financial ruin. Even if the factories could and would expand their plants to 
meet this extraordinary speeded-up demand, so much time would elapse before 
the expanded plants could get into production and delivery, we would be broke. 

3. Neil out.—tven if we wanted to sell out, which we do not, if the exemption 
is withdrawn not only the sale value of my company will be ruined but that of 
practically every other small-exchange owner who, at present, is exempt because 
any interested buyer would know that he would have to operate at this terrific 
loss until dial could be obtained and, due to the length of time it takes to secure 
dial, the value would be discounted to cover such terrific loss. 

4. Shut down or curtail service until dial could be obtained.—Such would be 
impossible. The customers would not tolerate such a thing and, further, the 
Jarger adjacent companies would step into the breach created by the shutdown 
and the hue and cry of the disgruntled customers and take over the profitable 
business so that by the time dial could be secured we would find ourselves with 
only the sparse nreas to serve. What concentrated development we have in the 
direct confines of our small towns must be retained or else we cannot maintain 
the service to our farm people. 

I should point out here that we are still staggering under the load created by 
the last increase in the minmium wage and the increased social-security tax. 
Contrary to general thought, this increase from $0.75 to $1 per hour did not 
apply just to our people subject to the Wage and Hour Act receiving less than 
$1 per hour. The resulting increase made it necessary to carry the increase 
right on up the entire hourly scale. 

Congress, in its wisdom, saw fit to put this exemption in the law at its incep- 
tion. Successive Congresses, in their wisdom, have reviewed it and continued it. 

In the meantime, the telephone companies have been striving as rapidly as 
possible to reduce the number of exchanges under the exemption by employing 
all the devices of science without getting the price of telephone service so high 
that the public could not buy it or, so high that the wide distribution of the 
service would be lessened to such an extent as to impair the progress toward 
universal communication. 

Nevertheless, despite all the effort toward wide distribution, especially among 
our rural people (the people my company and all the other small independent 
telephone exchanges serve) the progress was too slow. The Congress amended 
the Rural Electrification Act to make it possible for companies like mine to 
secure the necessary funds to reach the people in our hamlets and on our farms. 
Under this act, my company is moving to dial and a wide coverage of all our 
rural areas and, when all this is accomplished, which should be in the next 3 to 
5 years, all of our people will be under the Wage and Hour Act. Such ork is 
going on all over the Southwest and the Nation under the REA program. 
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My company and other independent companies throughout the Nation serving 
the rural areas could not secure conventional financing for this great change 
under the rates the rural people of our areas could afford to pay. My company 
is an REA borrower and, as above stated, we will bring the most modern service 
science has developed to our rural people at a rate that they can afford to pay 
if we are not forced into financial ruin before this program can be completed, 
We have already converted nine exchanges. 

Congress has also, in its wisdom, created the Small Business Administration 
designed to aid small business in maintaining its financial integrity in our 
economy. It seems strikingly inconsistent to see two great agencies of our 
Government’s efforts to maintain the integrity of small business nullified by the 
action of another act. The removal of the 750-station exemption would very 
definitely throw a monkey wrench into the REA program and throw the field 
wide open in the telephone industry for a greater monopoly in the telephone 
field than we now have and, result ultimately in defeating to a very substantial 
extent, the REA program of bringing the widest possible coverage in communica- 
tion to the rural people. 

We believe that the Congress is motivated by a desire to promote the interest 
of their constituents in the communities involved and there is definitely no 
demand on the part of the people of the communities involved for a removal of 
this exemption, the people who are most vitally affected and who would have to 
foot the bill in the event the exemption is removed. 

Rather, the agitation for the elimination of this exemption is by people not 
even remotely connected with these communities and, for that very reason, 
cannot be conscious of the fact that for the small number of people throughout 
the Nation that would benefit by the removal of this exemption, thousands of our 
citizens in the small towns, hamlets, and rural areas will have loaded on them 
an unnecessary burden or else denied the telephone service because the rate is 
so high they cannot afford it. Our wages in these areas which are now exempt 
are in line with that paid by other people for employees of similar qualifications, 
Were that not the case, we could not maintain our force and the service would 
suffer. 

In Texas there are some 300 of these small exchanges owned by local people 
exclusive of those owned by the Bell Co. and the 2 very large independent or 
n1o0n-Bell companies. 

Texas is in that great western and southwestern drought area where the 
economy of our rural people is in distress and any measure that further adds 
to this distress is another added hardship. 

I earnestly plead with the committee to retain the exemption of the small 
telephone exchanges which will save the small telephone company owner from 
bankruptcy, continue to hold the line against a further advance toward a tele- 
phone monopoly and, with the progress of science and the agencies of Govern- 
ment now operating, this whole matter will be disposed of in the natural course 
of events without bankrupting the little independent telephone owner. 

If you bankrupt the small independent owner, that owner who is furnishing 
the telephone service to the rural areas of two-thirds of Texas and almost 
two-thirds of this Nation, you will banish him forever from the American scene. 





TEXTILE WORKERS UNION OF AMERICA, 
Washington, D. C., Mareh 22, 1957. 
Hon, JOHN F. KENNEDY, 
United States Senate, Washington, D. C. 


Dear SENATOR: A field report just made by a representative of the United 
Steel Workers of America on working and wage conditions in the seafood-nacking 
industry in the New Orleans (Louisiana) metropolitan area highlights the 
urgent need for extension of all provisions of the Fair Labor Standards Act 
to workers engaged in this industry. 

Warten V. Morel of the New Orleans office of the United Steel Workers gives 
the following information : 

Most of the seafood-packing (crabs, oysters, and shrimp) companies in and 
around New Orleans employ roughly 100 employees each. The wage paid to all 
employees in these plants is just $1 per hour. On the basis of a quick survey 
there is a real question as to whether these companies are violating both the 
letter and spirit of the Fair Labor Standards Act by requiring these men and 
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women to purchase the special uniforms, waterproof aprons, and rubber boots 
which have to be worn in such jobs. Most of the employees are standing in 
water all the time. The workers say that their uniforms cost from $3.50 to 
$5.50. This money, of course, comes out of the employees’ own pockets. In fact, 
therefore, they earn less than a dollar per hour. s 

Starting time in these plants is from3a.m.on. Frequently the whole working 
crew is required to report at this ungodly hour only to find the fish has not 
arrived and they must hang around for 3 or 4 hours without pay. The working 
day sometimes stretches as many as 22 hours in one 24-hour period. We were 
told of cases where the working force was sent home after waiting a full 4 hours 
without a penny’s wages and required to report in the next morning again at 
3 a. Mm. 

There is, of course, no overtime pay for hours worked over 40 per week; shift 
premiums are unheard of. There are no fringe benefits whatever. Even such 
elementary protection as a guaranty of at least 2 hours’ pay when called in to 
work is unknown. My estimates of what these workers actually earn, based on 
a number of interviews, is from $470 to $775 per year. There are two seasonal 
peaks in the industry—April to June and August to November. 

Working conditions in these seafood plants are utterly deplorable. Every 
consideration of right and justice demands that these workers be protected in 
some measure by the Fair Labor Standard Act. 

Very sincerely yours, 
JOHN W. EDELMAN, 
Washington Representative. 


TEXTILE WORKERS UNION OF AMERICA 
RESEARCH DEPARTMENT 
New York, N. Y. 


Leading retailing corporations which issue public reports: Selected statistics, 











1955 
| | : 
| Profits 
| Numn- | | before 
| Number | ber of | Num- Profits | taxes 
Company ofem- | estab- | ber of | Year ended | Net sales} before | as per- 
ployees lish- | States taxes | cent of 
| ments net 
sales 
In In 
thou- thou- 
Restaurants and confectionaries: sands sands | Percent 
American News Co 14, 000 | Dee. 31, 1955 | 171, 323 3, 309 | 1.9 
B/G Foods, Inc 1, 000 3 -do_. 6, 501 395 6.1 
Bickfords, Inc : 2, 590 1 90 | _do 31, 245 820 2.6 
Dobbs Houses, Inc_- 1, 100 61 11 | Aug. 31, 1956 10, 075 1,815 18.0 
Fanny Farmer Candy Shops.. 2, 987 ! 400 18 | Dee. 31, 195: 18, 109 1, 165 | 6.4 
Horn & Hardart Baking Co 5, 100 &4 | Sept. 30, 1955 29,930 | 1,448 | 4.8 
Horn & Hardart Co-_. 6, 500 90 | Dee, 31, 1955 43, 793 3, 228 7.4 
Hot Shoppes, Inc-. 3, 350 1 55 9 | July 31, 1955 .| 1,839 
Hotel Corporation of America 3, 250 1 44 | 3 do 28, 687 547 1.9 
Interstate Co__.. 1, 656 126 27 | Dee. 31, 1955 479 
Loft Candy Co---- 2, 250 26 | il ee 17, 024 490 | 2.9 
Prophet (Fred B.) Co_- 3, 625 198 25 an 23, 389 1, 784 7.6 
Shattuck (F. G.) Co-- 8, 068 15] a | 48,272 1, 626 3.4 
Steak ‘N Shake, Ine__..--- 32 5 | Oct. 2, 1955 | 6, 468 961 | 14.9 
Stouffer Corp. _- 2, 500 20 6 | July 31,1955 23, 587 2, 168 9.2 
Thompson (John R.) Co 2, 650 59 15 | Dee. 31,1955 | 17,624 386 | 2.2 
Waldorf System, Inc 4, 000 97 7) G0 2.4 | 19, 206 893 4.6 
Retail stores, apparel and clothing: 
Arnold Constable Corp 2, 500 7 2| Jan. 31,1956 | 29,0638 1, 259 | 4.3 
Best & Co., Inc 2, 200 17 | a GR on cok 38, 071 4, 079 | 10.7 
Bond Stores, Inc. _- 10, 000 181 22 | July 31,1955 85, 177 6, 537 7.7 
Brooks Bros., Inc... 1, 300 5 | _do_. ;} 19598} 1,648 | 8.4 
City Speciality Stores 2, 341 23 10 | Jan. 28,1956 | 42,519 1, 257 3.0 
Diana Stores Corp-. 2, 000 175 | July ; 30, 149 1, 822 6.0 
Franklin Stores Corp. ___.---- 2, 500 155 10 | June 3 30, 327 1! 5.1 
Grayson-Robinson Stores, Inc- 5, 000 174 20 | July , | 94,168 1, 1.3 
Hoving Corp 1, 800 & 6 | Jan. 31,1956 31, 623 2, 175 6.9 
Howard Stores Corp-. 3, 200 73 13 | Dee. 31, 1955 30, 959 1,114 3.6 
Lane Bryant, Inc... 4, 000 164 |_.......| Jam. 31,1956 | 64,569) 3,723 | 5.8 
Lerner Stores Corp... 9, 000 230 40 | _.do | 161,090 5, 047 | 3.1 
Mange] Stores Corp.-- ‘ 1, 500 118 | Oita. eeGaian 1 29, 083 1, 643 5.6 
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Leading retailing corporations which issue public reports: 


1955—Continued 


| 
| Num; 
| Number | ber of | Num- | 





Company | of em- estab- | ber of | Year ended 
| ployees lish- | States 
| Ments | 
| 
Retail stores, apparel etc.—Con. 
mauve (a. W.), ome..........-- 2,000 | 3 : July 31,1955 
Miller-Wohl Co., Inc_..-_---- 3, 235 139 ee 
Neiman-Marcus Co___.__----- DRO Bik gi Jan’ 31,1956 
Penney (J. C.) Co..-...- ‘ab 50, 000 1, 666 48 | Dee. 31, 1955 
Richman Bros. Co---- fs 3,000 | 193 : a... 
Timely Clothes, Inc..--- ped 1, 250 111 . Oct. 31,1955 
Retail stores, Department: | 
Allied Stores Corp... -- 28, 900 7$ 25 | Jan. 31,1956 
Associated Lig Goods re 13, 800 22 10 do__- 
Ayres (L. 8S.) & Co... ™ 2, 700 | 2 Jan. 28, 1956 
Broadway- Hale Stores, Inc._-- 5, 871 18 Jan. 31,1956 
BOO By BC and don cdbennnsoey | 7, 682 | 13 2| Jan. 28, 1956 
Burdine’s, Inc.....-....---- -| 3,500 | 4 _| July 30, 1955 
Carson Pirie Scott & Co-- | 6,558 | 6 2 | Jan. 28, 1956 
City Stores Co-__-_- ..--| 14,000 | 53 15 00... 
Crowley, Milner & Co_- 1, 800 | 1 | Jan. 31, 1956 
Davidson Bros., Inc____- -| 5,000 | 22 | 2| July 31,1955 | 
Emporium Capwell dn eccsat 3, 845 5 | .| Jan. 31, 1956 | 
Fair (The) - 2, 500 4 | | Jan. 28, 1956 | 
Federated Department Stores.| 39, 100 36 | .do__.. | 
Field (Marshall) & Co_. 15, 000 | 8 | 2 | Jan. 31,1956 
Gilchrist Co____- i 1, 350 5 -| July 31, 1955 | 
Gimbel Bros., Inc__- 19, 000 | 19 8 | Jan. 31,1956 
Goldblatt Bros., Inc_ --- 7, 500 | 16 2| Jan. 28, 1956 | 
Halle Bros. Co___-- ‘ 3, 350 6 | 2 De pnecenat 
Hecht Co- as 6, 100 14 | 3 | Jan. 31,1956 
Higbee Co_____- cei 2, 800 1 | Jan. 31,1955 | 
Horne (Joseph) Co-__- | 2,796 4 | Jan. 28, 1956 | 
Interstate Department Stores _| 3, 000 45 14 | Jan. 31, 1956 
Ivey (J. B.) & Co_--_-- | 1, 600 6 | 3 MR ace 
Kobacker Stores, Inc__---- 1, 780 11 2 EO nis 
Lincoln Stores, Inc_.___.---._-| 1, 500 | 17 | 8 | Dee. 31,1955 | 
Macy (R. H.) & Co., Inc___.-| 24, 000 | 32 7 | July 30,1955 
May Department Stores, Inc..| 27, 000 | 29 6 | Jan. 31, 1956 
Meier & Frank Co., Inc______-| 2, 750 2 | Jan. 31, 1955 
Mercantile Stores Co., Inc. -_._|_.---- | 63 | 20 | Jan. 31,1956 
Miller & poneneny 5 Inc.... 2, 100 4 2 | Jan. 28, 1956 
Outlet Co 2 ide 1, 159 | 1 | ..| Jan. 31, 1956 
Die Mee... c....-.._...|. Sib | 2 | 2| Jan. 28, 1956 | 
Rike-Kumler Co..............| 2, 550 1 pS Soa ake 
Schuster (Ed.) & Co., Inc.....| 3, 550 | 3 | | Jan. 31, 1956 | 
Seruggs-Vandervoort-Barney, | 
Inc. S socirteuell 4, 280 | 5 | 2 | July 31,1955 
Stix, Baer & Fuller Co.______- 3, 100 | 2 Jan. 28, 1956 | 
Strawbridge & Clothier. -.___-. | 4, 560 | 5 | 2 io. 
Thalhimer Bros., Inc...-. | 2, 400 | 3 | 2 | 
Weill (Raphael) & Co__- | 1, 150 | 1 | Jan. 31, 1956 
Western Department Stores__-| 1,700 | 4 3 6... 
Wieboldt Stores, Inc_- 5, 421 | § Jan. 28, 1956 | 
Wolf & Dessauer Co--..--_----| 1, 000 | 2 | ao... 
Woodward & Lathrop, Inc_-_--| 4, 269 | 5 2| July 31, 1955 
Younker Bros., Inc----_- | 3, 000 9 | 2 | Jan. 31, 1955 
Zion's Cooperative Mercan- | 
tile Institute - ---- LT Re: 1 | ..| Jan. 31, 1956 | 
Retail stores, drug: | 
Crown Drug Co.. 1, 100 57 3 | i 
Cunningham Drug ‘Stores, ‘Inc. 3, 800 | 191 5 | Sept. 30, 1955 
Gallagher Drug Co. . 1, 182 50 a June 30, 1955 
Gray Drug Stores, Inc___- 1, 700 7 2 -do_... 
of gS eee 1, 550 | i) eee | Dec. 31, 1954 | 
Kats Drag GOo................} 2, 500 | 33 5 | Dec. 31,1955 | 
Peoples Drug Stores, Inc_----- 4, 700 156 Beet do__._- 
Rexall Drug Co__..-.--..----- 9, 500 | 165 | | ee SS a 
Sun Ray Drug Co-----_-_-- 2, 100 150 5 | Jan. 31, 1956 | 
Thrifty Drug Stores Co., Inc.| 5, 000 ee ies. .| Aug. 31, 1955 
WeONAO) 558 2k.... 506... 16, 500 388 | 38 | Sept. 30,1955 | 
Retail stores—Furniture: 
Barker Bros. Corp---.-.--.-.---- 1, 659 | 24 ..--.--| Dec. 31, 1955 
Reliable Stores Corp..-.-.-...-.- 1, 487 46 8 | Dec. 31, 1954 
eS ae ae 1, 200 | 9 3! Feb. 28,1955 


Net sales 


In 
thou- 
sands 


36, 395 
36, 279 
31, 57 


1, 220, O85 | 


31, 73 
11, 970 


12, 054 
42, 57: 
12, 650 
23, 390 


12, 988 | 


39, 515 
57, 570 


153, 465 | 


29, 762 
66, 760 
192, 735 


33, 626 


23, 371 | 


23, 831 


| Profits 
before 
taxes 


In 
thou- 
sands 


1, 989 
746 

1, 243 
06, 945 
3, 231 
455 


2 


172 
, 969 
717 
770 
391 
442 
327 


877 


_ 


Preprone 


701 | 


2, 905 
8, 072 








2 

3, 33 

4, 975 
1, 682 
385 


2, 494 | 


2 
1,175 
799 
3, 461 
3, 763 


768 


103 | 


3, 518 
648 
954 
159 


2, 081 | 


3, 106 
8, 916 

856 
2, 010 
7, 994 


2, 022 
2, 680 
380 


Selected statistics, 


Profits 
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Leading retailing corporations which issue public reports: Selected statistics, 
1955—Continued 





Profits 
Num; | | before 
Number | ber of | Num; | fits | taxes 
Company ofem; | estab- | berof | Yearended | Net sales | as per- 
ployees lish- | States | cent of 


| 


ments | net 
sales 


In 
thous- | ‘ Percent 


| 
sands 
Retail stores—Grocery: } | 
ACF-Wrigley Stores, Inc . 31, 1955 | 245, 455 | 
Alpha Beta Food Markets- ---| 31,1955 | 45, 559 
American Stores.Co.___..----- , 16 2,1955 | 624, 626 | 
Big Bear Stores Co-_.._--- case . . 26, 1955 | 650,381 
Bohack (H. C.) Co., Inc | 3, 72 | Jan. 28, 1956 140, 236 
Colonial Stores, Inc ». 31,1955 380, 009 | 
First National Stores, Inc_- ¥ | 4 . 2,1955 | 470,629 
1, 1955 85, 970 
. 30,1955 | 410,053 
. 31, 1956 35, 387 | 
i . 28,1955 |4, 139, 966 
Grond Union Co.. ar. 3,1956 | 283,003 
Jewel Tea Co., Inc 7, 745 | . 38,1955 | 307, 786 
Kroger Co é 2 | . 31,1955 |1, 219, 474 28, 054 | 
NN CRON io aad dhwich lle oan 7, 456 . é ‘eb. 26,1955 189, 741 4, 860 | 
Lucky Stores, Inc Jan. 1,1956 44,842 | 1,625 
Market Basket 34 . 31, 1955 66, 296 | 2) 634 
Mayfair Markets...........--- | ‘ ‘ | 66,945 | 1,186 | 
National Tea Co____--- 9, 5f | 575,585 | 15, 237 | 
Penn Fruit Co., Inc | 3, 8 < |} Aug. 27,1955 | 108,583 | 3,968 | 
Red Owl Stores, Inc-- 3,8 ‘ | Feb. 25, 1956 95, 074 2, 593 | 
Safeway Stores, Inc | , 837 2 Dec. 31,1955 |1, 932,243 | 27,704 
Shopping Bag Food Stores---- 2,050 | 30 | i 63,694 | 1,602 
Stop & Shop, Inc | 7 | | July 2, 1955 82, 430 1, 698 
Thorofare Markets, Inc | 3 | Dec. 31,1955 | 81,660 | 3,123 
Weingarten (J.), Inc. -- iu < | July 2,1955 77, 796 2, 540 
Winn-Dixie Stores, Inc 3, 6 é | | June 25, 1955 260,814 | 10,435 
Retail stores—Shoes: | | 
Beck (A. 8.) Shoe Corp 5 7 ; Dee. 31, 1955 68,252 | 2,007 
Edison Bros. Stores, Inc 5, 2 7 | 38 | i | 87,204 | 5,026 
Endicott Johnson Corp 20,307 | ! Yov. 30,1955 | 143,058 | 5, 494 
Meliville Shoe Corp 7, 906 | j 3 | Dec. 31, 1955 114, 496 | 11,880 
Nunn-Bush Shoe Co 1, 594 | 3 | Oct. 31,1955 | 14, 947 994 | 
Shoe Corp. of America- 3, 900 91 | |} Dec. 31,1955 | 89,506 | 6,067 | 
Retail stores—Specialties: | 
Dohrmann Commercial Co-_-.} 1, 507 | 5 | | Jan. 31,1956 | 29,316 916 | 
Gamble-Skogmo, Inc_.._------} 3, 664 3 4 Dec. 31, 1955 104, 163 6, 122 | 
United Cigar-Whelan.__----- 3, 500 Sccautientnen ede mecceuwp? - Gee Oee 1, 215 
Western Auto Supply Co_--_--! 7, 057 | 36 ‘ ---d0__..-...} 197,734 | 10, 876 | 
Retail stores—\ ariety: | 
Exgle Stores Co., Inc. ne 1,315 53 aS ON 7, 932 | 371 | 
Fishman (M. H.) Co., Inc_.__| 1, 500 Baal tal sais! 14, 870 | 974 
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Grant (W. T.) Co....-....-...| 27,800 57 2| Jan. 31,1956 | 351,849 | 20,39 | 
Green (H. L.) Co., Ine__..---- 11, 000 | 2 | ae patos | 111,725 6, 877 | 
Kreage (8. 8.) Co., Ine. -.... 35, 000 596 26 | Dec. 31,1955 | 354,651 | 27,083 
Kress (S. H.) Co a | 26,433 | 262 | \. do........| 167,896 | 18,307 
Lamston (M. H.), | 1,075 | BD dius Jan. 31, 1956 16, 925 | 316 | 
McCrory Stores C orp_--- aa 13, 500 2 22 | Dec. 31, 1955 | 109, 705 6, 875 | 
McClellan Stores Co : ; 7, 500 | 23% 29 | Jan. 31,1956 61, 408 3, 471 
Murphy (G. C. J | 28, 000 | 30% 2 | Dec. 31, 1955 196, 423 | 18, 451 
Neisner Bros., Inc_-_-- |} 10,700 39 | sp QO iienca'ek 68, 829 


ot 
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2, 716 
Newberry (J. J. ) Co. 16, 000 76 | lott 190, 690 | 11, 755 
Rose’s 5, 10 & 25-cent Stores. ; 4, 196 38 | oe. ees | 25,344 2, 059 | 
Sprouse-Reitz Co., Ine__-----.} 2, 000 | Dec. 31, 1954 | 24. 014 1, 885 
TG&Y Stores Co... 1, 000 52 | | Jan. 31,1955 8, 956. | 693 | 
Webb's City, Inc. : : | 1, 340 | .-| Aug. 31, 1955 or 999 | 792 | 
Woolworth (F. W.) 91, 000 , 867 | 8 Dec. 31,1955 767,779 | 89, 006 
Retail— Mail order: | 
Alden’s, Inc. | 5,000 | 5 | Jan. 31,1956 | 97,352 | 2,720 
Montgomery “Ward & Co.. 53, 000 | So eS | 969,947 | 73,701 | 
National Bellas Hess, Inc } 1, 400 July 31, 1955 40, 600 1,611 | 
Sears, Roebuck & Co... le 205, 000 | | Jan. 31,1956 |3, 306, 826 |334, 667 | 
Spiegel, Inc... . “invée 6, 500 Dec. 31, 1955 130, 434 8, 872 | 
Laundry and dry cleaning: © 
Chitago Towel Co-__- ; 2, 644 | . ii). we 2 23, 665 3, 502 
u Consolidated Laundries Corp. 3, 200 34 | ----| 218,377 2, 025 
otels: 
Commodore Hotel, Inc.....--- 1, 400 | Dec. 31,1954 | 211,607 | 1,146 | 
Hilton Hotels Corp_..._----- 20, 000 }....-d0__.__.._| 2 120,609 | 11, 490 
Sheraton Corp. of America- ---| 14, 000 | Apr. 30,1955 | 289,376 | 13,153 
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1 Plus. 2 Total income. 
Sources: Moody’s Industrial Manual, 1956 and Moody’s Bank and Financial Manual, 1956. 
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STATEMENT OF BENJAMIN WFRNE, COUNSEL, UNITED FRESH FRUIT AND 
VEGETABLE ASSOCIATION 


My name is Benjamin Werne. I am appearing here as counsel for the United 
Fresh Fruit and Vegetable Association, a nonprofit, nonmarketing nationwide 
association of growers, shippers, and wholesale distributors of fresh fruits and 
vegetables. The headquarters of the association are at 777 14th Street NW, 
Washington, D. C. 

My purpose in appearing at these hearings is primarily twofold: First, to 
urge—yes, to plead—that the exemptions for agricultural labor writen into the 
original Fair Labor Standards Act be continued; second, to suggest that Con- 
gress dissipate the dismaying fog of uncertainty and confusion that has attended 
some of the “interpretations” and “definitions” issued by the various Adminis- 
trators of the act in their attempts to translate legislative intent into practical 
working rules. 


I. NOTHING HAS TRANSPIRED IN THE YEARS SINCE THE ENACTMENT OF THIS MAJOR 
PIECE OF SOCIAL LEGISLATION TO WARRANT ANY CHANGE IN THE AGRICULTURAL 
EXEMPTIONS 


The old arguments are still persuasive. Social legislation, as you are well 
aware, represents a delicate balancing of equities. You must face this question: 
Are employees in agriculture placed at such a disadvantage with respect to 
those in regulated industries that the risk of disrupting our entire farm econ- 
omy must be taken? Is their situation such that farm costs must be pushed 
skyward, with the inevitable “chain reaction” effect on farmers, wholesalers, 
processors, marketing groups, and, inevitably, the consumer? 

There were very good reasons why the agricultural exemptions in their varied 
forms were provided in the Fair Labor Standards Act. If wage-hour provisions 
are applied to agricultural operations closely related to the farmers, can the 
farmer escape without being penalized? Increased costs of packing, processing, 
and preparing commodities for market, especially in rural areas, must result in 
reducing the price return to the farmers. That was the most important reason 
for the exemptions, coupled with the difficulty of applying hourly limitations to 
the processing and handling of seasonal and perishable items. 


1. Operations marked by uncertainty 


Let me review once more the factors which set farming apart from manufac- 
turing. One word can blanket the entire range of arguments which you have 
heard and will hear again and again. That word is “uncertainty’—uncertainty 
as to production needs, as to sources of labor, as to time needed for harvesting 
crops, as to marketability, as to transportation, as to sales, as to costs. The net 
effect is to make agricultural labor vastly different from the employees of 
industry. 

To understand this difference, consider the time factor, the kind of labor and 
the hazards involved in producing a crop from the point of seeding to actual 
transportation to market. 

We are not engaged in making machines where a plant is built, equipped, 
supplies readily obtained, and a weekly output assured to meet a known and 
developed market. This is not coal or bricks. The grower must contend with 
the elements, spray and protect the crop, regardless of hours, and then fight 
wind and frost and drought and rain and pests to harvest it. 

We are handling a perishable, which after all has been done, may or may not 
sell for the costs in it, but it must be sold for what it will bring and sold with 
speed to avoid deterioration. For example, a peach crop is unfit to pick today, 
ready tomorrow, and, if a rain comes, may be on the ground and worthless the 
day after, completely destroyed. The financial return to the grower, for perhaps 
5 years’ investment of capital and labor in bringing the trees into production, 
rests entirely on getting the crop harvested, packed, marketed, and transported 
on time; and that time is short. The labor supply at country points may be 
scant and the price the grower receives in return for his labor is not high. 

Take the case of an apple crop. The Baldwin variety in New York bears a 
crop every 2 years, under good conditions, not allowing for any loss of crop due 
to a freeze or some other factor. A grower has a chance to harvest and make 
15 sales from a tree in a bearing life of 39 years. The tree may take 5 to 8 addi- 
tional years to come into bearing before any crop is obtained. 
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2, Hand labor and long hours are essential 


Hand labor is essential for fruit and vegetable production and handling. 
Apples, pears, citrus fruits, and berries bruise easily and may be ruined if 
roughly handled. This is also true of vegetables to a degree, especially when 
processing and packing them for market. No suitable machine has been devel- 
oped to do the job. A large amount of manual labor is also essential because 
the time in which a crop is fit for harvest is limited. The critical time for 
packing peaches and other soft fruit may be 1, 2, or 3 days. If the number of 
people available is limited, and the time in which to gather the crop is short, the 
only way out is to work as many hours as may be needed to save the food. 

The growing, harvesting, and preparation of fruits and vegetables is also 
necessarily a long-hours industry, for employers as well as employees. These 
commodities must be harvested, shipped, sold, and consumed when they are 
ripe. Nature controls the ripening. It is not something that can be arranged 
for the convenience of the people involved. Starting with Florida products in 
the winter, the growing and marketing season advances north and west. At 
one season the rush is in Florida for the vegetables. Georgia peaches or water- 
melons are the reason for another period of intense activity. Peaks follow one 
upon the other, often overlapping. This accounts, too, for the continuing prob- 
lem of shortage of labor at the right place at the right time. Finally, there is 
heavy local production in the Northern States. The wholesale distributor must 
take care of supplies when they arrive, which is every hour of the day and night. 
These products must be harvested when they are ready, not when you are ready. 
Long hours just cannot be avoided under these circumstances. The industry 
could not remain solvent on the basis of the 40-hour week plus overtime that 
prevails in manufacturing. 

Turn for a moment to the problems of potatogrowers and shed operators. 
Because of lack of storage space, growers haul their potatoes in directly from 
the fields to the sheds. Long hours are worked to get the crop in. During the 
times of heavy movement, sheds may be open often in excess of 12 hours a day. 
Ii is a matter of extreme importance to growers to utilize every available hour 
of good weather to get their potatoes out of the ground and haul them to the 
sheds so as to protect them from the hazards of rainy weather and other factors 
that may result in damage. Hours at the sheds have, therefore, been adjusted 
to meet these requirements. 

The manager of such a shed is located in some instances several miles from 
the head office. There is no method by which he can be supervised and his 
actual hours determined. He exercises his own discretion as to when he should 
open and close. If a customer comes, he takes care of him. He is interested 
in the success of his operation and wants to be in position to take in every load 
that is tendered by his customers. The business is highly competitive, so he is 
just as willing to take a load at 7 o’clock in the evening as in the middle of the 
day. It is very important that he does not keep hours in the industrial sense 
or try to adhere to a rigid schedule for opening and closing. It is apparent that 
his situation is entirely different from that of an industrial employee who works 
in a plant and is busy during a set working period at a machine or bench. 

8. Costs cannot be passed on 

Some people accept the fact that the costs of growing a crop—spraying, ferti- 
lizing, tillage—must be paid for by the grower. It is difficult to make them 
understand that the crop has no value on the farm and that the only chance for 
the grower to get a return depends on his ability to find a market and a price 
at that market in excess of the cost of growing and preparing the crop and 
placing it at the market for sale. 

All of the costs of charges of packing, packaging, washing, grading, conserva- 
tion, putting the commodities on board some transportation agency for ship- 
ment to market, come squarely out of the pocket of the grower. They cannot 
be passed on to the consumer. This is axiomatic. 

It is practiceally impossible to measure costs and plan sales as can be done 
in industry, where costs are largely fixed and the markets fairly planned. The 
uncertainty of intake is another headache. The growers’ returns may not be 
known until the end of the season, after all sales are made. Agriculture would 
not be in its present plight if that were not the situation. The farmer has had 
to pay rising prices while his return was declining. Perishable products have 
to be sold for what they will bring. If it were otherwise, some perishables 
would not be sold in markets year after year at barely enough to pay freight 
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charges. Anyone who is interested in handling these commodities is quite 
familiar with the situation. 


5. Spiraling costs are a threat 


Along with the attack on the exemptions must be considered the proposals for 
increasing the minimum wage. As we have noted, farm costs are now on an 
upward swing. To threaten the farmer with still further cost increases py 
catching him up in a spiraling wage curve would be to threaten the entire farm 
economy. The minimum goes up to $1 now, to $1.25 or $1.50 in a year, and so on, 
Where do we stop? An increase in the statutory minimum would not be re- 
stricted to a simple increase in minimum wages, as you gentlemen well know, 

When you increase the wage paid to the most inexperienced, least skilled and 
comparatively least productive class of workers, there is bound to be a demand 
for corresponding increases by more experienced, more productive and more 
skilled workers. By reason of that very experience and skill, the demand— 
and rightly so—that a premium above the rates paid to the unskilled be main- 
tained. Thus, the process of boosting wages spirals up through the entire range 
of employees, not stopping at those who are not directly affected by the law. 

Such a general increase results in higher costs of production. Where these can 
be passed along to the consumer, that is done; with the prospect of a new in- 
flationary push to the already high cost of living. Where the cost increases 
eannot be passed along, as we have seen is often the case with farmers and other 
agricultural employers, the effect is to depress living standards. One segment 
of the economy benefits, in the short run at least, only at the expense of another 
segment. Eventually, we all go down together. 

Even though the exemptions are unchanged, do not forget that farmers com- 
pete with industry in obtaining labor. If minimum wage rates, particularly in 
industries closely related to agriculture or in the areas of agricultural production, 
are steadily increased, many farmers are inevitably forced to pay higher rates 
to farm labor. Farm prices and labor costs are thrown out of balance. But 
when farm prices go up, there is no guaranty in a free market that the higher 
prices will be paid. 

The grower of perishable fruits and vegetables, like the rest of our farmers, 
is caught in a cost-price squeeze. Costs are already too high. Desirable as are 
the social and other advantages that might accrue to some individuals if the 
exemptions for agricultural laborers were obliterated or watered down, the effect 
on farm and food costs would be devastating. Agriculture is an essential 
minority in the United States. It is a mark of statesmanship for the majority 
to safeguard the well-being of that minority. 


Il. THE LAW LEAVES SO MANY PROBLEMS TO BE RESOLVED BY THE ADMINISTRATOR 
THAT AN EMPLOYER CAN GET NO CLUE AS TO HIS STANDING UNDER THE STATUTE 
SIMPLY BY READING THE ACT ITSELF 


Much difficulty has arisen because of the unusual powers granted to the Ad- 
ministrator. Many of them are legislative in character. The law should be so 
framed that coverage can be clearly ascertained from its terms and the exemp- 
tions should be set forth in the act without leaving it to the Administrator to 
create exemptions by definition. 


5. Artifical distinctions created 


In administration of the act, it seems clear that every effort has been made 
to extend coverage to every possible individual by hairline distinction and 
strained construction of the language. Ridiculous and artificial distinctions 
have been made: words have been defined contrary to the usual and customary 
sense in which they have been understood in the industry involved. Some of 
the employees in an establishment are exempt while others in the same estab- 
lishment are held to be covered. An employee may be exempt one week and 
covered the next. The rule is well settled, according to the courts, that an 
exemption cannot be had under the act unless the employee’s entire workweek 
is spent in the exempted activity. “In other words,” as one district court noted 
in Wyatt v. Holtville Alfalfa Mills (and the cases cited therein), “if, during 
any workweek an employee performs work some of which is exempt under the 
section and some of which is not exempt, the exemption does not apply to him 
during such a workweek.” Similarly, a business may be classed as retail one 
day and wholesale the next. 
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6. Area-of-production definition discriminatory 

Very much in point is the matter of defining the “area of production.” Do 
you realize that more than 17 years passed before there was a valid definition 
of that phrase, acceptable to the courts? 

When the original act was being drafted, there was almost unanimous agree- 
ment in both Houses of Congress that agricultural labor should be exempt from 
the law’s provisions. One Senator wanted an exemption for the small apple 
growers of his State; another sought to protect small tobacco growers and 
warehousemen. Section 13 (a) was evolved to meet all these demands, graut- 
ing an exemption under the area of production concept. 

Overtime and minimum wage exemptions are provided in section 13 (a) (10) 
for employees engaged within the area of production in (1) handling, packing, 
storing, ginning, compressing, pasteurizing, drying, preparing in their raw or 
natural state, or canning of agricultural or horticultural commodities for mar- 
ket; or (2) making cheese or butter or other dairy products. Authority to 
define this phrase, for the purpose of this section and also the limited exemp- 
tion in section 7 (c), lies with the Administrator. 

In 1944, the first definition, based on the number of employees in an estab- 
lishment, was declared invalid by the United States Supreme Court (Addison 
y. Holly Hill Fruit Producis). Considering the legislative history of the act, 
the Court noted that employment in agriculture was meant to be the most far- 
reaching exeinption in the act, and closely related to it was the area-of-produc- 
tion exemption covering workers engaged in processes for the marketing of 
agricultural products doing their work in close proximity to the sources of the 
products. A new definition was required by the Court. Two and one-half years 
passed before a new definition was even issued. Being deprived by the decision 
of the Supreme Court of the use of the number of employees in the plant as 
a factor in a definition of area of production, the matter of writing the defini- 
tion turned out to be a difficult one. By using the number of employees as 
criterion for the exemption, the Administrator was able to exempt the smaller 
plants thus carrying out what he considered to be the intention of Congress in 
the original act. After the decision of the Supreme Court in the Holly Hill 
“ase, he wrote a complicated definition, turning on the following questions: 

1. Is the establishment located in the open country or in a rural community? 

2. Was 95 percent of the commodities used during the preceding calendar 
month received from normal rural sources of supply located not more than 
specified airline distances from the establishment? 

“Open country or rural community” has been defined to exclude towns larger 
than 2,500 population, or areas within stated distances from towns of certain 
sizes. Airline distances that have been set vary from 10 to 50 miles. The texts 
of the definitions are as follows: 

Sec. 536.1. Area of production as used in section 7 (¢c) of the Fair Labor 
Standards Act. 

(a) An employer shall be regarded as engaged in the first processing of any 
agricultural or horticultural commodity (other than Puerto Rican leaf tobacco) 
during seasonal operations with the area of production within the meaning of 
section 7 (c) if he is so engaged in an establishment which is located in the 
open country or in a rural community and in which such first processing is per- 
formed on commodities 95 percent of which comes from normal rural sources 
of supply located not more than the following airline distances from the estab- 
lishment: (1) With respect to grain, soybeans, eggs or tobacco, 50 miles; (2) 
with respect to any other agricultural or horticultural commodities, 20 miles. 

(b) For the purposes of this regulation: (1) Open country or rural com- 
munity shall not include any city, town, or urban place of 2,500 or greater popu- 
lation or any area within 1 air line-mile of any city, town, or urban place with 
a population of 2,500 up to but not including 50,000; or 3 airline-miles of any 
city, town, or urban place with a population of 50,000, up to but not including, 
500,000; or 5 airline-miles of any city with a population of 500,000 or greater 
according to the latest available United States census. 

(2) The commodities shall be considered to come from normal rural sources 
of supply. within the specified distances from the establishment if they are re- 
ceived (i) from farms within such specified distances, or (ii) from farm as- 
semblers or other establishments through which the commodity customarily 
moves, which are within such specified distances and located in the open coun- 
try or in rural community, or (iii) from farm assemblers or other establish- 
ments not located in the open country or in a rural community provided it can 
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be demonstrated that the commodities were produced on farms within such 
specified distances. 

(3) The period for determining whether 95 percent of the agricultural or 
horticultural commodities are received from normal rural sources of supply 
shall pe the last preceding calendar month in which operations were carried 
on for 2 workweeks or more, except that until such time as an establishment 
has operated for such a calendar month the period shall be the time during 
which it has been in operation. 

(4) The percentage of commodities received from normal rural sources of sup- 
ply within the specified distances shall be determined by weight, voluine, or 
other physical unit of measure, except that dollar value shall be used if differ- 
ent commodities received in the establishment are customarily measured in 
physical units that are not comparable. 

Sec. 536.2. Area of production as used in section 13 (a) (10) of the Fair 
Labor Standards Act. 

(a) An individual shall be regarded as employed in the area of production 
within the meaning of section 18 (a) (10) in handling, packing, storing, ginning, 
compressing, pasteurizing, drying, preparing in their raw or natural state, or 
eanning of agricultural or horticultural commodities for market, or in making 
cheese or butter or other dairy products. 

(1) If the establishment where he is employed is located in the open country 
or in a rural community and 95 percent of the commodities on which such 
operations are performed by the establishment come from normal rural sources 
of supply located not more than the following airline distances from the estab- 
lishment: (1) with respect to the ginning of cotton, 10 miles; (ii) with respect 
to operations on fresh fruits and vegetables, 15 miles; (iii) with respect to the 
storing of cotton and any operations on commodities not otherwise specified in 
this subsection, 20 miles; (iv) with respect to the compressing and compress 
warehousing of cotton, and operations on tobacco (other than Puerto Rican leaf 
tobacco), grain, soybeans, poultry, or eggs, 50 miles. 

Then follows in practically the same language the distances and definitions 
as above provided in connection with section 13 (a) (10). 

For more than a year, extensive hearings were held at which interested 
groups were invited to testify before this definition was promulgated. There 
was repeated and undisputed testimony that any definition based on a popula- 
tion factor would be discriminatory, unfair, and not based on a sound distine- 
tion as recognized in the act or in the Supreme Court decision. Nevertheless, 
this factor was used. 

This has had many confusing and contradictory and artificial results. An estab- 
lishment (such as a grain elevator) in a town of 2,500 is treated differently than 
one located in a town of 300, although there they are in all respect similar as to 
the kind of business transacted, character of employment, wages, and hours. They 
may even be in direct competition—and surely are in indirect competition. 

If an operator happens to take in a few truckloads of grain from an area 
beyond 50 miles, then during that time he is under the act. Employees can be 
exempt during one period and not exempt at another time, because the Admin- 
istrator as held that an exemption can be one had during one week and lost the 
next. 


7. Supreme Court held regulation valid 


When the Supreme Court of the United States had before it the definition by 
the Administrator of “area of production,” with the limiting concept of 2,500 
population, that Court sustained a definition based on population as a valid regu- 
laiton by the standard used in the Holly Hill case. The Supreme Court in both 
cases—namely, the Holly Hill case and the Mitchell v. Budd case, considered the 
problem within the area of constitutional law. In deciding as it had, the Court 
merely sustained the power of the Administrator to promulgate the definition 
within the pattern of discretion delegated to the Administrator by an act of 
Congress. This does not mean judicial approval or legislative confirmation of 
a regulation which, in fact, is unfair and detrimental to the interests of this 
industry. 

At this late stage of constitutional development, it must be accepted as an 
axiom of constitutional law that delegated power is within the realm of congres- 
sional discretion, and, in the absence of capricious exercise of delegated power, 
the area of administrative law is extremely broad. Indeed, the breadth of admin- 
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istrative power has led to this criticism. There is in existence, consequently, 
a power being exercised by an agency which is parallel to that of Congress. 
This agency is not subject to the limitations placed upon Congress itself by the 
mechanics of our political system. A statute passed by Congress is subject to 
the indirect referendum of the voter, who can determine the course of legislation 
and express the need for changes in legislation, where necessary, through legis- 
lative representatives in the House or in the Senate. But an administrative 
official becomes insulated from the expression of need and opinion in our political 
life. He is able to exercise a large area of power which can be arbitrary. 

In both the Holly Hill case and Budd case, the Supreme Court recognized 
the complicated economic factors that are involved. The Court took cognizance 
that the definitions of “area of production” could not produce equality. The 
Court recognized that variables are numerous and that the desirability of 
formulas was subject to disagreement by experts. The most that the Court could 
say for the established regulations was that “the Administrator fulfills his role 
when he makes a reasoned definition” and “it is enough for us that the expert 
(meaning the Administrator) stayed within the allowable limits.” We main- 
tain that “allowable limits” and a “reasoned definition” are not satisfactory 
standards within which to throttle an industry of this magnitude. Constitu- 
tional power and contstitutional law are one thing. Economic and social phe- 
nomena are another. This industry must not be sacrificed on the altar of 
juristic affection. It is obvious, in the analysis of the Administrator which was 
embodied in the opinion of the Supreme Court in the Budd case, that the definition 
of area of production is based upon a pattern of industry and a picture of the 
American economy which is outdated, and not contemporary. The findings of the 
Adininistrator, in arriving at the test of 2,500. recognize the absurdity of attempt- 
ing to distinguish between “urban-industriai” and “rural-agricultural”’ commu- 
nities on the basis of population. Mind you, in the Budd case, these findings 
were dated December 18, 1946. I repeat, 1946. What were the criteria that the 
Administrator used in connection with fixing this arbitrary figure of a 2,500 popu- 
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lation “as a class * * * (which) are predominantly industrial” as against places 
with populations of less than 2,500 as “predominantly agricultural’? These 
criteria are either ephemeral or based upon a picture of the American community 
which does not exist any more in this year of 1957. The Administrator states 
that the definition is one which is that of a “class.” What precisely does this 
mean’? He states that the 2,500 limit has been the official dividing line between 
“rural” and “urban” employed by the Bureau of Census in its studies for over 
35 years before 1946. This dividing line, he states, is also accepted and used by 
the Bureau of Agricultural Economics, the Federal Emergency Relief Adminis- 
tration, the Works Progress Administration, and other Government agencies. 

Mark you, the Administrator is basing this arbitrary figure of 2,500 on the 
basis of a picture of American agriculture and industry which has become 
rigid for a preceding generation and was used for a depression economy. 

There does not seem to be the least glimmer of realism that the face of the 
American community has changed in the last 10 years. The expansion of the 
city through suburbia and the sudden creation of communities throughout the 
length and breadth of this country in the last decade is forgotten. There seems 
to be no recognition at all of matters which are common knowledge to every 
member of this committee. The farmland of 1946 has become the site of the 
building community of 1957. The isolated prairie has become the hubbub of 
activity in a modern Levittown community. 

Without laboring the point in too great detail, are we not dealing with 
absorbing historical data but horribly distorting the facts of contemporary life? 
Has not the unfortunate result been to strangle the aim of Congress which the 
Supreme Court stated in the very case of Mitchell v. Budd was “to exempt em- 
ployees ‘employed in agriculture and thus engaged in agricultural enterprises in 
the area of production’”? The purpose of Congress was very clear. It was 
an attempt, legislatively, to provide for relief to agriculture. That has been 
the purpose of a large body of legislation passed by the Congress and is the 
expression of the public policy of our Government through the people. 

That purpose is being frustrated and hamstrung by the delegation of power 
to an administrative agency. It is our position that Congress should by legis- 
lation fix the standards for determining what is “area of production.” It is 
the responsibility of Congress and the duty of Congress. 
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Ill. THE PROBLEMS OF KEEPING THE REQUIRED RECORDS AND COMPUTING REGULAR 
RATES OF PAY WOULD PRESENT INSURMOUNTABLE DIFFICULTIES 


Every employer must maintain and preserve payroll or other records contain- 
ing certain information and data with respect to each and every employee to 
whom the minimum-wage and 40-hour-week overtime provisions apply. Twelve 
such items are spelled out in the official regulations of the Wage and Hour 
Division, as follows in part: 

(1) Name in full, and on the same record, the employee’s identifying symbol 
or number if such is used in place of name on any time, work, or payroll records, 

(2) Home address. 

(3) Date of birth if under 19. 

(4) Occupation in which employed. 

(5) Time of day and day of week on which the employee’s workweek begins, 

(6) (i) Regular hourly rate of pay for any week when overtime is worked 
and overtime excess compensation is due under section 7 (a) of the act; (ii) 
basis on which wages are paid (such as “90 cents per hour,” “$7 per day,” “$40 
per week”), and (iii) the amount and nature of each payment which, pursuant to 
section 7 (d) of the act, is excluded from the “regular rate” (these records may 
be in the form of vouchers or other payment data). 

(7) Hours worked each workday and total hours worked each workweek (for 
purposes of this section, a “workday” shall be any consecutive 24 hours). 

(8) Total daily or weekly straight-time earnings or wages; that is, the total 
earnings or wages due for hours worked during the workday or workweek, 
including all earnings or wages due during any overtime worked, but exclusive 
of overtime excess compensation, 

(9) Total overtime excess compensation for the workweek; that is, the excess 
compensation for overtime worked which amount is over and above all straight- 
time earnings or wages also earned during overtime worked, 

(10) Total additions to or deductions from wages paid each pay period. 
Every employer making additions to or deductions from wages shall also main- 
tain, in individual employee accounts, a record of the dates, amounts, and 
nature of the items which make up the total additions and deductions. 

(11) Total wages paid each pay period. 

(12) Date of payment and the pay period covered by payment. 

In addition, payroll records and written individual contracts or agreements 
must he preserved for 3 years. What are referred to as “supplementary basic 
records” must be preserved for a period of at least 2 years, including (1) basie 
employment and earnings records, (2) wage rate tables, (8) worktime schedules, 
as well as order, shipping and billing records, and records of additions to or 
deductions from wages paid. 

Are the farmer, the applegrower, the potato planter to be asked to assume the 
time and cost burden of trying to establish and maintain such records for their 
shifting labor force? Is it possible and practical for them to do so. with the 
best will in the world? To cloud the picture still further, remember that the 
farmer and grower make substantial changes from one year to the next in 
crop acreage, reflected in fluctuating labor requirements. Part of the time, 
the farmer and his employees would be covered by the regulations; part of 
the time, they would not. 

Family groups often perform this work, being paid as a unit. Put some 
members of the group may work an hour or two in the morning and the same 
that evening, while others put in a full day. This system would be impossible if 
there were coverage under the wage-hour law, necessitating fantastically com- 
plex and complicated records. 

There would also have to be records of the kind, amount, and estimated value 
of items often furnished to farmworkers aside from the money wages—lodging 
in camps, food, water, transportation, fuel. These would have to be evaluated 
and counted in determining compliance with minimum-wage provisions, and in 
fixing a “regular rate” for overtime purposes. 

Equity on the farm dictates a piecework basis for payment in most instances. 
These rates vary from place to place and from crop to crop, and also differ ac- 
cording to whether it is “first picking” or “last picking.” Skill, speed and 
ambition pay off in higher earnings. What will happen to the farmer’s costs 
when piece rates must be set so that even the slowest and least productive 
worker will be able to earn the specified minimum wage? If piece rates are 
not to be raised to prohibitive levels, some form of supplemental payment would 
have to be arranged—a payment that would represent wages for work not done. 





MINIMUM WAGE PROTECTION 1137 


Doesn’t this form of wage guaranty invite the employee to take it easy on 
the job? 

All of these complicating factors, and many others that would take too long 
to recite, provide further evidence of the wisdom of the legislators who drafted 
the original act in providing agricultural exemptions. 

For all the reasons that have been explored in this brief presentation, it is 
earnestly recommended that the agricultural exemptions in the Fair Labor 
Standards Act be retained to avoid imperiling the economic position of farmers 
and allied employers. It is further recommended that Congress take a hand 
to dispel the confusion and discrimination that have attended the administration 
of the act. 


STATEMENT OF RALPH HELSTEIN, PRESIDENT OF THE UNITED PACKINGHOUSE 
WoRKERS OF AMERICA, AFL-CIO 


In this brief statement the discussion will be limited to indicating several im- 
portant areas of interest which afford persuasive evidence demonstrating why 
the United Packinghouse Workers of America, AFL-CIO, strongly supports 
8. 1267 and H. R. 4575, identical bills to extend coverage of the Fair Labor 
Standards Act. 

First, we support these bills because they extend coverage to an estimated 
1.5 millon of hired agricultural workers. In such widely separated areas as 
Louisiana, Florida, Arizona, California, and Puerto Rico, our organization has 
encountered the-kind of direct and firsthand experience which drives home to 
us the crying need for the kind of protection on behalf of farmworkers which 
could be obtained at present only through an amended Fair Labor Standards 
Act. The dominant position of large growers—whether of sugarcane in Lou- 
isiana, Florida, and Puerto Rico, or of lettuce in California, or melons in 
Arizona—historically has operated as a roadblock against any significant im- 
provement of wages and conditions for the workers in large-scale and, fre- 
quently, corporate agriculture. Since the plantation system in growing sugar- 
cane has continued to rule in the South, with most of the workers Negroes, 
the customary substandard wages and conditions have become firmly en- 
trenched. 

In California and Arizona, where migratory labor is heavily relied upon, 
there also substandard conditions are perpetuated in a vicious circle. “Prevail- 
ing wages” are determined for workers whose bargaining power is extremely 
weak—in part because they are migrants and often because they are Spanish- 
Americans or members of some other minority group fearful of being vic- 
timized because of their racial or national origins. 

Substandard wages having been found as “prevailing,” “labor shortages” in 
respect to local labor can be “proven.” Whereupon the stage is set to make 
a superficially persuasive case for bringing workers from Mexico—or, in the 
ease of Florida, from the British West Indies. 

This vicious circle, with its seeming plausible bases, can only be broken 
by the kind of remedial legislation that is embodied in the bills we are here 
supporting. We are frank in stating that the exemption proposed in these 
bills—as an ultimate goal—is too liberal. The language of the bills on this 
point provides coverage for “any empluyee empolyed in agriculture during any 
calendar quarter by a farm enterprise which used less than 400 man-days of 
hired farm labor during each of the preceding four quarters other than labor 
performed by members of the family of a farmer-operated enterprise.” 

In time, we trust that coverage would be broader than that established 
by the language just quoted—making an exception, of course, for family labor 
as defined in the bills. But as a first long step in the right direction, the pro- 
posed extension of coverage is much to be desired. To discriminate against 
farmworkers in large-scale and typically highly profitable agriculture, as 
provided in the present act, is inequitable and inexcusable. The present double 
standard which operates to the great disadvantage of these workers should 
end at once. 

Next, we strongly urge the end of the 14-week’s exemption periods as to over- 
time for cannery workers. Existing law is a severe burden on these seasonal 
workers whose incomes are already entirely inadequate. Inasmuch as women 
provide the bulk of seasonal cannery workers, what amounts to the encourage- 
ment of overtime under the act as it is now written, is doubly objectionable. 








1138 MINIMUM WAGE PROTECTION 


We also strongly favor the extension of coverage into the kinds of food and 
fiber processing which are now exempted because they are allegedly in agri- 
culture. 

These bills, themselves, do not seek to increase the minimum wage to $1.25 an 
hour, and improvement whose benefits would have a great and beneficial im- 
pact, particularly in the South—and for local merchants as well as for great 
numbers of workers. But to the degree that workers not now covered are 
receiving less than $1, it must be recognized that an abnormally large propor- 
tion of them are in the South. And this sizable group is not by any means 
confined to agriculture. Therefore, we recognize that the proposed extensions 
of coverage, as contained in these bills, have special meaning, in practical 
terms, for the South. To the degree, moreover, that such extensions of cover- 
age would facilitate the transition to a legal minimum of $1.25, the bills here 
under consideration are entitled to whole-hearted support. 

In conclusion, we must emphasize that the extensions of coverage that are 
contained in this bill—including those in clerical and related types of em- 
ployment—are urgently needed in order to eliminate long, standing, illogical, 
and inequitable mistreatment of millions of hard-working, but underpaid, 
Americans. 


UNITED TEXTILE WORKERS OF AMERICA, 
Washington, D.C., March 13, 1957. 
Hon. Lister HIL1, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D.C. 

DeaR SENATOR Hitt: The United Textile Workers of America, AFL-CIO, 
respectfully urges recommendation of the extension of the minimum wage cover- 
age in line with the provisions of Senate bill 1267. 

While the administration in its position recognizes the principle and the neces- 
sity for extended coverage, our union contends that the limited proposals do not 
meet the requirements of our economy in raising substandard minimums and 
increasing purchasing power. 

With the uncertainties and mixed opinions of future business prospects, a 
substantial coverage of the dollar minimum would be helpful to many industries 
including textiles. This industry is now in a slump, with mill closings and curtail- 
ments causing widespread unemployment. Many of our former members, affected 
by these mill closings, are now trapped in these uncovered jobs and they are the 
family breadwinners. Favorable action on 8. 1267 would create, in its true sense, 
“a Fair Labor Standards Act.” 

Sincerely yours, 
INTERNATION AL EXECUTIVE COUNCIL. 
ANTHONY VALENTE, President. 
LiLoyD KLENERT, 
Secretary-Treasurer. 


STATEMENT OF R. H. Rowe, VIcE PRESIDENT AND SECRETARY, UNITED STATES 
WHOLESALE GROCERS’ ASSOCIATION 


My name is R. H. Rowe. I am vice president and secretary of the United 
States Wholesale Grocers’ Association, a national trade organization of inde 
pendent wholesale food and grocery distributors, with headquarters in Washing- 
ton, D.C. 

We would like to enter vigorous objection to proposals: 

1. To eliminate the exemption of outside salesmen from the minimum wage 
and maximum hour provisions of the Fair Labor Standards Act. 

2. Eliminate the exemption of motor carrier employees from the overtime pay 
provision. 

3. To extend the coverage of the act to activity affecting interstate commerce. 


EXEMPTION FOR OUTSIDE SALESMEN 


We urge that the exemption for outside salesmen be retained in the act. In 
the wholesale grocery business, the outside salesman is on his own so far as 
hours per day and days per week are concerned. In this respect he is under no 
supervision or control by his employer. 
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He is paid for results and not on the basis of time spent in achieving those 
results. 

A survey made by our association covering salesmen’s compensation in 1952 
showed that there were 39 different ways in which wholesale grocer salesmen 
were paid. 

Chiefly they were salary, commission, profit sharing and various combinations 
of those methods and of other factors, including quotas, bad debts, collections, 
delivery cost, travel cost, or age of accounts. 

None of these 39 methods had any reference or application to days or hours 
worked. 

We do not see how a 40-hour week and overtime hours can be superimposed on 
such a variety of payment methods or on the varied work of salesmen or on 
their exercise of initiative, without greatly lessening their effectiveness and 
progress of their firms. 

The wholesale grocer salesman is becoming less and less an order taker and 
more and more a merchandising counselor to his retailer customer, giving the 
retailer advice on modern store operation, equipment, advertising, and plans for 
instore promotion of sales to consumers. 

Such activity both builds volume for the salesman and assures its continuity. 
We do not believe that this and the other work of the salesman can be fitted into 
the pattern of the 40-hour week. 

To do so we think could be a bar to the continued success of the salesman and 
of his firm, in the highly competitive conditions of modern food distribution. 


OVERTIME EXEMPTION FOR MOTOR CARRIER EMPLOYEES 


We urge that the exemption from overtime pay for truckdrivers and related 
eraployees be retained in the act. Drivers and their helpers are the most im- 
portant of such motor employees to the business of the wholesale grocer. 

While the driver and his helper are performing their duties, they, like the 
outside salesman, are away from their employer’s place of business and operate 
without employer supervision when so occupied. 

The ICC regulations require a driver who goes out more than 50 miles and who 
is engaged in interstate transportation to keep a log of his trip, but both he and 
his helper are without direct supervision with respect to allotment of time for 
their various duties. 

In cases where the log is not required, the driver and his helper are strictly 
on their own with respect to time necessary for completion of their work 
assignment. 

Delivery drivers employed by wholesale grocers are engaged in what has been 
called multiple-stop, diminishing-load operations, which would be especially hard 
to regulate as to time, and many of such drivers operate only locally so that 
they do not keep any logs. The keeping of a driver’s log, incidentally, is a very 
great burden and one that would be almost impossible to enforce in local 
distribution. 

We think the elimination of this exemption would raise serious operating 
problems by wholesale grocers affected—-would render them less able to effect 
economies in their trucking operations. 


INCREASING GENERAL COVERAGE 


We oppose attempts to extend the coverage of the act to acivity affecting 
interstate commerce. 

Employers would not likely know whether they are covered by the act or not, 
would not know the act applied to them until after complaint and legal determi- 
nation which could subject them to ruinous back-wage liabilities. 

We see no reason to put essentially intrastate business in such confusion and 
such jeopardy, or to blur the distinction between interstate and intrastate com- 
merce or virtually to put intrastate commerce under Federal control. 


SUGGESTION FOR GUARANTEED ANNUAL WAGE 


Since economic security, or a guaranteed annual wage, is one of the primary 
objectives of workers today, we urge that Congress make amendment to the 
Fair Labor Standards Act which will, with due safeguards against abuses, exempt 
from the overtime provisions of the act, those employees who have a contract 
with their employer for a guaranteed annual wage. 
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STATEMENT BY STEPHEN SHERIDAN FOR THE VACUUM CLEANER MANUFACTURERS 
ASSOCIATION 


My name is Stephen Sheridan. I am assistant to the president of Electrolux 
Corp., 500 Fifth Avenue, New York City. I make this statement for the Vacuum 
Cleaner Manufacturers Association, representing the leading vacuum cleaner 
manufacturers in the country. The sole purpose of my statement is to request 
the continued exemption of outside salesmen from the Fair Labor Standards Act, 

I respectfully submit that in the application of wage-hour legislation a distine- 
tion must be carefully drawn between— 

(a) employees who can be supervised because they work on the premises of a 
factory, warehouse, office, or store, and 

(6b) employees such as outside salesmen who invariably work away from their 
employers’ place of business and whose activities and working time cannot be 
supervised or controlled. 

Consider the utter unreasonableness of a bill which fails to exempt outside 
salesmen. 

Because I am most familiar with the operation of our own company, I will 
use our outside salesmen for purposes of illustration, although many other com- 
panies operate largely in the same manner and my statement is concurred in by 
the direct selling industry: 

Outside salesmen are not and cannot be supervised ; their selling activities 
cannot be controlled. 

They are continuously out in the field—working or not, as they choose, 

Their time is their own. 

A salesman may work 1 or 2 hours in the morning and quit 

He may not work at all that day. 

He may not work for a week. 

He may take a vacation for 2 weeks—we would not know; we could not 
know. 

Frequently he will handle products for several companies. 

It is impossible for us or for any company selling through an ontside 
salesman to know what he does or how he spends his time. 

Our outside salesmen are not confined to any given territory. They may work 
anyplace they choose. They are not required to report to any headquarters point, 
which may be hundreds of miles from their homes and places of work. They 
work from their own residences, and work at times to suit their own convenience, 

On a typical workday, if he chooses to work on that day the outside salesman 
leaves his home at the hour he chooses to leave his home—at 8 or 10 or noon. He 
goes directly to his field of work, which is of his own choosing. When he decides 
that he has worked long enough for the day, at 3 or 5 or perhaps ot noon. he 
stops work. His office doesn’t know where he has been working or how long 
he worked or if he has been working at all. Only when he turns in an order 
for our products do we know that he has been working. Sometimes we don’t 
see an outside salesman for weeks. 

All our salesman are paid solely on a commission basis. 

No itineraries are prescribed for our salesmen and the production of 2 minimum 
volume of business or sales quota is not required. Ovr salesmen are not required 
to submit reports of hours worked or customers called upon, for the simple reason 
that any such reports could not be verified and, therefore, would be valueless. 

From time to time in the last 20 years, we have tried. and member companies 
in our association and in the direct-selling industry have tried, various methods 
by which accurate reports from salesmen as to the number of calls and demon- 
strations made, ete. could be obtained, inasmuch as such reports would be of 
considerable aid to us in our business. All such attempts, however, failed com- 
pletely by reason of the fact that a careful investigation disclosed that such 
reports were exaggerated and distorted. It is submitted that if reports of calls 
made on customers were found to be incorrect, it is not likely that reports of 
hours worked will be any more accurate, particularly since there is no way in 
which to check such reports and it would be to a salesman’s advantage to report 
the maximum number of hours. 

Salesmen could report that they worked 80 or 90 hours in a given week and we 
would have only the salesman’s word for the number of hours he worked; 
obviously it would be to his great interest to report that he worked many hours, 
when as a matter of fact he may not have worked at all at selling our products. 

If it is impossible to keep accurate record of the hours spent at work, it would 
certainly be unreasonable to require compensation to be measured against the 
number of hours worked. 
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One of our member companies recently made an extensive and expensive 
experiment. The Hoover Co., of North Canton, Ohio, in the period F ebruary 
1952 to July 1953, paid salesmen in 26 districts a salary of $50 plus commission 
and certain, other benefits. This experiment extended to 20 percent of their 
sales organization covering sections of the country from the Atlantic to the 
Pacific. 

At a cost in excess of $1 million, the Hoover Co. found out that the plan was 
completely unworkable—that it is economically impossible to pay a man for 
time worked without knowing whether or not he has worked. 

Obviously it would be highly impracticable to attempt to apply any wage and 
hour legislation to such an uncontrollable employer-outside salesman relation- 
ship. Salesmen could hold back all of their sales for a week or two or three and 
collect minimum wages for each of those weeks and then turn in all of their 
sales tor a big fourth week. They would have their employer at a complete 
disadvantage. 

Our salesmen do not work only for us. They may be working for several 
different employers or carrying products for several different companies at the 
same time. Many of them hold regular jobs with other companies. A great 
variety of enterprises encroach, generally without our knowledge, on the time 
presumably devoted tv the sale of our products by our salesmen. 

To illustrate how impracticable and unreasonable it would be to expect us 
to pay our outside salesmen an hourly rate, is this fact—consider this fact: 
Several years ago, of 27 men working for us in Utah, we learned that 17 of them 
actually had other employment concurrently, and some of these are regular full- 
time jobs. For exatuipie: 

Mr. Panm owns and operates a motel. 

Mr. Bartholomew works in a factory. 

Mr. Bell sells electrical products. 

Mr. Cutler is a city judge. 

Mr. Dalley is a student at Snow College. 

Mr. Everett is in the furniture and rug-cleaning business. 
Mr. Hansen has an appliance store. 

Mr. Hopkins drives a milk truck. 

Mr. Judd is an insurance agent. 

Mr. Lindman owns and operates a motel. 

Mr. McBride owus an auto wrecking establishment 
Mr. Nuttall owns a radio shop. 

Mr. Paulson is a furniture repairman. 

Mr. Peterson owns a theater. 

Mr. W. Pererson is a student. 

Mr, Rasmussen is a schoolteacher. 

Mr. Whitehead is a bookkeeper. 

I recently cooperated with the department of labor in New York State, which 
was trying to determine methods of operation employed by outside salesmen and 
whether or not accurate reports of time worked could be obtained from them. 

I quote to you some comments that were drawn from outside salesmen who 
were interviewed at their homes by department of labor investigators. The 
department of labur decided that such reports could not be obtained: 

Mr. Wise—“I work my own hours. The company does not set my hours. I 
work when I feel like working, as I damn please.” 

Mr. Gartmayer—‘“I don’t know how a question of hours applies to us. We 
are in business for ourselves. What hours we work are our own affair. I 
don’t have any regular hours. Sometimes I work 1 hour, sometimes 10 hours. 
It depends upon upon how much money I want.” 

Mr. Sperling—“Oh, yes; I sell Electrolux and washing machines and toasters 
and silver, etc. If the customer does not want an Electrolux, maybe she wants 
a waster. If another customer doesn’t want a washing machine, maybe she 
would want an Electrolux. I work about 4 hours a day. My company doesn’t 
know how many hours I work a day, and I wouldn’t tell them. If I was paid 
on an hourly basis—oh, brother, would I report the hours.” 

The above may be verified by reference to records in the New York State 
Department of Labor. 

There is a vast amount of persuasive precedent for the continued exemption 
of outside salesmen from wage-hour laws. Every examination made by the 


Government since first enactment of the Fair Labor Standards Act clearly justifies 
continuing the exemption. 
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Recognition was given to the unusual nature of the outside commission-paiq 
salesman’s occupation and the necessity for exempting him from minimum-wage 
and maximum-hour legislation as far back as the NRA period when it was pro. 
posed that outside commission-paid salesmen be excluded from wage-hour pro- 
visions. Hearings were held at that time and the record made before the NRA 
on this occasion is represented by 3 volumes containing 1,128 pages. As a result 
of these deliberations it was concluded by the various boards that NRA legislation 
should not be applied to outside salesmen and they were specifically excluded in 
the various codes. Bearing in mind that at the time of the NRA the desire 
was great to include everyone under its provisions, it is clear that the reagon 
for specifically excluding outside salesmen must have been most persuasive, 

When Federal wage-and-hour legislation was introduced by Senator Black, 
now Supreme Court Justice Black, and Representative Connory, the question of 
exempting outside commission-paid salesmen was again given considerable con- 
sideration with the result that in the final enactment of the Fair Labor Standards 
Act of 1938 employees who are outside commission-paid salesmen were specifi- 
eally excluded from the provisions of the act and are so excluded at the present 
time. Nothing has happened since that time to warrant any different treat- 
ment of outside salesmen. 

At every review of the Fair Labor Standards Act, both legislative and adminis- 
trative, and there have been a number of these, the exemption for outside sales- 
men has been continued unaltered. 

Consider the States. As of this moment, eight States have minimum-wage 
laws applying to men as well as women. In not a single one of these States 
are our outside salesmen subject to the minimum-wage laws. Three States in 
1955 extended minimum-wage coverage to men. In each of these—Wyoming, 
Idaho, and New Mexico—outside salesmen have been exempted. One State 
last year, Rhode Island, extended its minimum-wage bill and Rhode Island 
exempted ouside salesmen. In several other States such bills have received 
serious consideration. In everyone of these, outside salesmen are exempted. 

This universal exemption of outside salesmen from wage-hour and minimum- 
wage laws is not casual or accidental; it is the consequence of thoughtful study 
and understanding. 

Several years ago, the State of New York extended coverage of its minimum- 
wage law without adequate opportunity being given to employers, such as our- 
selves, to present the peculiar problems of covering outside salesmen. When, 
after the legislation had been enacted, these matters were brought to the atten- 
tion of the commissioner of labor in New York, he embarked on an extensive 
investigation. 

The matter was brought before the board of standards and appeals in New 
York, a quasi-judicial body. After considerable analysis and review, over 4 
period of more than a year, during which they had time to become thoroughly 
familiar with the problem, the board of standards and appeals in New York 
found it unreasonable to apply wage-and-hour legislation to our outside sales- 
men and exempted them from coverage. I quote you a portion of their decision: 

“A realistic appraisal of the evidence in the record of these proceedings leads 
us to the conclusion that there is not present in the employer-employee relation- 
ship inherent in the above-mentioned described employment status the customary 
exercise of such authority and superintendence by the employer over the em- 
ployee essential to feasible compliance with the record-keeping provisions de- 
manded by the order. To legally comply with the provisions of the order, the 
employer must possess adequate means to direct, control, and keep account of 
the working hours and working methods of those persons employed during their 
periods of employment. The burden of maintaining records as to the periods an 
employee is engaged in employment, the exact hours, and so forth, are duties 
which devolve upon an employer * * * the employee’s statements are the only 
source from which the employer could possibly obtain this vital and necessary 
data. Such conditions subject the employer to the control of the employee 
respecting the amount of earnings and the periods the employee is actually 
engaged in work for the employer. Experience establishes such conditions are 
neither desirable nor salutary. We are convinced that reliable and accredited 
representatives of labor and management are eager to maintain concord and amity 
in the business family, and are not sympathetic to any policy or instrumentality 
which may result in dislocating and destroying a commercial enterprise. 

“Tt is self-evident that to compel an employer to pay an employee for services 
which cannot, in accordance with feasible business practices, be verified or sub- 
stantiated by the employer must ultimately fertilize an atmosphere of misgiv- 
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ing and distrust and culminate in fostering and promoting irritation and acrimony 
and discord, which will inevitably impair their mutually harmonious relationship 
so vital to the successful conduct of the commercial enterprise. The uncon- 
troverted: evidence in the record establishes that all bona fide efforts on the 
part of the petitioners to comply with the terms of the order, in its application 
to commission-paid outside salesmen, resulted in failure.” 

For all of these reasons, the fact that outside salesmen cannot be supervised 
or controlled, the fact that we cannot possibly know whether they are working 
or not, and cannot secure accurate reports of hours worked, and in view of the 
overwhelming weight of precedent for continued exemption, I respectfully urge 
that this committee continue the exemption in any revision of the Fair Labor 
Standards Act. 





Vicrory LAUNDRY, 
Baltimore, Md., April 23, 1957. 
Senator Lister HILL, 
Chairman, Senate Labor Committee, 
Senate Office Building; Washington, D. C. 


Deak Sir: This letter is an appeal to Congress to amend a specific part of the 
Fair Labor Standards Act of 1938, as amended, wherein certain exemptions from 
coverage are granted. I refer to section 779.1, paragraph (3), in which launiries, 
ete., are exempt from coverage, giving the exemption to those laundry establish- 
ments which have more than 50 percent of their annual dollar sales of services 
made within the State in which the establishment is located, provided that 75 per- 
cent of such establishment’s annual dollar volume of sales of such services is 
made to customers who are not engaged in interstate commerce. 

As the law is presently written, it discriminates in favor of the large-business 
establishment and penalizes the small-business establishment, and, peculiarly 
enough, the small-business establishment is directly injured and the large-busi- 
ness establishment benefits and profits as a result of his small competitor being 
hurt by the present law. 

I can only state my own particular case with facts and figures to prove the 
discriminatory resuits of the law as presently written, and I am sure there are 
many other small-business establishments which are penalized as I am for being 
small both in dollar volume and in physical size of building and facilities. I 
have been told that one of the purposes of the law was to enable the small- 
business man to compete on a fair basis with the larger and more prosperous 
competitors, but in my particular case the result is the opposite. No doubt many 
other sinall firms are affected as adversely. 

To aid in making my point as explicit as possible, I present as complete a 
picture as I can of my business. 

The name of my firm is the Victory Laundry, and we are located in the city 
of Baltimore. 

We have 34 people employed in our laundry, of which total 3 are white and 
31 are ce'ored. Of the total, 10 are male and 24 are female. Twenty-three of 
our employees are in the category of completely unskilled labor and, of these 
23, 10 cannot read or write. I make this point to emphasize the fact that a 
goodly portion of our employees would be considered incapable of holding an 
average job. If, because of the hardship imposed on my business by the act, I 
should be forced to liquidate it is unlikely that employees of the caliber I describe 
could get a job in any other industry except one similar to a laundry operation. 

Our business consists of regular retail laun’ry business and of servicing the 
laundry requirements of ships making port in Baltimore. Our dollar volume of 
business in 1956 was $168,015.65, of which $93,983.57 was business done with 
ships. Inasmuch as more than 25 percent of our business was in servicing 
customers engaged in interstate-commerce and less than 75 percent of our 
doHMar-volume business was conducted with others, although 100 percent of our 
business was conducted in the State of Maryland, we are not entitled to the 
exemption given to other laundries with which we try to compete, consequently 
we are in the covered category as defined by the act. 

These ships which we service are freighters and tankers and do not include 
ships which carry passengers. Naturally, the business is very competitive and 
a small markup is required in order to get some of the available business, Often 
bids must be made and it is almost impossible to submit a competitive bid when 
my competitors are exempt from the act because of the fact they are bigger than 
we are. 
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To continue with the specific picture, we do about $1,800 business per week with 
customers engaged in interstate commerce and about $1,400 per week with 
customers not engaged in interstate commerce. Now, there are a number of 
other laundries in Baltimore and in New York who do a much greater volume of 
business with customers engaged in interstate commerce. I mention New York 
because, in handling launttry for ships, we naturally become competitors priee- 
wise with New York laundries. These other Baltimore and New York laundries 
are much larger establishments than us and naturally are able to and do handle 
a much greater volume of business both in dollars and in quantity. 

Now, there are Baltimore laundries and New York laundries which handle 
more than $2,500 and as much as $5,000 and much more per week business from 
customers engaged in interstate commerce as defined by the act, but, because of 
their size and gross amount of weekly business, they are exempt from the law, 
For example, if a laundry does $21,000 business per week, of which $5,000 per 
week is with customers engaged in interstate commerce, they are exempt from 
the Fair Labor Standards Act of 1938, as amended, whereas a laundry such as 
mine, which does a $1,800 per week volume with customers engaged in inter- 
state commerce and only $1,400 per week with others, making a total volume 
of only $3,200 per week, is not exempt. Under these circumstances, it is readily 
seen that a small operation such as mine is discriminated against and cannot 
compete profitably only because of being smali and because of the penaity imposed 
by the law as it is presently written granting exemptions to establishments 
which are in the position of doing more business. This exemption granted to 
these large establishments enables them to undersell small establishments and 
yet gives them a greater percentage of profit even though both operate at equal 
efficiency and economy. In these cases the sinall business is required to pay 
at least the legal rate of $1 per hour and time and a half for overt’me and is 
subject to the regulations, rules, and laws as enforced by the Labor Department 
with the additional expense this subjection entails. The large businesses are 
free to pay what they please, and are not required to pay overtime rates at all, 
and are free to conduct their business without any restriction by a regulatory 
body. I certainly approve of the payment of at least the minimum wage, but 
I also certainly think that everyone in the same line of business should be 
required to pay this minimum. To the best of my knowledge there is not more 
than 1 laundry in the State of Maryland doing over $3,500 per week volume of 
business which is covered by the act. Therefore, although there are laundries 
doing more business with customers engaged in interstate commerce than my 
laundry does in total volume, not one is covered by the act. It is obvivus, then, 
the hardship that results on small people such as I because of this discriminatory 
portion of the Fair Labor Standards Act cf 1938. 

In a letter to President Eisenhower, Senator George Smathers, of Florida, 
wrote, and I quote, “Every single barometer indicates a general worsening of 
conditions for small firms. Time is running out for the small-business man,” 
and the facts certainly do seem to bear him out. 

Factual statistics show that business failures this year among firms that have 
been in operation for a period of 10 years or longer are double the rate of failures 
which took place in 1947. To preserve their own welfare, more and more small- 
business firms are forced to merge with larger companies, thus accelerating the 
trend toward monopoly. Right now Congress is attempting to relieve the tax 
burden on small business, so that small business will be able to survive. Well, 
here is a way to give small business some assistance in survival and yet not 
affect the tax structure and Government income at all. While Congress copes 
with the tax problem as it affects small business, right at our fingertips there 
is a great opportunity to alleviate the burden put on the really smali-business 
man by amending an unjust part of a good law, which with its present provisions 
protects the big and penalizes the small, not only in the operation of business but 
in the cost of operation. The least that can be done is to put the small business 
on an equal footing in these operations with big business. 

I respectfully submit some suggestions which could possibly be used as a start- 
ing point in dealing with this matter: 

1. Amend the present act so that any retail establishment or laundry which 
does any business at all with customers engaged in interstate commerce regard- 
less of how little or how much, shall be covered under the act, or 

2. Amend the present act so that an establishment would have to do some 
specific minimum dollar volume of business with customers engaged in interstate 
commerce, regardless of their total volume of business, before they could be 
covered by the act, or 
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8. Amend the present act so that a business would have to do a specific mini- 
mum annual dollar volume of business of any and all kinds before they could be 
covered by the act. 

4. Amend the act in any way at all that would eliminate the present inequity 
that exists so that a small man can compete with the big-business man and con- 
tinue to remain in business. 

All that I’m really asking for is equal justice under law. 

Please forgive my crude way of attempting to present all the facts, for I 
am only a laundryman and a layman. 

I respectfully request the opportunity to be heard by you and your committee 
in person so that I will be enabled to explain myself more fully and so that I 
can answer any questions that you or your committee might see fit to put to 
me. I sincerely believe my plea for an amendment has merit and hope that 
you will see it in the same light. 

Respectfuliy yours, 
GrE M. CoHEN. 


YounGe WOMEN’S CHRISTIAN ASSOCIATION 
OF THE UNITED STATES OF AMERICA, 
New York, N. Y., March 12, 1957. 
Hon. WAYNE MORSE, 
Senate Office Building, Washington, D. C. 

Dear SENATER Morse: Hundreds of the employed members of the Young 
Women’s Christian Association, particularly in the southern region as well as in 
other parts of the United States, have wages which fall below the minimum 
standards necessary for their health and well-being. The Young Women’s 
Christian Association is equally concerned about the standards of living and 
working conditions of workers outside of its membership, both men and women, 
who are now excluded from the minimum wage and maximum hour provisions of 
the Fair Labor Standards Act. 

The national board of the Young Women’s Christian Association, therefore, 
favors extension of the coverage of the Fair Labor Standards Act to all activities 
and undertaking affecting commerce consistent with Federal authority under 
the Constitution. 

We hope that you will give your earnest consideration to the position of the 
national board of the Young Women’s Christian Association in this matter as 
outlined in the attached statement. 

Sincerely yours, 
MARION S. Foster, 
Mrs. F. Beardsley Foster, Jr., 
Vice President. 


STATEMENT OF THE NATIONAL Boarp OF THE YOUNG WOMEN’S CHRISTIAN 
ASSOCIATION 


A short time before the beginning of the Civil War, Young Women’s Christian 
Associations were founded in many sections of the United States to look after 
the needs of young women, who were leaving their homes for the first time to 
work in industry. Down through the years, work with employed women has 
been a major concern of the YWCA. In addition to providing low-cost housing, 
food service facilities, educational and recreational programs, and counseling 
services, the YWCA has worked to help build a world in which good will, justice, 
truth and freedom are controlling forces. 

Local Young Women’s Christian Associations have cooperated with other 
women’s organizations and community groups in trying to obtain adequate 
standards to protect the working conditions of women. As a result, many thon- 
sands of the employed members of the YWCA are now covered by State minimum 
wage or hour legislation, or by the Fair Labor Standards Act. Other thousands 
of our members who work in restaurants, hotels, laundries, factories, and 
retail establishments are denied the protection of these laws. They too, have 
the right to a wage rate that will enable them to maintain a standard of living 
necessary for health, a proper diet, a decent place to live, their efficiency, and 
for their moral and general welfare. 

The need for such amendments to the Fair Labor Standards Act has been 
made even more imperative by the continuing rise in the cost of living. State 
minimum wage budgets designate from $2,000 to $2,900 as a minimum budget 
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for an employed woman without dependents. Many employed women who have 
others to support in addition to themselves, are now earning less than $1 an 
hour. 

The national board of the Young Women’s Christian Association endorses the 
enactment of legislation, or amendments to the Fair Labor Standards Act of 1938, 
that will extend coverage to as many workers as is constitutionally possible. 
Such revisions in the legislation will not only benefit women workers, with whom 
the YWCA is primarily concerned, but will aid their employers by protecting them 
from unfair competition in uncovered industries. It will also aid the community 
and Nation by sustaining purchasing power, increasing the efficiency of employees, 
and decreasing the need for public assistance and supplementary relief. 


FIELD ENTERPRISES, INC., 
EDUCATIONAL DIVISION, 
Chicago, Ill., February 28, 1957. 
Hon. JoHN F. KENNEDY, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR: As an officer of the company that is the leader in the field of 
reference book publishing, I am personally and vitally interested in the con- 
sideration being given by the Subcommittee on Labor to proposed wage-hour 
legislation—and I am particularly concerned about the possibility that the ex- 
emption for outside salespersons may be eliminated. 

Our company publishes the World Book Encyclopedia, the most widely dis- 
tributed publication in the field of reference materials, and Childcraft, known 
as America’s famous child-development plan. Sales are made by our representa- 
tives in the field directly to homes, schools, and libraries; but, by far the largest 
percentage of sales is made directly to parents in their homes. Salespersons 
are paid on a commission basis. 

It has been possible for our company to maintain its leadership in its particu- 
lar field, over the years, because we have been able to recruit the services of 
thousands of part-time workers, principally teachers who work in their spare 
time or during vacation periods, also such folks as retired executives, widows, 
and housewives. The opportunity to secure additional income could not be 
afforded those people if their activities had to be compensated on the basis of a 
minimum wage or maximum hours. 

Our own company, for instance, used the services of more than 5,000 teachers 
during the summer of 1956, and we anticipate that we will have an ever greater 
number during the summer of this year. The elimination of the outside sales- 
men’s exemption in the Fair Labor Standards Act would certainly make it im- 
possible for us to provide those teachers with that extra income; and, as a corol- 
lary, it would also mean that our own production would be substantially reduced 
to the extent that we could not employ people—salespersons and office workers— 
who are now regularly provided with the opportunity to have permanent and 
substantial incomes. 

With respect to the employment on a spare-time basis of people who have 
retired, we have made it possible for them to maintain a higher standard of 
living by providing an income that is in addition to social security or annuity 
payments. There are other people who are physically unable to work a full 40- 
hour week, but who can devote some portion of that time to part-time or spare- 
time selling of publications like ours. 

Inasmuch as all of our outside salespeople, full time and part time, are paid 
on a commission basis, they do their work when and as they please, and it would 
be impossible to supervise their movements in the field, particularly with respect 
to the precise number of hours worked. Certainly, a company like ours could 
not very well guarantee a minimum income on a weekly or monthly basis to 
people who are not in continuous work performance that lends itself to the 
maintenance of verified records of actually working time; and to maintain 
records that would cover such things as overtime would be manifestly imprac- 
tical—in fact, impossible. 

Reference books like ours might be compared to life insurance. Everybody 
knows their value, but few people would buy them over the counter. The op 
portunity to purchase reference books is presented to parents by courteous, 
reliable, and trained reference book representatives: and the method of selling 
books directly to the home makes it possible for companies like ours to maintain 
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the production of sets on a very high level, thereby making it possible for the 
average home to purchase a set of reference books at a price that can be afforded. 
Without home sales, the cost of reference books would be so high that virtually no 
school or library would be able to afford them. 

As you might surmise, our sales representatives in the field are people with 
good educational and moral backgrounds, and we feel that it is vital that people 
of that type should be able to continue to engage in this particular activity. And 
I would point out, too, that the people who solicit orders for publications like 
ours are not at all in competition with any particular labor group. 

With respect to the individual who can only work occasionally, I might point 
out that a firm like ours could not continue in the mass production of reference 
sets without the benefit of the substantial number of orders produced by the 
part-time worker—and I have in mind, particularly, the substantial aid that is 
provided by teachers. 

I have an idea that the proponents of the legislation, now under consideration 
by your subcommittee, do not quite realize the seriousness of the situation that 
would result from elimination of the outside salesmen’s exemption. According 
to available statistics, the average child spends 43.66 percent of his time at home 
in leisure and study. If sales to the home should cease, or be materially 
curtailed, there could be no opportunity afforded the child for supplementary 
study at home, or for improving the use of his leisure time. 

Frankly, Senator, I am quite concerned about the possibility that the outside 
salesmen’s exemption may be omitted from a new Fair Labor Standards Act. 
It would certainly directly affect our organization, plus the 50,000 or more per- 
sons engaged in the various aspects of our whole industry: and it would at 
least indirectly affect the welfare of hundreds of thousands of persons employed 
by paper mills, engravers, printers, binderies, and the numerous suppliers of 
miscellaneous items. 

On May 6, 1955, a statement was made by Mr. Lloyd W. King, executive 
secretary of the American Textbook Publishers Institute. The statement was 
made before the Subcommittee on Labor, of the Senate Committee on Labor 
and Public Welfare, in behalf of the reference book division of the institute. 
Mr. King’s statement is no doubt a part of the record of that subcommittee’s 
proceedings, and the arguments presented at that time seem to me to be just 
as apropos at this time. 

It is my sincere hope and prayer, therefore, that the members of your sub- 
committee will give careful consideration to any proposal for elimination of the 
outside salesmen’s exemption, that there will be a unanimous decision to retain 
the exemption in any Fair Labor Standards Act that may be granted committee 
approval. 

Cordially, 
DonaLp M. McKE Liar, Vice President. 


SKINNER, CHAMBERLAIN & Co., INC., 
Albert Lea, Minn., May 8, 1957. 
Hon. Epwarp J. THYE, 
Senate, Washington, D. C. 

DEAR SENATOR THYE: We are a department store located in a town of approxi- 
mately 15,000. We consider ourselves to be a small business in a small town, 
certainly having no affect on interstate commerce. Our sales are in excess of 
$1 million and we employ about 100 persons; thus most of the proposals to 
expand the wage-and-hour provisions of the Fair Labor Standards Act to include 
retail firms would include us. 

We are very much alarmed about this. While very few of our people earn 
less than $1 per hour, the limitations of a 40-hour week and overtime provi- 
sions plus the fact that we would have to increase our rates of pay throughout 
our store to maintain fair wage differentials between our various job classifica- 
tions. This would increase our payroll about 15 percent. We cannot absorb this 
increase. We would have to either increase our markup, which might be dis- 
astrous from competitive reasons, or reduce the number of our employees. 

Our employees have not been dissatisfied with our wage scale. They feel that 
they work in pleasant surroundings, the work is interesting, and they receive 
other benefits, including a substantial employee discount on their purchases which 
is a form of extra compensation not recognized by the Fair Labor Standards 
Act. Since we retailers cannot compel our customers to trade with us when, as, 
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and how we wish, we cannot schedule our employee hours efficiently as does g 
factory. We must have enoug people on hand at all times to take care of our 
customers. Of necessity, a good deal of waiting time is enjoyed by our employees, 

We are located in a small community with lower living costs than those of 
a large city with its high rents, expensive commuting costs, etc. We do not 
feel it either fair or realistic that we in Albert Lea should be placed under the 
same wage-and-hour scale as those in the big eastern cities. Minnesota’s Indys- 
trial Commission has long recognized this fact in setting up their minimum-wage 
scale as affecting women and minors. Minnesota communities are divided into 
four classifications according to population, with the larger communities having 
the higher wage scale. We believe this theory is fair and realistic. 

Would you please convey our thoughts on this matter to the members of com- 
mittees dealing with the proposed wage-and-hour legislation? Will you also 
please vote against and use your influence to prevent the extension of the Fair 
Labor Standards Act to the retail stores? 

Yours very truly, 
ALBERT M, SKINNER, President. 


Up-ro-DAaTeE LAUNDRY, INC., 
Baltimore, Md., February 26, 1957. 

DEAR SENATOR SMITH: I am asking your support to remove the present exemp- 
tions to the Fair Labor Standards Act of 1938 and give five reasons below to 
justify my request. 

1. ‘hat it will give to a large number of employees in the retail and service 
industries, including the laundry and dry-cleaning industry, a wage that would 
be much nearer to a living wage. 

2. That the increased money paid to these employees will be spent in all types 
of industry which will surely help all industry. 

3. That all the increased money paid as a result of removing this exemption 
will be subject to income tax, both by Federal and State governments. 

4. That the removal of this exemption will in fact go a long way toward mak- 
ing this law nearer to its name of fair labor than at present, as the employees 
that are now covered under this law are mostly union employees and the vast 
majority that would be included have no protection from any union now and 
have little hope in that respect in the future. 

5. The Up-To-Date Laundry, Inc., has paid its employees under this law for 
the past 2 years, due to having slightly over 25 percent of covered work, and 
our only inconvenience has been in our having to compete in prices with the 
other laundries in Baltimore, as there are only two plants in this city that come 
under the act at present. 

We feel that if we can operate with the above adverse conditions, all plants 
in our business can also do so. 

Very truly, 
WILLIAM 8. Srair, Vice President. 


STANLEY HoME PrRopUcTs, INC., 
March 12, 1957. 

GENTLEMEN: The writer of this statement requested time to appear before 
your subcommittee in order to testify from many years of experience in the direct 
selling field on the great threat to that industry and to her company in particular 
of the proposal in some pending legislation calling for the elimization of the 
exmeption for outside salespersons from the provisions of the Fair Labor Stand- 
ards Act. 

Stanley Home Products, Inc., of which I am an officer, has extensive manu- 
facturing, managerial, administrative, and distribution operations employing 
about 2,000 people. Stanley's annual sales have been over $50 million for a num- 
ber of years. On its current and active records it has approximately 30,000 inde- 
pendent contractors in the United States who sell merchandise manufactured or 
distributed by it. This is the largest group of dealers in the country, we under- 
stand, selling on the party plan (group demonstrations in homes). Over 90 per- 
cent of these dealers are women, most of them housewives. The great majority 
of all dealers sell only part time. As undoubtediy has been indicated by other 
representatives of the direct selling industry, the turnover of dealers in the in- 
dustry is quite rapid. Although these dealers are independent contractors, under 
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the common law, for social security and for almost all other purposes, the Su- 
preme Court interpretations of the Fair Labor Standards Act to date might result 
jn a judicial holding that the dealers are employees of the company under that 
act. 

In view of this widely anticipated judicial result, couplied with the field em- 
ployee sales forces of other direct selling companies, the removal of the outside 
salesmen’s exemption is likely to foist directly or indirectly on this industry 
an administrative and expense burden of keeping voluminous records whose ac- 
curacy it could not check, and obligate it for minimum wage and overtime pay- 
ments which cumulatively would quickly make operations along present lines 
uneconomic. It would be necessary for companies such as Stanley to discon- 
tinue selling merchandise for resale to the great majority of the dealers and per- 
haps completely change methods of marketing, merchandising, and selling. In 
any case, the overall operation which in the Stanley case now directly benefits 
thousands of dealers, managers, employees, and their families would be reduced 
to one affecting a relatively few. This result could be multiplied many times 
when the whole industry is considered. 

Therefore, I urge the members of the subcommittee to consider and under- 
stand that the policy and reason behind the original congressional inclusion of 
the outside salespersons’ exemption in the law are still valid and that a removal 
or repeal of the exemption would cause considerable economic suffering to many 
thousands of people and have a social and economic result quite opposite to that 
intended by the wage-and-hour law. I respectfully urge that the bills removing 
the exemption for outside salespersons be amended to leave this exemption in 
the law. 

I further understand that some proposal has been made to increase the floor 
on executive and administrative exemptions to $6,000. With this company and 
perhaps others, the Wage and Hour Administration has unofficially taken the 
position that its field sales managers are exempt only under the executive or 
administrative exemptions. The company has approximately 3800 such managers. 
A number of these make less than $6,000 a year in commissions. The fact that 
they are working in the field relatively unsupervised from a time point of view 
makes impossible the keeping of records which can be checked by the company 
for accuracy. Therefore, these managers cannot be handled under the wage- 
and-hour law in the way our production, distribution, and other people are. It 
would be uneconomic for this company to continue branches in small or non- 
productive areas if it were necessary to guarantee $6,000 annually to each branch 
sales manager. Therefore, it would be necessary to effect a substantial reduction 
in a number of branch sales managers, which would probably be accomplished 
by increasing the areas of the more successful managers. It would be unfortu- 
nate, if the present opportunities had to be denied the people employed by the 
company and their legion of counterparts in other companies. 

The increase to $6,000 of the present floors which, in the case of executive 
exemption, is an increase of over 100 percent, appears quite drastic and inflexible. 
Would it not be preferable to continue the present arrangement which permits 
the Administrator to make an exhaustive study of the proper minimum and ad- 
just the rate periodically? We urge the subcommittee to reject any proposals 
establishing a statutory minimum particularly those currently suggested for a 
floor of $6,000. 

Respectfully, 
Mary G, FINEY. 


J. H. Henry Propuce Co., 
Kimberly, Idaho, April 10, 1957. 
Senate COMMITTEE ON LABOR AND PUBLIC WELFARE, 
SUBCOMMITTEE ON LABOR, 
Capitol Building, Washington, D. C.: 


After being informed of the proposed changes to the wage-hour law (Fair 
Labor Standards Act) eliminating agricultural exemptions, we urge you to 
review more carefully the factors involved and the resulting repercussions fol- 
lowing such a measure. While social security legislation has many improve- 
ments to make, the lot of the wage earner has greatly improved in this di- 
rection in the past few years. At the same time, while the agricultural worker 
is among the lowest paid on the wage scale in our economy, he is far from 
poverty stricken. Poverty and low wages are often confused with each other, 
but in fact are two different situations. 
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In addition to this, we use as an argument the equitable return on investment 
insofar as produce growers and shippers are concerned. In some cases windfall 
profits are to be had in the agricultural marketing business, but usually at the 
expense of some other person. To use an example, Idaho potatoes brought a 
very good premium 2 years ago because, and only because, Alabama had a 
freezeout. This premium was realized by Idaho growers at the expense of the 
Alabama growers. During the past few years farm income has decreased while 
his expenses have increased. In most cases his commodity prices are set by the 
consumer; he has nothing to say about what price he will get while his costs 
remain fixed, and now he faces higher labor payments in case your proposed 
legislation should go through. Is this a healthy, equitable situation? 

The very nature of farm products and their perishable characteristics should 
bring to mind that these products must be harvested when they are mature, no 
sooner, no later. This necessitates working many additional hours during the 
harvest season and even though the market price of the commodity does not at 
the time warrant working the additional hours, nevertheless, the commodity 
must be harvested. If time and a half for overtime is made mandatory through 
your proposed legislation, along with increased minimum wages, the only resuit 
will be, in the case of many producers, to leave the produce in the field or 
hanging on the trees. This in itself would be a greater loss to the Nation as a 
whole than the increased wage and overtime would be an advantage, insofar as 
the agricultural laborer is being paid his true worth at the present time. 

Therefore, it is our contention that it is certainly far from equitable to 
further burden our greatest agricultural asset, the food producer, with another 
fixed cost. This situation is far from equitable because, instead of the farmer 
being caught in a cost-price squeeze, he would be further burdened, further 
exploited, by a three-way squeeze as illustrated by the following situations: 

(1) The farmer has his commodity prices dictated to him in most cases, he 
has nothing to say about the price he will get, but he most certainly does know 
that he will probably have to pay more for his machinery, fertilizers, other farm 
supplies next year. This unstable price situation against and in the face of the 
constantly increasing cost of operating leaves one in a somewhat precarious 
situation. 

(2) He is caught by the fixed prices on farm equipment, supplies, fertilizers, 
etc. What can he do but pay the price if he wants to keep on operating, hoping 
that labor costs, machinery costs, the cost of living in general will come more in 
line so that he will get a fair return on his investment? Is this healthy; is 
this good for the economy? 

(3) If this particular legislation should go through (H. R. 4575 and S. 1237) 
the farmer is caught up in an indefensible position of socialistic price fixing, 
that of compulsory minimum wage-hour laws which not only would increase his 
farm labor costs, his overall operating expenses, but would indirectly decrease 
his farm income through increasing packing, handling, and shipping costs by the 
shippers, who will necessarily have to pass part of the increased wage costs he 
would be subjected to with this legislation back to the grower in order to stay 
in business and attempt to make an equitable return on his investment. This 
has been done recently by increasing the freight. The farmer has to absorb 
part of this cost in shipping his produce and receiving his supplies such as 
fertilizers, seed, and equipment. 

Gentlemen, we are fortunate to have a group such as yours to scrutinize the 
possibilities of increasing the standard-of-living situation for our wage earners, 
but this crazy spiral of inflation must be stopped and stopped as soon as pos- 
sible to insure our present generation with adequate social security benefits in 
the future, the time when they really need help. How far will the present bene- 
fits go if the dollar keeps shrinking? Remember that on the whole, our agri- 
cultural workers are not poverty stricken in the true sense of the term. A low- 
income group, yes, but not poverty stricken. Increasing their wages is only 
going to increase their cost of living through the circular flow of costs, the 
inflationary spiral, and if this continues—well, you are well aware of the situ 
ation in the years ahead. 

These increasing costs in the face of decreasing returns serve only to dampen 
the incentive of the agricultural producers and shippers. Already some effect 
of the increased freight rate has been felt by decreasing shipments of produce 
across the country. Are we really improving our situation by decreasing the 
availability of goods on the shelves of our stores? 

We urge you to use discretion in improving the lot of the wage earner, but at 
the same time employ prudence and foresight in improving the lot of the pro- 
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ducers, shippers, and others concerned with the costs of getting farm products 
to market. Let there be at least a little incentive—encouragement—left so tnat 
we might remain in the business of providing food for the people of this country. 

The solution to the wage earners’ plight, as we refer to it, lies only in halting 
inflation, making the dollar once again stable so that these wage earners can 
look to the future of old age, not with a jaundiced eye but with hope that past 
contributions made into the social security fund have made available security 
against real poverty. 

We go on recor’ as being against any legislation which would increase cost 
of marketing agricultural products in general, and any form of wage-hour legis- 
lation concerning inclusion of any employee engaged in agriculture. We appeal 
to your good judgment concerning these proposed legislative changes and en- 
eourage you to think of the economy as a whole, and where it will be in the years 
that lie ahead before reaching a decision on this proposed legislative change. 

Sincerely, 
J. W. Henry. 


THe Ave. W. SmirH Co., 
Spartanburg, 8. O., February 26, 1957. 
Senator Strom THURMOND, 
Senate Office Building, Washington, D. C. 

DEAR StrRoM: As you know, the administration has recommended to Congress 
that the Federal minimum wage be extended to cover retail stores. 

If this should pass, I frankly do not know what retailers Would do and particu- 
larly in smaller towns throughout the country where they do not have the traffic 
that they do in larger cities. 

There are so many jobs in the store which do not require any particular skill 
or education, such as elevator operator, maid, stock boy, etc., whose wages are 
approximately $25 to $37.50 per week, which is a great deal more than is paid 
to domestic help in the home. 

Then there are salespeople that are worth more than others. Our minimum 
is $33 per week, but most of them make from $36 per week up. Now suppose 
we had to raise the $35-a-week salesgirl, or even the maid who makes around 
$25 a week, up to $40 a week—it would follow that those better and more skilled 
operators who make $40 to $50 would have to be raised in proportion. Frankly, 
I just don’t believe we could stay in business if the law is extended to cover re- 
tailers such as us, and particularly in towns with the population under 100,000. 

It would certainly mean that we would have to get rid of a lot of people and 
probably force us to a workweek where some of them would not work over 25 
hours. 

We have a pension retirement plan which is paid for entirely by the store and 
we have contributed over $350,000 into the plan during the past 13 years. 

We also have a hospitalization plan of which we pay 51 percent. It takes in 
the employee, his or her husband or wife, and all of their dependent children. 

If this law is extended to cover a store such as ours, I do not see how we could 
do anything other than to modify both of the above benefits and have the employee 
assume these costs. 

We estimate the additional costs that the new law would force on us would 
be more than our average profit for the past 9 years. 

There would also be a great many other things that would complicate the 
running of a store, which is already complicated enough. 

It would also complicate matters further by having a store, say with 90 people 
working for them, not coming under the law, whereas a store with 110 workers 
would come under the law. This would be very unfair for the stores would be 
too close in size and the competitive advantage of a store with 90 people as 
compared with a store of 110, would be so great that the store with 110 em- 
ployees probably could not even operate. 

I can see nothing but confusion and complications in a great many retail busi- 
nesses if this law is made effective. I am against any law bringing the retail 
businesses under a wage and hour law; however, if there must be one, it would 
seem to me that local community or regional prevailing rates should apply. I do 
urge you to use your influence in every way you can to keep the retailers from 
coming under this confiscatory law. 

I would appreciate very much hearing from you and how you feel about this. 

Cordially, 


Tom Q. McoGer, President. 
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Tue Aue. W. SMITH Co., 
Spartanburg, 8S. C., March 2, 1957. 
Senator Strom THURMOND, 
Senate Building, Washington, D.C. 


Deak Strom: Thank you very much for your letter of February 28 answering 
my letter of the 26th. In addition to the information I gave you at that time 
there are so many ramifications and complications as to why this Minimum 
Wage Act should not be extended to retail stores that I did not want to put too 
much in one letter, so am giving you some more of my reasons with the request 
that you vote against this when it comes up in the Senate. 

To start with, a retail store is entirely different from a manufacturing plant 
or almost any kind of industry. If their business falls off they can close up for 
1, 2, 3 weeks or whatever is necessary and lay off all of their employees or cut 
down on the number of days per week, whereas with the retail store, it has to 
be open at all times whether the weather is rainy and no one is out shopping 
or whether it is just an off time of the year or in between seasons, we have to 
keep our doors open and if we want to retain good help and have good employee 
relationship, we have to maintain all of our employees during this time. You 
can therefore readily see that our overhead is practically constant regardless of 
whether we are doing business or not. The above is just another thought that 
I would like to have you keep in mind when this propoSa: is brought up in the 
Senate. 

I am not going to be available after March 9, or I would be glad to appear 
before the subcommittee. However, as I cannot, I hope you will have my state. 
ments included in the record of these hearings and also present them to as many 
other Senators and members of the subcommittee as you possibly can. I feel 
sure that if you will do this, you will be representing the views of practically 
100 percent of the entire retail stores of South Carolina as well as most of the 
rest of the country. Please let me hear from you as soon as possible and if you 
can commit yourself at this time I would certainly appreciate it. 

Sincerely, 
Tom Q. McGee. 
(The above letters were also sent to Hon. Olin D. Johnsion, and 
referred to the committee for the record.) 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., March 14, 1597. 
Mr. Chairman and members of the committee, in the principal city of my 
district public transportation is provided by the San Jose City Lines, Inc. 
I am presenting the following testimony in their behalf as transmitted to me 
by Mr. E. J. Diaz, superintendent of transportation. 


CHARLES 8S. GuBsER, Member of Congress. 


San Jose City Lines, INc., 
San Jose, Calif., March 18, 1957. 
The SUBCOMMITTEE ON LABOR OF THE SENATE COMMITTEE ON LABOR AND PUBLIC 
WELFARE, WASHINGTON, D. C. 


GENTLEMEN: The San Jose City Lines, Inc., is vitally interested in the con- 
tinuation of the present provision which exempts transit employees from both 
the minimum wage and maximum hours provisions of the Fair Labor Standards 
Act of 1988, as amended. 

The San Jose City Lines, Inc., is an urban transportation company, providing 
modern and efficient transportation services in the cities of San Jose and Santa 
Clara, Calif. 

Our company, which is under the jurisdiction of the Public Utilities Commis- 
sion of the State of California, provides this service 1914 hours per day, 7 days 
per week, with one of the lowest passenger fares in the Nation. 

The passenger fare in San Jose and Santa Clara is 10 cents, or 5 tokens for 45 
cents, with free transfer privileges. 

This low passenger fare has been in effect for a number of years, in spite of 
the fact, that the total number of passengers carried has been declining steadily 
every month for the past 10 years. 
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Our employees who work on a 48-hour-per-week basis, belong to the Am: lga- 
mated Association of Street Electric Railway and Motor Coach Employees of 
America. 

The excellent relations existing between the company and the employees are 
of the highest degree. 

Passage of. bill S. 1267 would result in dire and adverse effects, not only on 
San Jose City Lines, Inc., but with our empioyees as well. 

This bill would impose an added financial burden upon the company, with the 
ultimate results that, an increase in passenger fares would have to be obtained. 
Experience has proven that increase in fares always results in additional pas- 
senger losses, and therefore, the company’s position would still be in jeopardy. 

Bill S. 1267 would also impose a hardship on our employees because, it would 
reduce the number of hours of work per week, resulting in a loss of earnings. 

Our employees seem content working 48 hours per week, and no indication 
from them has been received in this office that they were interested in a shorter 
workweek. 

Passage of bill S. 1267 would also result in the company being forced to hire 
additional employees to maintain the high quality of service it now provides. 

It is problematical whether this efficient service could be maintained if addi- 
tional employees were required, because of the labor market in San Jose, and the 
type of personnel we must insist upon. 

Carrying people is a serious responsibility, requiring intelligent, alert and 
responsible drivers, who will at all times place the safety and welfare of the 
passengers above everything else, and at the same time be able to provide the 
courtesy and service required of a public servant to maintain good public 
relations. 

These attributes which we must find in a prespective employee before he is 
hired, are not easily found, and therefore, the problem of finding a sufficient 
number of additional employees to handle our schedules if bill S. 1267 were to 
be passed, would result in a serious and time consuming situation. 

In an effort to state our position in the matter as briefly as possible, we have 
omitted many other instances, which we feel certain, would also prove that 
passage of bill S. 1267 would be detrimental to not only the San Jose City Lines, 
Inc., but to the entire transit system of the Nation. 

Therefore, the San Jose City Lines, Inc., hereby wishes to advise that, it is 
in accord with the position taken by the transit industry as a whole, in urging 
your honorable and distinguished body not to pass bill S. 1267. 

Very truly yours, 
BE. J. Diaz, 
Superintendent of Transportation. 





UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
March 28, 1957. 
Hon. Lister HILt, 
Chairman, Senate Labor and Public Welfare Committee, 
United States Senate, 
Washington, D. C. 


Dear SENATOR: I am enclosing a letter I have received from Mr. Sam Rosen, 
of Rosen Sanitary Wiping Cloth Co., New Orleans, La., relative to a situation 
that exists among manufacturers of his type and family laundries and diaper 
services that are not required to come under the provisions of the Fair Labor 
Standards Act. 

I have contacted Mr. Newell Brown, Administrator of the Wage and Hour 
Division of the Department of Labor in this connection, and I am forwarding a 
copy of this correspondence to your committee for its attention and consideration. 

With kindest regards and best wishes, I am, 

Sincerely yours, 
ALLEN J. ELLENDER, United States Senator. 
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Rosen SANITARY WIPING CLOTH Co., 


! New Orleans, La., Mareh 18, 1957. 
Senator ALLEN ELLENDER, 


Senate Office Building, 
Washington, D. C. 


Dar SENATOR ELLENDER: I would appreciate you giving your attention and 
consideration to the following serious situation, confronting our industry at 
the present time. 

We are manufacturers of wiping cloths, serving industrial plants. During 
the past few years, a number of family laundries, and diaper service, have gone 
into the business of renting wiping cloths. Those laundries do not come under 
the pro~isions of the Fair Labor Standards Act, because they qualify as a service 
institution, exempt from the provisions of the act. As you know, consideration 
is now being given to the amendment of the Fair Labor Standards Act, so that 
any firm doing at least 25 percent of their business with firms engaged in inter- 
state commerce, will come under the provisions of the Fair Labor Standards 
Act. Actually, this will still not give us the protection we require, since those 
laundries can form various corporations, so that they do not come into the 
percentage requirements to place them under the provisions of the act. 

As you can appreciate, the average laundry pays an average wage of around 
60 cents an hour. We, however, must compete against those laundries, and 
yet we must pay wages in accordance with the Fair Labor Standards Act. 

More and more laundries are going into competition with us, and unless we 
ean. secure some protection under the amended act, we are going to face a 
most serious situation. 

Your cooperation in endeavoring to see to it that these commercial laundries 
and diaper services who are going to compete with us, are placed on an equal 
competitive situation with our industry, will be sincerely appreciated. 

Yours very truly, 


Sam Rosen. 


MIAMI, FLa., March 12, 1957. 
Hon. Greorce A. SMATHERS, 
Senate Office Building, 
Washington, D. C.: 

I have forwarded the following telegram to members of the Senate Committee 
on Labor and Public Welfare: 

“We are advised that Subcommittee on Labor of the Senate Committee on 
Labor and Public Welfare is now considering Senate bill 1267 which proposed 
the elimination of the provision exempting transit employees from minimum 
wage and maximum hour provisions of the Labor Act of 1938, as amended. We 
believe that the minimum wage feature does not affect the industry because 
city transit employees’ wages are well above that minimum. However, we 
respectfully request urgent consideration by the committee of the factors that 
would make the maximum hour provision prohibitive to the city transit industry. 

“First, the two companies serving Miami and Miami Beach operate a total of 
300 buses and have 750 employees. A conservative estimate of the increased 
cost to the two companies caused by the application of the maximum hour 
provision indicates an additional cost of over $100,000. We believe this ex- 
perience would be representative of the experience of the majority of transit 
companies throughout the United States. 

“Secondly, the transit industry in the Nation already is in precarious straits 
as a result of which many municipalities have been forced to grant relief or 
are now working on programs toward that end. 

“Thirdly, transit companies cannot increase their passenger fares which are 
fixed by regulatory bodies so they have no way of increasing their revenue. 
Even if increases in fare were granted, which usually take long and difficult 
negotiations, experience shows that increases in fares usually result in decrease 
of riding, thus nullifying to a great extent the intended relief. 

“Fourthly, the passenger revenue cannot be increased either by efficient 
management, salesmanship or advertising. National statistics indicate that 
there is a steady decline month by month in passenger riding as the use of private 
automobiles steadily increases. 

“Fifthly, the complexity of transit service in numerous cities, as in the case of 
Miami and Miami Besch, makes it very difficult, if not impossible, to arrange 
workweeks to a 40-hour week. 





na 4 


nna 


OP Rtiwernw OP ES OW - 


ed 


e. 
It 


nt 
at 


of 


MINIMUM WAGE PROTECTION 1155 


“The additional cost for the reasons stated above will be catastrophic in the 
ease of numerous companies as we are sure will be the case with the two 
companies in the Miami area.” . 

I realize that Florida is not represented in this committee but would like to 
pring this matter to your attention for any support that you may give US as 
explained in the telegram. 

Kindest regards, 
WILLIAM D. PAWLEY, 
President, Miami Transit Co. and the Miami Beach Railway Co. 





CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., March 20, 1957. 
In re Senate bill 1267 
Hon. JOHN KENNEDY, 
United States Senate. 

My Dear Senator: On this bill, which your subcommittee is today holding 
hearings, I herewith hand you original telegram to me received March 15 from 
the Long Beach Motor Bus Co. by John Munholland, its attorney. 

I would be pleased to have the opportunity of appearing personally and pre 
senting this telegram, but I am necessarily in attendance this morning and after- 
noon on important hearings before the House Armed Services Committee. 

I will thank you to give due consideration to the important contents of this 
telegram and also have it made a part of your committee hearing. 

I will thank you in advance for advices as to what your subcommittee does in 
the matter. 

With personal regards and best wishes. 

Cordially, 
CLYDE DoyLe, Member of Congress. 


LonG BeEacu, Cauir., March 15, 1957. 
Hon. CiybE DoyLe, 
Member of Congress, 
1030 House Office Building, Washington, D. C.: 


As I advised you by telephone today, Long Beach Motor Bus Co. and other 
transit companies in this area are opposed to Senate bill 1267 which would remove 
from the Fair Labor Standards Act of 1938 the exemption now granted transit 
companies from the 40-hour-week requirements of the act. Local transit com- 
panies operate 7 days a week and are able to stagger hours on the present 48-hour 
week so as to give adequate time off to employees. A 40-hour week would in- 
crease overtime and raise operating cost of wages about 20 percent, which could 
be met only by increased fares affecting the public and workers in other indus- 
tries. Approximately 126 transit companies ceased operation last year as a 
result of increased cost and declining patronage. The passage of the proposed 
bill will undoubtedly cause other companies to do the same. Any help you ean 
give will be appreciated. 

Lone BreacuH Moror Bus Co,, 
By JoHN MUNHOLLAND, Attorney. 


Whereas several bills have been submitted to the Congress of the United States 
designed to extend the coverage of the Federal Wage and Hour Law, including 
H. R. 4570 and others, and 

Whereas we believe that the implications of these bills go way beyond the 
mere extension of Federal Wage and Hour Laws to retailers, in that they would 
pave the way for the Federal Government to subj2ct the smallest operator of 
retail establishments and service trades to Federal Unemployment Compensa- 
tion and Federal Workmen’s Compensation Laws, and 

Whereas we believe that such legislation would infringe on the powers and 
prerogatives of each of the several States; Therefore be it 

Resolved, That the Board of Directors of the Retail Merchants Bureau goes on 
record as opposing the national legislation designed to increase coverage of the 
Federal Wage and Hour Law, and be it further 
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Resolved, That this Board recommends that the Board of Directors of the 
Greenville Chamber of Commerce take similar action and direct the congres- 
sional action committee to contact our Congressmen and Representatives, Stating 
opposition of both organizations to such legislation. 

Adopted this 20th day of February 1957. 


Boarp oF DIREcTORS, 

Retain MERCHANTS BUREAU, OF THE 
GREENVILLE CHAMBER OF COMMERCE, 
WiiiiaM S. ReYNeEr, President. 


Adopted and affirmed by the Board of Directors of the Greenville Chamber of 
Commerce this 20th day of February 1957. 


M. L. Mres, Pevecutive Vice President. 


Jas. F. Connon & Sons, 
CHARLESTON, 8S. C., March 11, 1957. 
Hon. Strom THURMOND, 


United States Senator, 
Senate Office Building, Washington, D. C. 


DeAaR HONORABLE THURMOND: We are again voicing our emphatic opposition 
to any extension of the minimum wage that would include retailer employees 
and I would express the hope that you and your committee will frown upon and 
see that this grievous error is voted down by a large majority. 

As you know. the economy of our country is already in a precarious position 
and in definite inflation as to prices and production, and now bordering on harm- 
ing our present high living standards, and if this further reason for higher prices 
of necessities of life should be enacted, another spiral of prices would be fully 
disastrous, 

Further, this bottom strata of workers cannot earn the proposed higher mini- 
mum, and the final result will tend towards much unemployment, as well as 
dissatisfaction in our better group of workers and supervisors. 

Will you favor us by having our expression of opposition included in the 
record of your hearings, and a reply from you will be much appreciated, 

Sincerely and respectfully, 
MATTHEW A. Conpbon, Sr. 


HAVERTY FURNITURE Co., 
Greenville, S. C., February 22, 1957. 
Senator J. Strom THURMOND, 
Senate Office Building, 
Washington, D. C. 


Deak Senator. I fully realize you receive many communications from your 
constituents; however, being a retailer not under interstate commerce, I am 
much concerned by the efforts to include retailing under the Fair Labor Standards 
Act for the following reasons: 

For the past several years the general trend has been the creeping Federaliza- 
tion of sectional and local activities. I am sure you will agree that retailing 
is.certainly local. We serve only our local community, of which you are aware, 
and do not in any way engage in interstate commerce. 

It is my understanding the interest of the Fair Labor Standards Act was to 
regulate unfair interstate competition arising from substandard wages paid 
to produce goods shipped into another State. Retail wages do not cause unfair 
interstate competition. For example, retail wages in Easley, Clemson, Taylors 
or Greer have no effect on retail wages in Greenville and those in Greenville 
have no effect on wages paid in St. Louis or Omaha, Nebr. 

Job opportunities, no doubt will be reduced, if the retail exemption is re- 
pealed and no doubt many retail stores will be forced to self-service operations. 
Small stores, as well as large ones, must compete in the same labor market, 
hence the small stores not being able to finance such laborsaving devices, must 
as a result suffer. 

Retail workers’ pay not only includes their take home pay, but also many other 
benefits. They get sick leave with pay. As an example, I know 1 retail em- 
ployee who, last year was ill for some 4 months and his salary continued 
the entire period of his illness, nothing being deducted. This would certainly 








: 


MINIMUM WAGE PROTECTION 1157 


not be true in manufacturing where the employee is paid by the hour and 
contrasts quite favorably with many industries paying high hourly wages, and 
giving their employees only 2 or 3 days work each week. Another 
example. I know of 1 large textile plant, some few years ago that was 
closed down for some 60 days due to a change in more modern and up-to-date 
machinery. All employees of this large plant were laid off and were dependent 
upon unemployment compensation for their support. 

Retail store hours must be flexible to meet the shopping needs of the buying 
public. For this reason alone, the administrative details involved in the wages 
and hour regulations of retailing would no doubt severely damage many small 
firms, With red tape. 

Many retail employees are compensated on commission and salary basis. The 
small local merchant forced to comply with complex Federal laws on such 
situations would make his task absolutely unbearable. 

The fact that larger retailers or units or multistore chains be regulated is 
most impractical. If it is put on a volume basis, then there is a legal penalty on 
an aggressive, successful business. Such discrimination is not made in the 
regulation of other industry. 

If the selection be a matter of units, then a great store operating locally and 
dominating the community might well be exempt, on the other hand a smaller 
retailer with only a limited few employees, yet owned by a person operating a 
similar store in another State, would be regulated. 

I know you are on the Senate Committee on Education and Labor with 
Chairman Senator Lister Hill of Alabama and I will certainly appreciate your 
using your dynamic influence in expressing your views to your friends on the 
proper committees, and I sincerely hope you will be successful in getting it 
stopped there. 

Again thank you for your cooperation in this. 

Sincerely yours, 
MARVIN P. CANNON. 


Hayes-Lucas LuMpser Co., 
Madison, S. Dak., April 8, 1957. 
Stewart E. McCLure, 
Chief Clerk, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


DEAR Mr. McCrure: I refer to your letter of March 29, 1957, in regard to the 
proposals to extend minimum-wage protection under the Fair Labor Standards 
Acts. I appreciate the suggestion of Senator Allott, of Colorado, that I present 
my views on the proposals. 

I feel that I must state first that I have a dearth of information upon which 
to make any suggestions whatever. However, from a general standpoint, I am 
forced to the conclusion that the Government is not and cannot remedy the 
dislocation of our economy by encouraging the raising of wages in general in 
times like these. Although I certainly shall admit there may be cases of hard- 
ship, I am convinced the Government was not intended to remedy or try to 
remedy all inequities, first one place and then another, until the cost spiral gets 
completely out of control. 

Living in an agricultural area such as South Dakota, and believing as I do that 
farm prices could not be artificially controlled by the Government, but that agri- 
culture should be free and unfettered, I cannot subscribe to any program or 
proposal that will reflect in higher prices for the goods which the farmer must 
purchase. That is our one glaring trouble right now. My philosophy is that 
if we continue to depend on Government regulation we will resemble the person 
who attempts to even off the legs of a chair—-with the result that he eventually 
ends up with no legs and no chair. 

I am not alone in this great area of freedom of opportunity and private ini- 
tiative in my stand against more Government regulation. We need less regu- 
lation and less spending and, in my humble opinion, more unhampered opera- 
tion of the natural economic laws. 

Again, I thank you for allowing me to give you my suggestions and I am 
sorry if they may not meet with what may have been expected. 

Respectfully yours, 


EARL BENEDICT. 
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JENKINS Music Co., 
Kansas City, Mo., February 26, 1957, 
Hon. H. ALEXANDER SMITH, 
Labor and Public Welfare Committee, 
Senate Office Building, Washington, D. CO. 


Dear Sir: I am writing on behalf of our company as well as the many other 
retail businesses similar to ours in all States of the Union. I refer to the threat 
posed to us by Labor Secretary Mitchell, stating he wishes to bring all retail 
employees under the minimum wage as expressed in the Fair Labor Standards 
Act. This is another example of an attempt by a Washington department or 
bureau of the Federal Government to expand in size and to grab for more power 
to the detriment of the average retail business as it still exists in this country 
today. 

Accordingly, I am setiing forth certain basic reasons why, in our opinion, 
Congress should not eliminate the now present retail exclusion of the Fair 
Labor Standards Act. 

Retail business as a whole presently is operating at an extremely low net 
profit in most instances. In our case, our net profit for the past 2 years is less 
than 1 percent on sales. Since retailing basically is extremely competitive as 
to price, substantial cost increases cannot be absorbed and obviously may not 
be passed on to the consumer. 

Basically, prices on brand-named goods are customarily set by the manufac- 
turer. All such merchandise is nationally advertised and thus is well known 
to the buying public. Therefore, it is impossible for us to set profits through 
the means of price adjustments. Here might be said that retailing, as such, does 
not cause price increase essentially—they are the victims of price increases. At 
least 95 percent or more of everything we sell is brand-name merchandise. We 
are essentially a brand-name business house in all our stores. 

Substantial wage increases in the retail industry would contribute to the now 
present inflationary pressure through increased purchasing power of employees, 
plus price increases where possible on retail sales. Here we have a definite 
example of increased wages and buying power without increased productivity, 
which essentially is the basis for inflation. 

Extremely important is the fact that medium to large interstate retailers are 
in direct competition with small intrastate retailers. Increasing wage cost to 
the medium to large retailers would place them in an impossible and extremely 
unfair competitive position—this comment in view of the proposed change which 
would eliminate “retailers having less than $1 million annual sales volume, 
fewer than 100 employees, etc.” In our case, we do well over $1 million an- 
nually in our 9 stores located in 4 different States. However, most of our 
branch stores are small units similar to the locally owned and operated small 
stores found in any village, town, or small city. All of our hired help in our 
stores are local people. We pay taxes locally in each community where we 
have a store, the same as any locally owned business. Although we have ap- 
proximately 600 employees in our total of 9 stores, about three-fourths of this 
number are concentrated in 4 of our stores. 

Thus, if retail employees are included under the Fair Labor Standards Act 
this would be a direct interference in an essential local activity, thereby per- 
mitting Congress and the Federal Government to regulate local industry. The 
constitutionality of this is questionable. 

A substantial number of retail employees work on a straight commission 
basis. To guarantee a minimum wage to these employees would in no way be 
helpful to them, and certainly not to their employer. The maximum hours re 
quirement would be extremely difficult as well as expensive to administer. 

Increase in the groups of lower paid employees initiates a chain reaction, 
pressuring employers to increase wages in exces of minimums, which would 
further increase cost in order to maintain necessary wage differentials. 

Our company believes the above represents the salient points as to why it is 
undesirable to change the present law by eliminating the retail exclusion. 

May I express our sincere hope that you will give this particular matter your 
earnest and careful consideration, and help to preserve business in this country 
today as it still exists. Don’t allow this country to continue the gradual, 
frightening growth that it has had during the past twenty-odd years toward 
a supercentralized socialistic state of government. 

Most sincerely yours, 
Pav W. JENKINS, President. 
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STATEMENT OF ORVAL A. SLATER, SAN ANTONIO, TEX. 


My name is Orval A. Slater, a native-born Texas, currently domiciled at 
126 Canterbury Hill, San Antonio, Tex. 

I am filing this statement as a private citizen, representing only myself. 

I am president and general manager of Slater-White, Inc., a Texas corpora- 
tion, organized in October 1945 for the purpose of producing and selling dry 
cleaning and laundry service in metropolitan San Antonio. 

In the past 11 years Slater-White, Inc., has grown to be an employer of 112 
persons with a payroll in 1956 of more than $240,000 which, for the year 1956 
was in excess of 59 percent of gross sales. During the year 1956 our productive 
payroll, the earning of those actually processing the garments and linens 
received from solely private individuals and homes, was slightly more than 
$2 percent of gross revenue. 

We have a substantial number of employees, who, notwithstanding our fur- 
nishing them with the most efficient equipment and mechanical aids currently 
available to the textile maintenance industries, are not able to earn the proposed 
minimum wage of $1 per hour at current prices paid for our service by the 
people of San Antonio. This statement is made with the knowledge it is subject 
to verification. 

The compulsion of such a minimum rate of pay to a substantial segment of 
the existing labor force must inevitably result in radical increases in selling 
prices, raises that can only result in decreased sales and proportionately de- 
creased labor requirements. This leads to increased unemployment which 
must be cared for on a starvation level by further taxes on an already over- 
loaded citizenry. 

It should be recognized that competition for satisfactory employees, during 
and since the last war, has scraped the bottom of the barrel and has resulted 
in, to an extremely large degree, the retail and service industries being com- 
pelled to satisfy their labor requirements from the ranks of the misfits and 
eastoffs of higher paying industries. 

If there were no other pertinent factors deserving your careful investiga- 
tion and consideration, the very placing of a floor under the minimum wage of 
almost all gainfully employed must result in advancing the average hourly 
rate in all industry and business. These increases become more bitterly com- 
petive and cannot be absorbed under current selling prices. Therefore another 
two or more rounds of wage-selling price increases takes place to further in- 
flate our economy and decreases the real purchasing power of the dollar. 

Not to be overlooked is our entering into a relatively decreased labor supply— 
the direct result of the low birth rates of the 1930’s and the loss of the contri- 
bution made in the early portion of this century by immigration from Europe. 

There must be a definite impact of those two factors on the sale and distribu- 
tion of all goods and services. This is especially true if appropriate considera- 
tion is given to the fact that the majority of Americans earn their living in 
nonmanufacturing businesses such as distribution, services, transportation, gov- 
ernment, ete., and, while there has been creeping inflation in these fields, they 
have been a greatly stabilizing influence on our entire economy. 

When one considers that the increased wages in the manufacturing industries 
have been largely offset, since World War II, by increased hourly productivity, 
due largely to the introduction of new machines, one should note that actual 
relative wage costs have been quite stable. On the other hand it is some- 
what more difficult to increase the hourly productivity in the service industries. 
Little can be done to increase the output of a woman pressing dresses, or of a 
barber, or a truckdriver, a bus operator, or a retail clerk. Yet these employees 
have been demanding and getting increased wages with the inevitable pressure 
on driving the cost-of-living index on up. 

With these and other inflationary pressures acting on our national economy, 
it seems naive to think inclusion of some 10 to 12 percent of the current gain- 
fully employed under the floor of a high minimum wage can escape feeding 
dangerous fuel to the fires of inflation and escape a “bust” with the tragedy of 
increased unemployment and suffering. 

I beg of you gentlemen that you consider well all these implications before 
taking favorable action on such a proposal so filled with danger to our national 
economy and general welfare. 
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J. S. ScHRamM Co., 
Burlington, Iowa, April 8, 1957. 
Mr. Stewart E. McCiure, 

Chief Clerk, Committee on Labor and Public Welfare, 

United States Senate, Washington, D. C. 


Dear Mr. McCrure: Upon returning to my office today from a 4 weeks’ ab- 
sence I find your letter of March 29 inviting me to submit a statement for the 
printed record of the recent hearings on proposals to extend minimum wage 
protection under the Fair Labor Standards Act. Because I was necessarily 
out of communication with my office during the past week it was impossible for 
your letter to be forwarded to me. 

Unfortunately so much time has elapsed now that it would be impossible for 
me to prepare and send you a statement within the time limit indicated in 
your letter. I have just had an opportunity to read the statement submitted 
by Mr. George W. Price, vice president of John Priehs Mercantile Co., Mount 
Clemens, Mich. I could add very little to this statement which is correct in 
every respect, as I see it. We happen to be a relatively small retail business in 
about the same volume category as the John Priehs Mercantile Co. The facts 
and figures which Mr. Priehs states are entirely accurate and represent our ex- 
perience almost precisely. There is no doubt whatsoever in our minds that the 
extension of minimum wage legislation to the retailers of the Nation would 
result in great inequities with the ultimate result that many small businesses 
would be wiped out. 

If my mere seconding of the statement of Mr. Priehs would be in order I 
should be grateful for you to so indicate in the record. 

Very sincerely, 
JAMES S. ScHRAMM, 
Executive Vice President. 





SourH CAROLINA AUTOMOBILE DEALERS ASSOCIATION, 
Columbus, 8. C., March 29, 1957. 
Hon, J. Strom THURMOND, 
Member of United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Senator THURMOND: I feel sure you will agree with me that any 
legislation, in order to be justified, should work some benefit. 

There is a proposal now before the Congress, which if enacted into legislation, 
would not in my opinion accomplish any good purpose. I refer to the proposal 
to bring retail activities which are now exempt under the wage and hour 
regulations. 

It may be the intent of the Congress to exclude service garages and outside 
salesmen from the provisions of this legislation. If so, there is no need for 
you to waste your time reading further, but if it is their intent to regulate 
the above activities on the basis of a 40-hour week, I urge that you give very 
thoughtful consideration to the points I will attempt to bring out. 

First, let me say that my fellow dealers and I are not alarmed over the slight 
increase in wages which mizht result by coverage of our clerical help and inside 
salesmen. As a matter of fact, our parts department and accounting depart- 
ment have been paid on this basis ever since this firm was organized, a standard 
workweek being 40 hours. 

A very definite problem presents itself in connection with our mechanics. In 
order to serve the public efficiently, we must be prepared to render services at 
the owner’s convenience. It has become almost universal practice throughout 
the automotive industry to recompense mechanics on what is termed a flat-rate 
basis. Our labor charge to the public is $4 an hour, of which the mechanic is 
paid 50 percent and out of the balance we must take care of general overhead 
plus the wages of nonproductive employees, such as service supervisor, assistant 
foremen, service salesmen, porters, etc. Our mechanics are available for as- 
signment 9 hours a day, plus 5 hours on Saturday, and earn $100 a week, more 
or less. If we were to be restricted to 40 hours a week at the $2 rate it would 
mean that we would have to have 1 charge to the customer on weekdays and 
another on Saturday. I am sure that you as a customer would resent strenu- 
ously any effort on the part of the dealer to charge you more for working on 
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your car on Saturday than he would charge on Monday, Tuesday, or Wednesday. 
The result, as I see it, would be that we would be forced to limit our mechanics 
to 40 hours’ productive labor at a loss to them of some $20 a week. Since 
mechanics are not readily available, this would not provide additional employ- 
ment, and I fail to see how such legislation could benefit the car owner, the 
employee, or the car dealer. In fact, it would also militate against the Govern- 
ment as it would reduce the dealer’s ability to pay taxes. Whom then would 
the legislation benefit? 

Another serious problem is involved with outside salesmen. Our salesmen 
spend less than 25 percent of their time in our place of business. Their liveli- 
hood depends on finding and developing prospects into buyers. We have no way 
of knowing how many hours they actually spend productively, but it is reflected 
to a great degree in their earnings, which are on a commission basis. Some of 
our salesmen will earn over $1,000 in 1 month and may not earn over $300 to 
$400 the next month. T don’t know just how we would figure a saleman’s earn- 
ings on an hourly basis. And again, in my opinion, I can’t help buat feel that 
the legislation would serve only to restrict the salesman’s efficacy and earnings. 
It would do no good to the employee, the general public, or the Government. 

I trust I have made these points clear. There are other arguments that 
could be presented which put the proposal in an even more unfavorable light, 
but I hesitate to take any more of your time than is already required to read 
this much too lengthy missile. 

If the proposal shonld reach the stage of action and should include the provi- 
sions discussed above, I would very much like the privilege of appearing before 
the committee considering this legislation as a representative of the South 
Carolina Automobile Dealers Association. I cannot overemphasize the impor- 
tance that we have attached to this subject, and feel that it would threaten the 
very existence of the entire group of retail automotive merchants, as you no 
doubt know the average dealer at this time is making less than one-half of 1 per- 
cent on his sales after taxes, and it would take very little to depress those earn- 
ings to the vanishing point. 

After having heard your message at the convention at Myrtle Beach last year, 
I feel sure that you have a most thorough grasp of the problems of the auto- 
motive industry, and I am confident that we can depend on your wholehearted 
support in this matter. 

With kindest personal regards, I am 

Very truly yours, 
C. G. VOGELL, 
President, Mutual Motors. 


LYNCHBURG STEAM BAKERY, INC., 
Lynchburg, Va., April 10, 1957. 


* 


Mr. Stewart EF. McCuiure, 
Chief Clerk, United States Senate, 
Committee on Labor and Public Welfare, 
Washington, D. C. 

DEAR Mr. McCuvure: Thank you for your letter of March 29. 

I assure you I appreciate the privilege of submitting a statement to be in- 
cluded in the printing record of the hearings on proposals to extend the minimum- 
wage protection under the Fair Labor Standards Act. 

I feel that should the minimum wage be extended it will definitely work a 
hardship on marginal workers, and cause many of them to be placed in need 
of Federal or local government help. There is a wide range of production 
ability in persons now employed in businesses that do not at present come under 
the Fair Labor Standards Act. The low productive personnel could no longer 
be profitably employed. 

Due to an application for a loan with the Small Business Administration I 
have submitted my resignation from the National Council of Consultants for the 
Small Business Administration. You may not want to include the above state- 
ment in the records as I am no longer connected with the Small Business Admin- 
istration. 

Yours sincerely, 
Ropert M. WINFREF, President 
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SUPPLEMENT TO ATTACHMENTS ACCOMPANYING STATEMENT OF M. M. MALMeg, 
AMERICAN TRANSIT ASSOCIATION, PAGE 653 


The Oshkosh City Lines, Inc., like most transit companies operating in cities 
having a population of less than 50,000 has had to struggle to exist auring the 
past 6 years because of rapidly rising costs and declining patronage due to com- 
petition from the private automobile. 

Some measure of relief was gained in 1954 when the State of Wisconsin ex- 
empted all urban bus operations from motor fuel taxes, registration fees and 
local license fees. 

The situation has been so uncertain and discouraging that our company long 
ago discarded its bus replacement program and instead concentrated on better 
maintenance in order to preserve our units until the day when we would be out 
of the woods. And so, for the past 3 years, our fleet has been fully depreciated 
and our total depreciation expense sharply reduced. This item, together with 
the tax relief mentioned above, has enabled us to show a slight profit. 

But our labor costs like those of all other industries, have continued to climb. 
Fortunately however, our employees have been very understanding and have al- 
ways cooperated with management to promote efficiency and economy of opera- 
tion. And while we have always paid just straight time, the men have never 
voiced any complaint about their hours but rather have requested that we run 
short-handed so as to have extra work available for those men who desire to 
build up their paychecks in that manner. We are happy to say that we have 
always had a contented group of employees. 

And now comes §. 1267, a bill which proposes the elimination of the provision 
which exempts the transit employees from both the minimum wage and maxi- 
mum hours provisions of the Fair Labor Standards Act of 1988. If this bill 
should become law, the labor costs of our poor struggling company would be 
increased $11,600 annually, a burden too great for us to bear. We would be 
forced to go out of existence. 

We, therefore, sincerely urge you to do whatever you can to retain the provi- 
sion which exempts the transit employees from the maximum hours provision 
of the Fair Labor Standard Act of 1938. Anything you do in this matter will be 
greatly appreciated. 

OsHkosH Crry LINEs, ING, 
Kari A, SCHMIDT, 
General Manager. 





—_————_—— —— 
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OsHKOsH Crry Lings, INc. 


OSHKOSH, WIS. 


ExuHisit 1.—Profit and loss statement, years 1955, 1956, 1957 
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Actual 
Aptiepeted, | —. 
year 1957 
1956 1955 
= ane — | $< ____ — 
Operating income: 
Cash revenue. lei sah iiaAiiteietn ientain tna tiatltaiclisdaialaaiiii $39, 218 $41, 536 $65, 293 
Token revenue ifainvleinn wile sgn icon eielnae 147, 532 155, 875 142, 211 
Charter revenue ---- See ; hen 350 349 | 1, 099 
Advertising revenue. -- 3, 000 2, 593 | 218 
Other._- Sow vkwndeegonnensenee ee eienenwn | 489 
Total- 190, 100 200, 388 | 209, 310 
Operating expenses: ’ a7, Poa a 
Equipment maintenance and garage- 7 34, 510 35, 480 34, 021 
Transportation _ -- , aaa 90, 219 90, 390 86, 494 
Traffic ; ; 600 384 661 
General oper ating _- speed | 62, 831 | 72,177 | 81, 985 
_————— ee = 
Total .- 188, 160 | 198, 431 | 203, 161 
Net operating income (before taxes) at M 940 | gaz} ts«éG 149 
Other income: — “ 
Sale of junk | 10 2 | 12 
Storage _- : (RORY Seep 158 | 307 
Interest -- | 460 611 | 314 
Other | 30 | 29 | 
iene a eee ait nian a 
Total_..-.- . : 500 | 800 | 633 
Net income (before taxes) ......--- ‘ | magi: 440 rs a ae 722 | — 6, 782 
Provision for income taxes: 
Wisconsin _ - -- ‘ pitied ot cee elected None None | 2, 535 
United States 725 793 | 1, 272 
Net income (after taxes) .....--- Geanewe 5 wad 1, 715 | 1, 929 | 2, 975 
EXHIBIT 2.- _Punaeye rs carried, genre 1955, 1956, 1957 
a . ane candace - SS ———~ a = 
| 1987 Oe 
| 
—e- —s oe ee ee Re eee ee i 
| 
i was i 363, 551 | 388, 782 | 638, 685 
Token A es sipeeiigne een . 1, 180, 256 | 1, 246, 906 | ¥ 147, 583 
ator e } 
Total......- “a delece tee aneeee =| 1,543,807 | 1,635,688 | 1, 786, 268 
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Exuisit 3.—Balance sheet, Feb. 28, 1957 
Assets: 
Current: 


I a ee rein $30, 970. 07 
PIII Sate te SEAM Fe cit eS cd ieliigl wabe kin i 040. 00 

SU Set ests 6 sak chinds Sats a Wkldinm wos ws wcacaieie 1, 777. 05 
Accounts receivable_________- des Peimeeraad an sian te 1, 279. 76 

35, 066. 88 
Prepaid: a 
Insurance______- isk caer re ie reese. . 2, 402, 79 
Licenses and permits_____- nidie tissid’ bivetiae we sweiwsarrta’l 115. 67 


2, 518 39 


Other assets: 


Equipment replacement - - - _- (a Dintin Sends imine oe 6, 500. 00 
Miscellaneous investments ; vowel ets were 21, 899. 50 
Original expense, franchises, and signs__.........-.------ 426. 95 


28. 826. 45 


Fixed assets: ’ 
Buses_ Poe se eat ‘ ep ee re ae ___148, 863. 58 
Service ear, truck, tokens............._.....- ee 
Shop and garage machinery__---_--------- bake 13, 814. 36 
Office furniture and fixtures : », 163. 47 


ia 023. 91 


Less deprovintion= ......c«. se (e-ted cap ; 161, 945. 50 
uM, 07 8 aL 
pi a 4 aateheate care , 490. 13 


Liabilities: 
Current: 
Accounts payable ‘ a : aera 1, 428. 70 
I ad a Sera eera ae bk wre Une baa eee eases aarn ie wee 8, 113. 61 
Unredeemed tokens_- 3, 044. 90 


Dividends declared ___- _- Soca sewn cocccetsisc scone None 

2, 587. 21, 

Accruals: Miscellaneous State and Federal taxes____.___-_~_- . 966. 55 
Capital stock: 

6 percent cumulative preferred _ hicsstneeueck ne : . , 930. 00 

ee ee ae ae ‘ Ss pee , 545. 00 


" 075. 00 
» 166. 66 


Pension plan reserve 
Surplus: 
Balance, Jan. 1, 1957___- : (423. 55) 


Less: Dividends__-_-_--_-- Fe ste end a ot eee None 
Plus: Profit to date__.__--- aA a as oe Eee 3, 118. 26 
Balance, end of month. ___-_-_- eee : aes os 604. 71 

Total liabilities___ i ee — ee 13 





PXxt 


Gari 


Dri 
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pxurBit 4.—Hstimated annual compensation of hourly rate employees, year 1957 


| Annual compensation 


! 
| Number | Rate per Present work schedules 


of em- BR eee 
ployees week (straight 
Straight Time and i 
time basis one-half | 
basis ! | 


time) 2 





Garage: 

Forman. -_ : ‘ a | } $5, 593 
Mechanic, A.....-- . fee | . % 5, 215 
Mechanic, B tion dik | 7 4, 647 
Service man ‘ —_ seca . 66 4, 485 
Part time....-- ‘ . 66 | 531 


TPetal....<. eS Lee b 20, 471 


Drivers: * 
Full-time men: | 
lotal payroll 5 72, 128 | 
Average Wage per man. ...-....../.... 4, 508 | 5, O91 | 3, 349 
Part time..-_- | 2, 763 | 2, 763 | 2, 763 
Total_- Lec zi P 74, 891 | 84, 222 | 74, 891 
Total payroll, all hourly-rate employees FO 5 sent 106, 988 | 95, 362 
1 For all hours over 40 hours per week. 
2If we decided to hire additional men rather than pay premium wages. 
$ Garage work schedule for each man is 51 hours per week, 52 weeks, 2,702 hours annually. 
4 Driver work schedule for each man is 48 hours per week, 52 weeks, 2,496 hours annually, (full-time drivers, 
however, usually accept extra work and average 2,800 annually). 


NotrE.-——Our most optimistic estimate of operations for the year 1957 indicates very clearly that this com- 
pany would be unable to continue its present work schedules and pay time and one-half for all hours over 
40 per week. The added burden of over $11,000 annually would be more than it could bear— we could not 
survive. On the other hand, we could not hope to keep any of our present employees if we decided to put 
all the men on a straight 40-hour week. The drop of $1,200 in their annual wage would force them to seek 
other employment. 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGE, 
Washington, D. C., February 21, 1957. 

My Dear Mr. Secretary: This is in reference to a proposal in your 1957 legis- 
lative program entitled “To amend the Fair Labor Standards Act of 1938, as 
amended.” 

We are informed that the Senate Conimittee on Labor and Public Welfare plans 
to hold hearings beginning February 25, 1957, on coverage of the Fair Labor 
Standards Act and that these hearings will provide an opportunity for the com- 
mittee to consider this subject. In view of this fact and in light of the agreement 
by all agencies concerned that exemption of foreign bases from application of 
the act are desirable, the Bureau of the Budget would have no objection to the 
presentation of the subject proposal in its present form. In this form the bill 
will provide a basis for the consideration by the Congress of the issues presented 
by the bill. It also will provide a means of affording the Department of Defense 
and other affected agencies an opportnnity to present their views. The qualified 
nature of this clearance should be specifically called to the attention of the com- 
mittees. 

During the course of the forthcoming hearings, it is understood that the follow- 
ing major points will be brought out as agreed at a meeting on the proposal which 
was held with representatives of your Department and other interested agencies 
on February 21, 1957, 

1. The opposition of the Labor Department to (a) inclusion of Guam and 
Wake Island, (0) the proposed bar against liability for past violations of the 
Fair Labor Standards Act, and (c) authorization of mandatory notice to 
interested parties, with opportunity for hearing, before the Secretary takes 
action on industry committee findings and recommendations. 

2. The opposition of the Panama Canal Company and Government to inclusion 
of the Canal Zone in the bill. 

3. The State Department’s concern with the foreign-policy aspects of the bill, 
especially in relation to Guam. 

Sincerely yours, 
RoGerR W. JONES. 
Assistant Director for Legislative Reference. 
The honorable the SECRETARY OF DEFENSE. 
(Attention Mr. Frank J. Sherlock, 3D960 Pentagon. ) 
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United STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
April 24, 1957. 
Hon. Lister H11, 
United States Senate, Washington, D.C. 


DEAR SENATOR: I have been greatly disturbed by recent reports indicating that 
the Committee on Labor and Public Welfare will shortly consider amendments to 
the Fair Labor Standards Act affecting, among others, merchant seamen. It ig 
my understanding that S. 1267, as introduced by Senator Morse, would have the 
effect of extending coverage to some 10 million persons, including practically al] 
seamen in the American merchant marine. Further, I believe, Secretary of Labor 
Mitchell has recommended that the coverage be enlarged to include 2% million 
working men and women, among them some 90,000 seamen. 

You will no doubt recall that when the Fair Labor Standards Act was first 
enacted in 1938, the Congress realized that the unique character of the shipping 
industry made it impossible to apply the same rules and regulations applicable 
to shoreside employment and determined that seamen should be exempted from 
the wage-and-hour provisions of the act. Subsequent Congresses have continued 
to recognize the essential difference in employment conditions and have refused 
to enact legislation which would bring seamen within the scope of the act. 

There are no new circumstances which require a departure from this policy, 
and its wisdom has been justified by the fact that the industry, through collective 
bargaining, has achieved the objectives of the act with a program which is tailored 
to fit the special needs of shipping. When in port, seamen now work on a 40-hour 
weekly schedule, and at sea, where operating conditions require a 56-hour week, 
seamen receive overtime for the additional service. 

Only confusion can result from applying the seamen the Fair Labor Standards 
Act which was never integrated with the laws protecting seamen and which is 
administered by an authority unfamiliar with the problems of ships and shipping. 
Labor itself has repeatedly recognized the impracticability of attempting to apply 
a 40-hour week to vessels at sea. To my knowledge there has been no change 
of feeling on the part of maritime labor in this regard. 

In view of your chairmanship on the Committee on Labor and Public Welfare, 
I hope that I might enlist your consideration of the potential hazards in the in- 
clusion of merchant seamen, and would deeply appreciate any cooperation you 
might be able to render. It is also respectfully requested that this letter be made 
a part of your committee’s hearings on the matter. 

With warmest personal regards, I am, 

Sincerely, 
JOHN MARSHALL BUTLER, 
United States Senator, 


STATEMENT IN BEHALF OF THE AMERICAN MERCHANT MARINE INSTITUTE, INC. 


My name is Herbert R. O’Conor. I am Washington counsel of the American 
Merchant Marine Institute, Inc., a trade association comprised of the majority of 
American-flag steamship companies operating all types of vessels in the foreign 
and domestic trades. 

The institute wishes to register its opposition to those provisions of S. 1267 
which would amend the Fair Labor Standards Act of 1938, as amended, so as to 
(1) eliminate the exemption of seamen from the minimum wage provisions of 
the act; (2) exclude the cost of board and lodging furnished seamen by their 
employers in connection with the computation of the minimum wage; and (3) 
define the term “American vessel” to include “any vessel which is defined as a 
‘vessel of the United States’ in title 18, United States Code, section 9, or which is 
documented or numbered under the laws of the United States.” 

The object of this statement will be to supplement and bring up to date the 
information and views expressed in the institute’s statement of April 27, 1955, 
which was presented to this committee in connection with S. 662 of the 84th 
Congress. That bill contained amendments to the Fair Labor Standards Act of 
1938 similar to those in S. 1267 mentioned above, which would directly affect the 
merchant marine industry. 

The same fundamental principles which were set forth in our statement on 
S. 662 are applicable to the similar provisions of the present legislation. The 
unique character of the shipping industry and the essential difference in employ- 
ment conditions in that industry, as compared to shoreside industries, which con- 
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siderations have been recognized by prior Congresses since the Fair Labor 
Standards Act was first enacted in 1938, remain unchanged. There are no new 
circumstances which would require or justify the departure from the policy of 
exempting seamen from the provisions of the act. 


I 


EARNINGS OF AMERICAN SEAMEN 


As was the case 2 years ago, seamen, when in port, now work on a 40-hour 
weekly schedule and, at sea, where operating conditions require a 56-hour week, 
seamen receive overtime compensation for the additional work. 

The following table shows the average current monthly basic wages and over- 
time compensation paid to the crew of a United States flag C-2 type, dry-cargo 
yessel operating from Atlantic and guif coast ports. ‘This table is based on the 
earnings of crews of C-2 type vessels on 57 different voyages of such vessels. The 
figures were computed on February 18, 1957, and are representative of the pres- 
ent earnings of crews on most American-fiag vessels. 


Monthly contri- 
| | butions 
| Monthly 

base 


| 


Subtotal | | Grand 


wage | | Pension | | total 
i 


| | and | Vacation | 
| welfare | plans 
| plans 


} | 
— - . - | — — - eee as 


ee Se) to tis ¥ $1,208.29 | $48.00} $153 $1, 409. 30 
Chief mate __- ‘ | $287.47 | 1,072 99 | 48.00 | 53 6 1, 174. 60 
2d mate aentnaiiieeds « ona 283.34 | 874.68 48.00 47.3 969. 99 
3d mate ___- ; 2 Z : 54! 259 81 805. 31 | 48.00 | 43 6 896. 95 
4th mate ao sk 286. 84 787.11 48. 00 40 875.13 
Radio officer -- sudateeelieory sant . 271. 57 808 40 | 48. 00 | 51 907. 40 
encom mest Picasa 151. 37 597. 29 37.50 | 26 76 | 661. 55 
Cc enter Soe ; ; | ‘ 136 10 544 37. 50 24 46 606. 27 
Deck maintenance-____- ebb dahl y 127. 52 502 | 37.50 | 22 562. 75 
Able seaman eaticH-debpheel 197. 16 530. 4 37.50} 20 587. 93 
Ordinary seaman a Me ; 149. 46 408 30 | 37.! 15. 53 | 461. 33 
Chief engineer ‘tates ME i : , 108. 59 | 48 79 | 1, 236.05 
Ist assistant engineer. - cs daa ; 267.76 | 1,053.58 | 48. } 1,155.22 
2d assistant engineer __- eaual f 273 48 865. 28 | 48 47. 34 | 960. 62 
' 
| 





3d assistant engineer : | 248 36 794 886. 44 
4th assistant engineer 242. 00 742. 93 | 831. 00 
Electrician bs : | 5 116 70 645. 91 | 37 | é 715. 16 
2d electrician ao abides 96. 04 589 | 37. | 2 | 656. 12 
Oiler __. _— } 27 | 192 39 525 « 2 | 583. 16 
Fireman/watertender | 200.34! 533 61 | 37 7 } 591. 11 








Wiper. 9 | 4249| 354 37. 50 | 2} 410.47 
Chief steward pousl | 221.33 | 656. 20 37 719. 79 
Chief cook : , ec 45 | 186.35 | 579.80] 37.50| 2361] 640.91 
Cook/baker._ - % 185.71 | 568.55 | 37.50] ¢ 629. 02 
3d cook a 5} 184.12} . 513.18 9.74 | 570.42 


Messman/utilityman......-._._. sa 141.19 | 398.05 | 37.50] 15.41 | 450.96 





The basic wage of American seamen continues to be about four times the aver- 
age paid on vessels of other leading maritime nations. 

An examination of the earnings of seamen, as shown in the preceding table, 
indicates that none of the seamen listed thereon would be directly affected by 
the proposed changes in the law, so long as the minimum wage prescribed in the 
remains at $1 per hour. For example, the unskilled ordinary seaman has a basic 
wage of $258.84 although he averages more than $400 per month. Moreover, 
as shown by the preceding table, he benefits from additional monthly contribu- 
tions of $53.03 for pension and welfare and vacation plans, or an overall total 
of $461.83 per month. In the event the minimum wage should be increased in 
the future, an increase in the basic wage of such workers, for a theoretical 
work month of 240 hours, might well be required although his actual earnings 
might go considerably beyond the minimum wage established in the law. This 
situation would affect many seamen on dry-cargo vessels whose actual earnings 
would far exceed any proposed minimum. 

As was noted in our previous statement, it is very likely that any increases for 
lower ratings would result in a demand for similar adjustments for higher rat- 
ings in order to maintain the established differentials between ratings. 
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The inevitable result, in the light of the developments of recent years, would 
be to add to the wage costs which are already such a problem to the American 
merchant marine. 

II 


Since the purpose of this statement is merely to supplement and bring up to 
date the comments and data presented in our statement submitted in connection 
with S. 662, we shall not endeavor to set them forth again in full, but will simply 
point out that the same objections made therein apply with equal force to the 
present legis!ation. 


EXEMPTION FROM MINIMUM WAGE PROVISIONS 


As previously shown, seagoing personnel have been able to make substantial 
udvances in earnings and working conditions which go well beyond those gained 
by most other classes of American workers despite the fact that they have never 
been covered by the Fair Labor Standards Act. Accordingly, we see no need 
for the proposed change in the law which would remove the exemption of seamen 
from the minimum wage provisions. 

In addition to the two industrywide programs being operated for unlicensed 
seamen, which were referred to in our prior statement, there now exist industry- 
wide pension programs for licensed deck and engine officers and radio officers on 
both coasts. Furthermore, a number of companies operate private pension plans 
for seamen. 


EXOLUSION OF COST OF BOARD AND LODGING FROM COMPUTATION OF SEAMEN’S WAGES 


S. 1267 would amend section 3 (m) of the act to provide that for the purpose 
of computing the proposed minimum wage, insofar as seamen are concerned, the 
cost of board, lodging and other facilities furnished to any employee by his em- 
ployer shall not be included in such wage. The exclusion of the value of board 
and lodging from such computation would be unfair and discriminatory with re- 
spect to steamship companies which bave always furnished lodging and subsist- 
ence to seamen on board ship without making any deduction therefor from wages. 
The act, as proposed to be amended by 8S. 1267, would authorize the inclusion of 
the cost of board and lodging in the computation of the minimum wage in most 
other industries. 

APPLICATION TO AMERICAN VESSELS 


As was pointed out in our statement of 2 years ago, there are serious objec- 
tions to the amendments to the act which would make the minimum-wage pro- 
visions applicable to seamen on vessels not documented by the United States. 
A vessel documented under and subject to the laws of a foreign country would 
be made subject to the provisions of the act if wholly or partly owned by a citi- 
zen or corporation of the United States. The questionable nature of such a 
proposal and the complications which would ensue from such an attempt to regu- 
late within the jurisdiction of another nation are as valid objections to the in- 
clusion of such a provision in S. 1267 as they were in connection with the prior 
legislation. 


CONCLUSION 


Accordingly, we respectfully urge that you not approve any amendments to 
the Fair Labor Standards Act of 1938, as amended, which would alter the present 
exemption of seamen from the minimum wage and maximum hours provisions 
of the law or change the extent of the application of the law with respect to 
seamen. 


THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
Washington, D. C., March 29, 1957. 
Hon. JouHN F. KENNEDY, 
Chairman, Labor Subcommiitee, Senate Committee on Labor and Public 
Welfare, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR KENNEDY: On March 11-14, 1957, the Associated General Con- 
tractors of America, Inc., held their annual convention in Washington, D. C., 
and among subjects discussed was the Fair Labor Standards Act as amended and 
its application to the construction industry. 


- = = 


—— 
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Because your committee is now engaged in a study of proposed changes in the 
Fair Labor Standards Act as amended, we would appreciate your consideration 
of. a resolution adopted in this convention which reads as follows: 

“With respect to the Fair, Labor Standards Act and its application to con- 
struction operations, the 38th annual convention of the Associated General Con- 
tractors of America, held in Washington, D. C., March 11-14, 1957, adopts the 
following principles: 

“1. It opposes as unnecessary governmental regulation any further extension 
of coverage of the wage and hour law to construction operations ; 

“2. It supports legislation which would limit coverage of the act to hourly 
paid laborers and mechanics employed on the site of construction ; and 

“3. It supports legislation which would clarify the term ‘regular rate of pay’ 
used in determining overtime payments.” 


OPPOSITION TO FURTHER EXTENSION 


This association is opposed to further extension of Federal regulations into 
matters of an essentially local nature. The building and construction industry 
is primarily a local activity and in general should not be considered as being 
in interstate commerce. Any extension of the Fair Labor Standards Act to 
local operations of the industry would be a further departure from the basic 
principles of the Constitution. The respective States are entirely capable of 
providing for the health and welfare of their citizens, and in fact, today practical- 
ly all States have prevailing or minimum-wage standards. 

Free collective bargaining between labor and management would be further 
confused by extension of the Fair Labor Standards Act to construction opera- 
tions. Most of the employees in construction work today are under labor agree- 
ments providing for conditions which vary considerably from the provisions of 
the Fair Labor Standards Act. 

In this connection, it should be pointed out that according to the Bureau of 
Labor Statistics, the average negotiated wage rate in building construction is 
now $3.08 an hour. The BLS figure was based on straight time rates for 7 
trades including laborers in 100 cities throughout the country. See attached 
appendix containing the full Bureau of Labor Statistics report of January 2, 
1957, to which we have attached a map showing the location of the areas in- 
volved. The Bureau of Labor Statistics in other reports also indicates that the 
average straight time rate for heavy and highway construction workers across 
the country is $2.51 an hour. 


COVERAGE SHOULD BE RESTRICTED TO MECHANICS AND LABORERS 


In the building and construction industry, the bulk of the employees are 
engaged as either mechanics or laborers upon the site of construction but, in 
addition, salaried administrative and professional personnel are also of im- 
portance in construction. Under the Fair Labor Standards Act all employees en- 
gaged in commerce or in the production of goods for commerce are covered, 
with the express exemption of executive, administrative, and professional em- 
ployees as defined by the Secretary of Labor. This exclusion by definition has 
resulted in considerable confusion in the construction industry so that unless 
this exempt group of personnel meet highly technical redtape requirements, the 
exemption is lost. The construction industry thus has the situation where bona 
fide salaried professional and administrative employees such as graduate engi- 
neers and project administrators have to be paid time and one-half for work 
in excess of 40 hours a week. This situation, contrary to realities in the con- 
struction industry, can be eliminated by a simple change in the law as far as 
construction is concerned, limiting the application of the Fair Labor Standards 
Act to mechanics and laborers employed directly upon the site of the work. 

This change in the law would bring the application of the law into line with 
other Federal labor laws dealing with construction, the Davis-Bacon Act, the 
Copeland Act, the 8-hour laws, and recently in the highway Act of 1956. These 
laws limit their application to construction mechanics and laborers employed 
directly upon the site of the work. It is highly desirable to have uniformity with 
respect to the application of laws, such as these, dealing with a specialized 
industry. 
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OVERTIME SHOULD BE COMPUTED AT THE STRAIGHT TIME HOURLY RATE 


The Fair Labor Standards Act requires overtime based on a “regular rate” 
at which the employee is employed consisting of all remuneration paid to or on 
behalf of the employee, but it also provides for excluding from the “regular rate” 
certain kinds of payments. Such exclusions, however, must be defined and 
applied by the Labor Department. A large body of regulations and interpreta- 
tive bulletins have been issued in an attempt to define the “regular rate” for 
determining fair labor standards overtime. The resulting technicalities are 
highly confusing and often result in the statutory overtime being higher than 
the amount of overtime established by collective bargaining, although that is at 
an alltime high. This situation is not only confusing but is an interference with 
the collective bargaining process. Therefore, this association would suggest a 
simple amendment to the Fair Labor Standards Act which would bring it more 
in line with the realities of the construction industry, namely, that the term 
“regular rate” used in determining fair labor standards overtime payments be 
limited to the straight time hourly rate. 


SPECIAL PROBLEMS IN THE CONSTRUCTION INDUSTRY 


Since the Fair Labor Standards Act is a law touching upon industry in general, 
it does not take into account the special problems in the construction industry, 
The interference of bad weather with scheduled construction operations is one 
such special problem on which we would appreciate having your committee’s 
consideration. 

Frequently during the course of most construction work, bad weather will not 
permit full employment in some weeks, and in such cases, the contractors had his 
employees would like to put in makeup time in the following weeks. 

The Fair Labor Standards Act, however, requires overtime after 40 hours in 
every week, and will not permit any makeup time for time lost in past weeks 
due to bad weather, without the penalty of overtime pay. Thus, makeup time, 
which otherwise would be desirable on the part of both contractor and his em- 
ployees, is discouraged. 

This can be corrected by a simple amendment allowing overtime to be paid on 
work over 40 hours a week averaged over a 3-week period. While our recom- 
mendation may not be a complete answer to this problem, we would appreciate 
your committee’s consideration of this point. 

We would appreciate having this letter included in the record of the hearings. 

Respectfully submitted. 


JAMES D. MARSHALL, H2ecutive Director. 





CruAIn SToRE AGE, 
New York City, N. Y., March 10, 1957. 
Hon. JoHN F. KENNEDY. 
United States Senate, 
Washington, D. C. 

Dear SENATOR: I have just read your intensely interesting article in this week’s 
Life. It confirms my conviction that you are one of the most farsighted and 
broadminded figures in public life today. I know of no Democrat whom I would 
rather see in the White House than you, even though I shall probably continue 
to vote Republican provided our candidate is worthy of the office. 

sut my purpose in writing to you is in connection with your apparent belief in 
the need “to expand the coverage of the Fair Labor Standards Act.” My own 
belief, for whatever it may be worth, as expressed in the enclosed reprint of an 
article I wrote just over a year ago, is that the retail exemption in Fair Labor 
Standards Act should not be eliminated as is now proposed in several bills now 
before the Senate and the House. 

It is a fact. of course, that unless the coverage of the act is “greatly expanded,” 
as you point out, nearly two-thirds of our labor force “will continue to have no 
Federal protection against substandard wages.” But, as someone once said, “a 
fact is not necessarily a reason,” and I do not believe that the fact you state 
provides adequate reason for the Federal legislation you apparently favor. 

Conceding that “substandard” wages should be outlawed, it does not follow 
that the Federal law should be invoked to outlaw them. Many believe, and Con- 
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gress has consistently taken the position that so far as retail wages are con- 
cerned, they should be regulated at State level. Whether that decision was 
based on congressional doubts as to the constitutional right of Congress to regu- 
late so local a matter as retail working conditions, or on the more practical 
ground that the States are better equipped to frame appropriate legislation for 
that purpose, does not matter very much. For whatever reasons prompted Con- 
gress to exempt retail workers from the coverage of Fair Labor Standards Act 
in 1938, and again in 1949, and again in 1955, are just as valid today as they 
ever were. 

The fact is, of course, that even though retail workers have no Federal pro- 
tection against substandard wages, such wages are outlawed in many States. As 
is revealed in the enclosed reprint, no less than 29 States and the District of 
Columbia do have minimum-wage laws applying to retail workers. My own State 
recently raised its minimum to $1 per hour, except in cities of less than 10,000 
population, in which the new rate is 90 cents per hour for a liimted time, at the 
expiration of which the $1 rate will apply throughout the State. 

Furthermore, 26 States are currently considering bills either to raise the pre- 
vailing minimum or to establish a minimum for the first time. If the bills in 
the latter category are enacted, we will have 38 States with minimum-wage laws 
as against 29 a year ago. Here is strong evidence of the trend toward minimumn- 
wage legislation at the State level, where many believe it belongs. 

Secretary Mitchell conceded when he appeared befcre your subcommittee re- 
cently that “most” of the 2 million retail workers who would be covered by the 
act under his proposal are already getting more than $1 per hour. Actually, the 
hourly earnings of all retail workers in 1956 (not merely those employed by the 
“2.200 large retail firms” he proposes to cover) averaged from $1.54 to $1.59 
throughout 1956. Conceding that such ‘‘average’’ earnings do not negate the pos- 
sibility that some retail workers earned less than $1 per hour, the fact remains 
that “most” of them are earning more. The main effect of raising the minimum, 
therefore, would be to hike the wages of those already getting more than the mini- 
mum on the familiar basis that wage “differentials” must be maintained. 

Another fact that has emerged since the enclosed reprint was published is the 
inflationary impact of such “differential” increases. Since March 1, 1956, when 
the Fair Labor Standards Act increase from 75 cents to $1 per hour became 
effective, the value of the dollar has shrunk 244 cents before our very eyes, al- 
though few of us may have recognized what was happening. 

Here’s the story: In January 1956, the cost-of-living index stood at 114.6, with 
1947—49 equaling 100. That put the purchasing value of the dollar at 87.2 cents, 
compared with 100 cents only 10 years ago (100/114.6 of $1). In March 1956, the 
index stood at practically the same level, 114.7. Then month by month the index 
climbed until by January 1957 it has reached 118.2. That meant that the value 
of the dollar had shrunk to 84.7 cents (100/118.2 of $1). Is it unreasonable to 
attribute the steady shrinkage of the dollar since March 1 of last year at least 
partly to the inflationary impact of the “differential’’ wage increases resulting 
from the hike in the minimum wage which became effective on that date? 

True enougi, the inflationary impact of a further increase in labor costs would 
be no greater if the increase resulted from Federal legislation than if the same 
minimum-wage levels were established by the States themselves. But the prac- 
tical fact is that if Congress leaves the matter to the States, as it has consistently 
done so far, the same minimum-wage levels will not be established immediately 
by all the States. Thus, the impact will be far less sudden and proportionately 
less disastrous. State wage levels would be raised gradually rather than vio- 
lently and precipitately. Some States, indeed, will probably find the Federal 
minimum inappropriate for retail workers at this time and will adopt a lower 
minimum or no minimum at all. And since retailing is essentially a local activity, 
that is as it should be. Another way to say it is that retail wage laws must be 
“hand tailored” to meet local conditions. 

I know that your decision on this tremendously important issue will be based 
on your own independent thinking and broad-gaged philosophy. My only pur- 
pose is to give you some facts which may be helpful to you in arriving at it. 

Sincerely, 


GopFREY M. LEBHAR. 
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[Reprinted from Chain Store Age, January 1956) 


Way Rerar, Wace Laws Must BE “‘TAILORMADE” 
By Godfrey M. Lebhar, Editor in Chief, Chain Store Age 


An open letter to all Members of the United States Senate and 
House of Representatives 


Congress amended the Fair Labor Standards Act in 1955 to raise the minimum 
wage in the industries covered from 75 cents per hour to $1 per hour, effective as 
of March 1, 1956. But the exemption of retail employees, which was a feature of 
the original act when it was passed in 1938, and which was retained in 1949 when 
the act was amended to raise the minimum from 40 cents per hour to 75 cents, 

yas retained again last year. 

Retail employees are still uncovered by the act only because a proposal to end 
the retail exemption, which was advocated and pressed by Secretary of Labor 
Mitchell, was rejected. 

I believe that Congress acted wisely in retaining the retail exemption last year, 
and the only purpose of this open letter is to urge that that position be maintained 
if and when another attempt to eliminate the exemption is made at the coming 
session. That such an effort is likely is indicated by the administration’s reiter- 
ated desire to extend the coverage of the act, and the Secretary of Labor’s de- 
clared conviction that such extension should include retail employees—or at least 
the employees of some retailers if not of all. 

That Congress was right in the first place when it exempted retailing from 
Federal minimum-wage regulation, and that even less reason exists today than 
might have been found in 1938 for Federal action in that area, will appear, I hope, 
from the following review of the major factors involved. They will be covered 
under the following heads : 

Retailing is essentially a local activity, which should be regulated, if at all, 
at local or State level. 

A Federal minimum wage applicable to retailers in all States and in all cow- 
munities is not realistic and would create widespread economic havoc if it were 
imposed. 

The existing situation, which reflects the States’ own recognition of the extent 
to which a minimum wage for retail employees is socially desirable or economi- 
cally practicable, should be maintained, except insofar as the States themselves 
nay elect to change it. 




















POINT I: 





RETAILING ESSENTIALLY A LOCAL BUSINESS ACTIVITY 


The local nature of retailing is emphasized not for the sake of stressing its 
intrastate character or to minimize its effect on interstate commerce. That 
phase of the question we do not intend to discuss at this time. The local nature 
ot retailing is emphasized here only to show why a Federal minimum wage for 
retail employees would prove impracticable, unenforceable, and destructive. In- 
stead of serving the humane purpose which undoubtedly motivates those who 
propose it, its effect would be to deprive hundreds of thousands of workers 
of jobs now available to them, to put thousands of retailers out of business, and 
to endanger our entire economy through the additional inflationary force it would 
unleash. 

The social concept behind minimum-wage legislation, and the basis upon which 
its constitutionality has been sustained, both rest on the premise that the gen- 
eral welfare demands it—that wages must be adequate to provide for the main- 
tenance and health of all workers. 

The main consideration in establishing minimum wages is the cost of living. 
So far as retail workers are concerned that is indeed the only consideration, evel 
though other factors enter the picture in the case of industrial workers. 

This distinction stems directly from the local nature of retailing. Retailers 
in one section of the country do not compete with retailers in another. That 
is not true of manufacturers, who may compete with each other no matter 
where their respective plants may be located. As a step toward equalizing in- 
dustrial labor costs, a case may therefore be made for a Federal minimum wage 
which ignores varying living costs in different localities, but no reason exists 
for ignoring that basic factor in the case of retail employees. 

Since living costs vary not only from region to region and from State to State 
but even from one section of a State to another, a uniform minimum wage for 
retail employees the country over would not be in keeping with the basic concept 
on which such regulations are based. It would be either too low to meet the re- 
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quirements in areas where the cost of living is above average, or unnecessarily 
high in communities whose cost of living is below average. If anyone thinks 
that a minimum which is unnecessarily high would do no harm, be should be 
reminded that any minimum wage means fewer jobs for the least productive 
workers, and the higher the minimum is set the more difficult it becomes for such 
would-be workers to find employment. 

How have the States themselwes met this problem? 

The complete picture is revealed in the table on the next page. it shows that 
29 States and the District of Columbia have enacted minimum-wage laws either 
for retail employees in general or for those in certain fields, such as restaurants 
and beauty parlors. It also shows that 19 States have no minimum-wage laws 
for retail employees. 

Before considering the varying patterns of the minimum-wage laws for retail 
employees, perhaps a word should be said concerning the States which have no 
such legislation. To conclude that such States are less interested in the welfare 
of their workers than those which have enacted minimum-wage laws would be 
most unjust. Such a conclusion would rest on the assumption that such legisla- 
tion is universally desirable, whereus the fuct is that under certain social and 
economic conditions, it might do more harm than good. That would certainly 
seem to be the consensus of the legislatures of most of the Southern States, and a 
glance at the table will show that some of the States in other sections of the 
country may have come to the same conclusion. 

Of the States which have enacted minimum-wage laws and implemented them, 
only 12 have equaled the $30 per week minimum which the Fair Lubor Standards 
Act established in 1949. In the remaining States the minimum ranges from a low 
of $1.25 per day to $28 per week. 

Particularly significant is the fact that in nine of the States, a statewide mini- 
mun: Was considered either undesirable or impracticable or both. Instead, a mini- 
mum varying with the size of the community was established. 

Thus, in New York, the minimum for New York City was set at $30 per week; 
for Westchester and Nassau Counties and all cities of 10,000 population or more, 
except New York City, at $28 per week; and for cities of less than 10,000 popu- 
lation, at $26 per week. 

The same pattern was followed in Colorado, Kentucky, Minnesota, New Jersey, 
Oklahoma, Utah, South Dakota, and Wisconsin, although, of course, the zone 
classification differed in each case. 

The reason for zoning must be more or less obvious, although one factor may 
be overlooked. Not only the cost of living but the cost of working differs from 
one community to another. 

One varying factor is transportation. In a big city, where the bus or subway 
fare is 15 cents, the worker who lives too far from her job to walk there and 
back, must spend 30 cents per day, or $1.50 per week, more than a worker in a 
smaller community where most retail employees live within walking distance 
of their jobs. 

Another variable factor is the cost of the midday lunch. Certainly a worker 
in the business section of any large city usually has to pay more for a meal than 
a worker in a small community. 

And of top of these variations in the cost of working are the more obvious 
variations in the total cost of living as between one area and another. 

That these practical. differences are recognized by the experts in the field of 
minimum wage legislation is revealed in the United States Department of Labor, 
Women’s Bureau, Bulletin No. 247, entitled “State Minimum Wage Laws.” 

Comparing the merits of minimum wage rates established on an overall basis 
by the legislatures themselves with those set up by wage boards created by such 
legislation, the report notes the advantage of statutory rates on the score of speed 
and coverage, but adds: 

“But years of experience with wage orders tailor made to meet the needs of 
individual industries or occupations and readily adjustable to economic changes, 
have made administrators take a cautious approach to depending exclusively on 
statutory rates.” 

Is it not clear that if “tailor-made” rates are required to meet the varying 
economic needs of workers, the “tailoring” will result in a better fit if done 
locally or at State level than if Uncle Sam undertakes it? 

Extending Federal wage regulation to retailing would be unwise because: 

Retailing is essentially a local business activity. 

A Federal minimum for retail employees would create havoc. 

There is no need to disturb the existing situation. 
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State minimum-wage laws affecting retailers 


State 


New England: 
Connecticut. ae 


Massachusetts __._- 

New Hampshire_..._. 

Rhode Island__.___-- 

Vermont. 
Middle Atlantic: 

District of Columbia. - ..- 

Delaware. 

Marylk and_- 

New Jersey____- 


"rae 


Pennsylvania !__ 
Southeast: 
Alabama. .- 
Pe so 
Georgia......_- 
Kentucky. ___- 
Mississippi.........._-. 
Neth Carolina_.____-- 
South Carolina. 
Tennessee - 
Virginia. ; 
West Virginia. 
East Central: 
Tilinois- - - 


Indiana_ -_. 
Michigan____ 
Ohio 2. 
Wisconsin 

West Central: 
aa 
Kansas 3____. y 
Minnesota._..._- 


Missouri - - -- 
Nebraska___- 
North Dakota_ 
South Dakota. 
Southwest: 
Arizona... _.. 


Louisiana * 


New Mexico..._.__- Widest - oh 


Oklahoma 


Mountain: 
Colorado. .__-_- 


Wyoming 
Pacific Coast: 
California 
Oregon. 
Washington 


1 Restaurants only. 





| $18, $16, and $14.20... 


nk 





Weekly wage (40 hours) 


Pe 
BS ce etna akc cat 
 ererere 
None... _- 


$30 : 
None.... 


| $24 and $22... 
$30, $28 


28, and $26. 


None....- 
.do_. 


$0, $18 and $16___- 26 


I cla in Hic 


$30, $28, $26, and $24._____- 


| None...- 


$23.25_ -- Spied aah 
$15 and $12____- 


| $26.40... _- ' 
$1.25 (per day)_..-.--_-- ei 


$30_ 

$18, $16, ‘and $13 (men); $15, 
$12, and $11 (women). 

None........- 


| $22 and $18._._...-_- 


"$25.60, and 


2 Restaurants and beauty parlors only. 


3 No wage order issued. 


| 
i 
| 


Comment 


Different rate for beauty shops. 


$24 in zone A (certain counties); $22 
in rest of State. 

$30 in zone i (New York City); $28 in 
zone 2 (Westchester and Nassau 
Counties and cities of 10,000 popula- 
jon or more); $26 in zone 3 (rest of 
State), 


| 3 Zones, based on population. 


j 
| 


| 


| Order issued in 1948. 


Voided by court, 
1949. 





3 zones, based on population. 


4 zones, based on population. (Order 
in litigation.) 


.| 2 zones, based on population, 


Applies only to places of 10,000 popula- 
tion up. 


3 zones, based on population, 


|$22 in zone A (Denver and Pueblo); 
$18 in rest of State. 


2 zones by specified cities; 2 zones based 
on population. 





Source: Institute of Distribution. Retailers Manual of Taxes and Regulations. 
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POINT 11, A FEDERAL MINIMUM WAGE FOR RETAIL EMPLOYEES WOULD CREATE 
WIDESPREAD ECONOMIC HAVOC 


Whatever the reasons may be for the varied picture of State minimum wage 
laws presented in the accompanying tables, it provides the background against 
which any proposal to apply the FLSA minimum of $40 per week to retail em- 
ployees throughout the Nation must be examined. 

The result of the application of such a minimum in States where the mini- 
mum is now $30 per week would obviously not be merely to raise the minimum 
by 3344 percent. Far more serious would be the substantial, although not neces- 
sarily proportionate, raises that would be needed all along the line to preserve 
former wage differentials in whole or in part. In the States where the prevailing 
minimum is less than $30 per week, the impact of the $40 per week minimum 
would be immeasurably greater. 

Some idea of the grave consequences of such an increase may be gathered from 
what Secretary of Labor Mitchell himself said when he appeared before the 
Subcommittee on Labor, Senate Committee on Labor and Public Relations, on 
April 14, 1955. 

In recommending for the industries already covered by the act an increase 
of not more than 15 cents per hour above the 75-cent minimum then prevailing, 
the Secretary declared that “responsible consideration of the problem must in- 
clude evaluation of the adverse consequences equally with the benefits of an in- 
crease in the minimum,” and added: “Since an increase greater than this would 
require very serious adjustment in some industries, the rate of 90 cents is recom- 
mended.” 

What kind of “serious adjustment” would be required in the field of retailing 
if a nationwide minimum of $1 per hour, or $40 per week became effective by the 
elimination of the retail exemption, can only be conjectured. 

My own conjecture, based on the facts of life affecting retailing which can be 
readily documented, is that scores of thousands of retailers simply couldn’t take 
it. Any substantial increase in their present payroll ratio to sales would put a 
large number of retailers fatally in the “red” and would force all retailers to 
adjust their operations in ways which would mean the loss of their jobs for 
hundreds of thousands of employees now dependent on retailing for their liveli- 
hood. As was pointed out by Rowland Jones, Jr., president of the American 
Retail Federation, when he appeared before the Senate’s Subcommittee on Labor 
on May 2, 1955, “hundreds of thousands of retail store employees, are high-school 
students, college students, older women, and part-time workers. The retail store 
is virtually the only place in the local community where such persons have been 
able to find congenial employment. With the higher wage cost which will result 
from the proposed legislation, most of these employees will be eliminated in favor 
of full-time workers with a higher degree of efficiency.” 

That such a result would be contrary to the basic objectives of FLSA was 
made clear by the Secretary of Labor when he appeared before the Senate sub- 
committee last year. Pointing out that one of the objectives of the act was to 
eliminate substandard conditions “‘without substantially curtailing employment 
or earning power,” he declared that “the floor under wages which the act pro- 
vides must be arrived at so that the minimum wage will be at a level which does 
not so adversely affect the lowest paid workers as to curtail their employment or 
earning power, contrary to the act’s objectives.” 

But, it will be pointed out, the Secretary did not propose that the coverage of 
the act be extended to all retail employees, but only to those working in the stores 
of what he referred to as “interstate” or “multistate” chains. 

That is true. Indeed, he declared Significantly that “the Federal Government 
should not regulate those enterprises which are essentially local in character; 
this field should be left to the States. The small neighborhood grocery, barber- 
shops, drugstores, and small country store and other small enterprises are 
not properly subject to Federal legislation. They are traditionally within 
State jurisdiction because they are largely outside the stream of interstate 
competition.” 

But, although in that statement he seemed to be distinguishing small from 
big retail enterprises, later on he made clear that that was not actually his 
intention. After outlining the changes he favored to extend the coverage of 
the act to the employees of multistate enterprises, he added: 

“These changes would leave unaffected the many retail and service estab- 
lishments that are primarily local in character. Even the largest local establish- 
ments operating within a State would remain under the exemption which now 
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applies to them. Nor would coverage be extended to an individually owned 
and controlled establishment merely because it is operating under a franchise 
from a national enterprise or enters into a voluntary agreement with other 
independent establishments to purchase or advertise on a group basis.” 

In other words, as Mr. Jones pointed out later when he appeared before the 
same committee, under Secretary Mitchell's plan “the largest stores or Chains 
operating wholly within a State would not be covered while the enterprise 
that had two stores, no matter how small—one in one State and the other in 
another State—would be covered.” 

As an illustration of the indefensible situations which would arise from a 
minimum-wage law covering multistate chainstores only, Mr. Jones pointed out 
that even the largest department stores which operate in only one State would 
not be covered, whereas a small store of any kind, with a bare handful of 
employees, would be covered if it were owned by the same person or company 
which also operated a store or stores in another State- 

Apart from the fact that no such discrimination can be justified on any sound 
social or economic ground, the most significant argument against it is that it 
would not achieve its declared purpose. It would not “leave unaffected” the 
many retail and service establishments that are primarily local in character, as 
the Secretary put it. 

The fact is that no store operates in a vacuum. Whether it be a unit of a 
chain or independently owned, it has to draw upon the same local labor supply, 
operate under the same local living conditions, and pay the same kind of wages 
if it wants to attract and hold the kind of help it needs. From that aspect— 
which is the only one really involved when relative wage rates are under con- 
sideration—the chain store is just as truly “local in character” as any locally 
owned store, no matter where the chain’s headquarters may be located. 

What would happen if legislation covering only a part of the retail field were 
enacted was realistically pictured by Mr. Jones and other witnesses who testified 
at the public hearings last year. 

According to Mr. Jones, the noncovering stores would be forced to match the 
wage rates of the covered stores, or sufler the loss of their best employees and 
with them some of their sales. 

“If the purpose of the proposed discrimination is to protect the smaller re- 
tailer,” he concluded, “it will have little or no effect. Indeed it will hurt the 
smaller retailer.” 

Other witnesses who owned and operated single stores or small chains located 
in a single State confirmed that view. Excluding such stores from the direct 
coverage of the act, they insisted, wouldn’t save them from having to meet the 
wage rates offered by their covered competitiors. 

If it be true, as Secretary Mitchell declared, that minimum wage regulation 
in the field of enterprises which are essentially local in character “should be 
left to the States,” extending the coverage of a Federal statute to the local 
units of the multistate chains would be to introduce a most dangerous innovation. 
That it would represent only the first step toward the eventual elimination of 
the retail exemption entirely would seem to follow from what was said on the 
general subject by President Eisenhower in his Economie Report last January. 
As phrased by Secretary Mitchell, the President said: “It would be well for the 
Congress to consider the question of bringing substantial numbers of workers 
now excluded from the protection of the minimum wage, under its coverage. 
He pointed out that to ease the process of adjustment, a gradual approach to 
the problem will need to be developed.” 

My own view is that the best approach to the problem is the one Congress 
has consistently taken, and that is to leave it entirely in the hands of the States. 


POINT Il. THE EXISTING SITUATION SHOULD NOT BE DISTURBED 


I said earlier that even less reason exists today for Federal minimum-wage 
legislation for retail employees than might have been found in 1938, Let us 
contrast the situation which prevailed then with that which prevails now. 

In 1938, the civilian labor force totaled 44,220,000, of whom 10,390,000 were 
unemployed (U. S. Department of Commerce, Business Statistics, 1955 Biennial 
Edition). The FLSA was enacted that year, according to the United States 
Supreme Court, as quoted by Secretary Mitchell, “to eliminate, as rapidly as 
practicable, substandard living conditions throughout the Nation.” 


_— 
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The opportunity to exploit labor presented by the vast army of unemployed 
was obviously the main target at which Congress aimed when it enacted FLSA. 
And yet despite those conditions, Congress not only failed to include retail em- 
ployees but specifically exempted them. 

What is the situation today? As of October 1955, the civilian labor force to- 
taled 67,292,000, of whom only 2,131,000 were unemployed (U. S. Department of 
Commerce Survey of Current Business, November 1955). 

Under such favorable economic conditions as these negligible unemployment 
figures reflect, what possible excuse can there be for Congress to abandon the 
policy it has consistently followed with respect to minimum-wage legislation 
in the retail field? 

So far we have confined our attention to the minimum-wage regulations ap- 
plying to retail employees. But as has been frequently pointed out, a statutory 
minimum wage is not a prevailing wage. Certainly the average weekly wage 
in retailing is far above even the highest minimum wage any State has estab- 
lished. 

The fact is, as Mr. Jones pointed out when he appeared before the Senate 
subcommittee last year, that retail earnings, without a Federal minimum wage, 
have been increasing at a faster rate in the past 10 years than those of manu- 
facturing, with a Federal minimum wage. 

Average weekly earnings in retailing stood at $56.87 in 1954, he pointed out, 
compared with $31.55 in 1945, a gain of 80.2 percent, whereas manufacturing 
wages, which stood at $71.64 per week in 1954, compared with $44.39 in 1945, 
an increase of only 61.3 percent. 

If the disparity between average weekly wages in retailing and those in manu- 
facturing calls for any explanation, the answer lies in the significant fact that 
retailing provides jobs for a far greater proportion of women, younger people, 
unskilled or low-skilled workers and part-time workers than the manufacturing 
industries. To keep such jobs available for those who depend upon them is, of 
course, one of the major arguments against the establishment of unrealistic wage 
minimums. 

But the most impressive fact with respect to the adequacy of retail wages is that 
they have more than kept pace with the increase in the cost of living over the past 
10 years. In 1945, the cost-of-living index (with 1947-49 taken as 100) stood at 
76.9. In 1955 (first 8 months) it averaged 114.4, or a gain of 49 percent. During 
the same period, retail wages rose every year from an average of $31.55 per week 
in 1945 to $58.48 in 1955 (first 8 months), a gain of 85 percent (United States 
Department of Commerce, Business Statistics, 1955 Biennial Edition, pp. 26 and 
73, and Survey of Current Business, November 1955). 

One important feature of our present gratifying economic picture is the remark- 
able stability our cost of living has maintained in recent years. It has not 
changed, except fractionally, since July 1952, when it stood at 114.1. What will 
happen to it, however, after the newly enacted $1 per hour minimum wage becomes 
effective on March 1 remains to be seen. That it will certainly reflect the sub- 
stantial increase in labor costs, which the increased minimum will bring about, 
must be taken for granted. That retail wages will likewise continue to climb 
is clearly indicated by the course they have followed over the past 10 years, 
even though they have not been directly covered under FLSA. 

How in the face of all these facts a case can be made for disturbing the present 
status of the minimum wage laws covering retailing is hard to conceive. Never- 
theless the indications are that Congress will be asked again in the coming session 
“to extend the coverage” of FLSA by eliminating the retail exemption either 
wholly or partially. For the reasons which have been set forth in this open 
letter, it is to be hoped that any such proposal will be again rejected. 


STATEMENT OF WILLIAM D. ROTH, EXECUTIVE SECRETARY, CINCINNATI RETAIL 
MERCHANTS ASSOCIATION 


My name is William D. Roth. I am executive secretary of the Cincinnati Re- 
tail Merchants Association with offices at 26 East Sixth Street, Cincinnati, Ohio. 

The Cincinnati Retail Merchants Association is a retail trade association, 
representing a cross section of retailers who range in size from very large to 
very small establishments. 
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The board of trustees of the Cincinnati Retail Merchants Association has 
considered the proposed elimination of the retail and service trades exemption 
to the Fair Labor Standards Act, and is unanimously opposed to such a change. 

We feel that the retailer stands at the end of the production and distribution 
chain and his function is basically local in character. A Federal floor on wages, 
giving no consideration to s:ze of community, geographic location, or distinctly 
local conditions will create a chaotic condition within the local trade and com. 
munity. 

Governmental spokesmen express great concern for the small-business man, 
and seek ways and means of assisting him in the maintenance of his position as 
the very backbone of the American way of life. Retail business conditions con- 
tinue to grow more aggravated and this situation covers the competition for 
help as well as competition for business. Imposition of legislation directly af- 
fecting retailers meeting set standards must of necessity create indirect but 
potent effects on other retailers in the community. 

It must be assumed that elimination, in whole or in part, of the retail-service 
trades exemption will directly and immediately affect hundreds of thousands 
of small-business men that Government spokesmen insist they wish to assist. 

A knowledge of the usual personnel setup in the average retail store is a pre 
requisite to any consideration of controls. A retail store must remain open 
during established hours regardless of the economic climate or weather condi- 
tions. This requires a basic minimum employee coverage, which means that 
sufficient selling and sales supporting employees are on hand to properly service 
potential customers whether or not there are any sales to be made. Retailing 
traditionally operates with this basic staff, augmented by part time and seasonal 
help during peak periods. This extra help is largely recruited from students, 
housewives, and others who are available for short hours, but not available for 
full-time employment. This vast number of people would be very seriously af- 
fected by the imposition of a minimum wage, since they are considered unem- 
ployable in regular industry due to their inability to work a full schedule. It 
should be obvious that a store cannot operate on an assembly-line basis, closing 
down or working short hours during slack periods. Under the proposed change 
in the Fair Labor Standards Act, retailers would, of necessity, be more highly 
selective in their employing, and would find it difficult, if not impossible, to 
utilize the vast reservoir of part-time help presently available. This would be 
detrimental to these students and housewives who are presently being adequately 
compensated based on their ability and productivity. 

We know the competitive labor situation that exists in our city is prevalent 
throughout the country and that the rate of pay fluctuates based on the law of 
supply and demand. We find that while compensation is a factor, it is no more 
important than location, working conditions, employee benefits and the type of 
work performed, Frankly, we are approaching the present minimum in most 
of our stores. We find that our people prefer to work in a retail store, take 
advantage of the employee discount, and enjoy meeting the public at a given 
rate of pay, rather than accept an increased compensation to work in industry. 

We feel that the amount of time required to go to and from work, the cost of 
transportation and luncheons, are all important factors in the determination of 
the basic rate, which would not be given proper consideration under a rigid na- 
tional standard. We further feel that where necessary the various States have 
established minimum wage legislation, which in most cases takes into account 
the geographic location and size of the community in the establishment of these 
standards. 

Examination of the cost of living index as between cities well illustrates this 
point. 

The board of trustees of the Cincinnati Retail Merchants Association has in- 
structed me to convey to this committee our firm conviction that retai'ing is 
basically a local operation; does not affect interstate commerce to any roticeable 
degree ; is subject to conditions and situations that cannot be resolved through 
the use of a common denominator; and that if the Government is actually inter- 
ested in the small-business man, every effort will be exerted to maintain the 
retail-service trades exemption to the Fair Labor Standards Act. 





ing 
Mc 
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TEXTILE WORKERS UNION OF AMERICA, 
New York, N. Y., April 1, 1957. 
Re hearings of Senate Labor Committee on coverage extension under the Fair 
Labor Standards Act 
Senator JoHN F. KENNEDY, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR KENNEDY: Please find enclosed a tabulation of “Leading Retail- 
ing Corporations which Issue Public Reports.” These data were abstracted from 
Moody’s reports. The total employment represented by these corporations ex- 
ceeds one and a half million workers. 

The corporations included in this survey embrace some of the mammoth units 
in the United States. Among them, the following exceed one billion dollars in 
annual sales: Rillon 

dollars 
Great Atlantic & Pacific 4.1 
ial elena amir DAs a ania eneeniipenidiis ieige cabimearsel | SA 
Safeway : 
J. C. Penney 9 
Kroger Co i 


These industrial giants, as well as those which are not embraced by these public 
reports, dominate the retail store and service industries. They are fully capable 
of paying the wage increase. We have reported the profits of these corporations 
to indicate the substantial returns which they enjoy. 

We hope the above information will help you visualize the components of the 
retail store and service industry. We are not here considering local stores; the 
challenge is to bring these giants under the coverage of the Fair Labor Standards 
Act. 

Where the information is reported, we have provided data on the number of 
States in which these organizations operate. 

May we ask you to include this letter and the enclosed tabulation in the record. 

Sincerely yours, 
SoLoMON BARKIN. 
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New York, N. Y. 
Leading retailing corporations which issue public reports—Selected statistics 
1955 
<a> eT Pari wener | Vypeatar 
“ “ | | Profits — 
Num- Num- : before 
ber of ber of | Num-| a } | Profits | taxes RE’ 
Company employ-| estab- | ber of | Year ended Net sales | before | as per- 
ees lish- | States | | taxes | cent of 
ments | | } i net Line 
| sales Mac 
Sk sees ’ May 
sa Meie 
RESTAURANTS AND | Mer 
CONFECTIONERIES | Mill 
E Thous Thous. Outl 
eee EAR. csdiecctaienie eyo Gi tent ee 31, 1955 | $171,323 | $3, 309 1.9 Rich 
CS nn wie ,000 | 43 |. . amen 6, 501 395 ‘ Rike 
Bickfords, Inc___- : 2,590 | 90+-|--- do 31, 245 820 . Seht 
Dobbs Houses, Inc___--- 1, 100 61+} 11 | Aug. 31,1956 10,075 | 1,815 18 ¢ Seru 
Fanny Farmer Candy Shops. ---| 2,987 400+ 18 | Dec. 31. 1955 18. 109 L 165 6 ; Stix 
Horn & Hardart Baking Co_____- 5, 100 84 |..._...| Sept. 30, 1955 29, 930 1, 448 | 4.8 Stra 
ay He aneese AO Eli Es es 6 = = ae oe 31, 1955 43,793 | 3, 228 7.4 Tha 
ot Shoppes, Inc_-...-- 3, 350 5+ | 9 | July 31,1955 '- 1. 839 a Wei 
Hotel Corporation of America_-- 3, 250 44+; 13 | do | 28, 687 547 L$ Wes 
eee a .— (| ns | 1, 656 126 27 | Dec. 31, 1955 |_- 179 5 Wie 
ft Candy Co... SG 2, 250 TE ee ae Seer “a 490) 2.9 Wol 
prope t (Pred B. ) Co... eheiel anes 3, 625 198 | 25 |.-.--do..-. 23,389 | 1,784 7.6 Wor 
. attuck Pn eo. | 8,008 51+|-..-.-.|.-...do S 48,272 | 1, 626 3.4 You 
os oC hake, Ine-_...._--- |. x 2 5 — 2, 1955 6, 468 961 14.9 Ziot 
ouffer Corp. [ | 2,500 20 6 uly 31,1955 23,587 ; 2.168 9 st 
Thompson (John R. ) Co.- | 2, 650 | 59 15 Dec. 31, 1955 17, 624 386 os 
Waldorf System, Inc_----- |} 4,000 | 97 | 7 Tee 19 206 893 4.6 
| 
RETAIL STORES—APPAREL AND | Cro 
CLOTHING | Cu: 
| Gal 
Arnold Constable Corp. -- 1 2,500 | 7 2 | Jan. 31, 1956 29 1, 259 4,3 (ire 
Best & Co., Inc............ | 2200 | 17 9 do 38, ( 4 079 10. Hor 
Bond Stores, Inc...........-- .-| 10,000 | 81+ 22 July 31,1955 85 6, 537 rs Ka 
Brooks, Bros., Inc-- aga 1, 300 5 | “d 19, 1, 445 a4 Pec 
City Specialty Stores... 2/341 | 23 | 10 | Jan. 28,1956 12,519 | 1,257 3.0 Re 
os ana Stores ¢ ae san deat | 2,000 | 175 July 31, 1955 30, 149 1, 822 6.0 Su 
ranklin Stores Corp-.- 2, 500 155 10 June 30,1955 | 30,327 1, 537 1 Th 
Gre ayeoe-Revtnesa Stores, Inc 5, O00 74+ 20 July 31, 1955 O4. 168 1, 22¢ 13 We 
oving Corp 800 s 6 Jan. 31, 1956 31, 623 2,175 6.9 
Howard Stores Corp. -.-_.--- 3, 200 73 13 Dec. 31,1955 | 30,959 1,114 3.6 
Lane Bryant, Inc..-.--.---- 4, 000 64+ Jan. 31,1956 | 64, 569 3, 723 5.8 
Lerner Stores Corp-.-..----- 9,000 | 230 40) 5, 047 | 3] Ba 
Mangel Stores Corp___.--- | 1,500 | 118 24 > 1, 643 5.6 Re 
Mays (J. W.), Inc | 2,000 3 July 31, 1954 1, 989 5 5 sk 
Miller-Wohl Co., Inc | 3,235 | 139 | dc 7 746 21 
Neiman-Marcus Co | 1,500 |. Jan. 31, 1956 31, 574 1, 243 3.9 
Penney (J. C.) Co__-- 50,000 | 1,666 48 Dec. 31, 1955 (1, 220,085 | 96,945 7.9 
tichman Bros. Co 3,000 | 93+ do 31, 734 3, 231 10.2 AC 
Timely Clothers, Inc 1,250 | ll+ Oct. 31,1955 11, 970 455 3.8 Al 
} Al 
RETAIL STORES—DEPARTMENT | Bi 
| | | Be 
Allied Stores Corp 28,900 | 79 25 Jan. 31,1956 | 581,901 | 29,172 | 5.0 C 
Associated Dry Goods Corp / 13,800 | 92 10 | de 11, 969 6.3 Fi 
Ayres (L. 8.) & Co 2700 | 2 Jan. 28, 1954 2 717 | 5.8 Fi 
Broadway-Hale Stores Inc- | 5,871 18 ; Jan. 31, 1956 | 770 | 4 Fi 
Bullock’s, Inc 7, 682 13 2 Jan. 28, 1956 11, 391 | 0 Fi 
0 SG ee ee 3, 500 Bo Bee. .| JInly 30,1955 2, 442 | 6.1 G 
Carson Pirie Scott & Co_._-.-.---- 5,558 | 6 2 Jan. 28, 1956 2, 237 2.6 G 
Cie ee i eens _.| 14,000 | 53 15 |_.__-do. 11, 877 4.7 Je 
Crowley, Milner & agree os Se: 1,800 | 1 j.......] Jan. 31, 1956 701 2.6 K 
Davidson Bros., Inc___...-- --| 5,000 22 | 2 July 31, 1955 2, 905 4.5 L 
ae Capwell Co--__.....-.-| 3, 845 | 6 f.ncsacs | Jan. 31, 1956 8, 072 10.1 
SE cell ie ani earning nghasanind | 2,500 4 j.......) Jam. 28,1056 956 2.3 a 
Federated Department Stores___.--| 39, 100 36 aso ean .| 46, 214 8.6 s 
Field (Marshall) & Co.......-...-- | 15,000 | 8 2 | Jan. 31, 1956 | 15, 439 7.7 : 
INNO ci caciiiee accede 1,350 5 |.--.-.-| July 31,1955 285 1.3 ; 
OE SS, See 19,000 | 19 | 8 Jan. 31,1956 13, 803 4.2 k 
oe eg — EG tecniataniacamanana | 7,500 16 | 2 Jan. 28, 1956 1, 938 | 1.8 8 
NT | 3,350 | 6 | 2 do . 2, 449 4.9 5 
 acwninscegcconcminaneoenien | 6,100 | 14 | 8 | Jan. 31,1956 | 113,245 | 7,343] 65 8 
mg ; = Serene seneemeeeaesey 2,800 | aimee | Jan. 31, 1955 45, 866 2, 918 | 6.4 ’ 
orne Goseph) Co.........<.<0c«<- | 2,796 | De Re cients Jan. 28, 1956 60, 235 2,353 | 3.9 
ae To Stores. ....- 3, 000 45 | 14 | Jan. 31,1956 66, 359 2, 381 3.6 \ 
ee BS GR censiccncanncwanswasd 1,600 | 6 | De  eticccd Re es 21, 608 2,151 | 10.0 
Kobacker Stores, Inc............--- 1,780 | ma as do 30,614 | 1,813 | 5.9 
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Leading retailing corporations which issue public reports—Selected statistics, 
1955—Continued 





Profits 
Num- before 
ber of ber of | Num-| Profits | taxes 


| 

| 
Company employ-| estab- ber of | Year ended— | Net sales} before | as per- 

| 


Num- 


ees lish- States taxes | cent of 
ments net 
sales 


| 


| 
RETAIL STORES—DEPARTMENT— 
continued | 


Thous. | Thous. 
| Dee. 31,1955 | $12, 885 $451 
Macy (R. H.) & Co., me July 30,1955 | 376,422 | 11,315 
May Department Stores, Inc__--- Jan. 31,1956 | 494, 366 | 39, 538 
Meier & Frank Co., Ine__-- c 2, 7! Jan. 31,1955 44, 209 2, 858 
Mercantile Stores Co., Inc. -- itikebad Ya Jan. 31, 1956 138, 786 8, 037 
Miller & Rhoads, Inc Jan. 28,1956 | 28,852 | 2,297 
Outlet Co Jan. 31,1956 | 15, 039 1, 638 
Rich’s, Inc Jan. 28, 1956 73,845 | 4,495 
Rike-Kuinler Co Sad Geese sho 45,237 | 3,649 
Schuster (Ed.) & Co., Inc Jan. 31,1956 43, 363 | 2,380 
Seruggs-Vandervroot-Barney, Inc. July 31, 1955 59,960 | 2,503 
Stix, Baer & Fuller Co Jan. 28, 1956 55,843 | 3, 337 
Strawbridge & Clothier dll iaactcasacedeaaea Se 
Thalhimer Bros., Inc sical 32, 264 1, 682 
Weill (Raphael) & Co ‘ -| Jan. 31, 1956 19, 906 385 
Western Department Stores yt 4 | d ; 1 34, 797 2, 494 
Wieboldt Stores, Inc 5, 4 B | 59, 729 1,175 
Wolf & Dessauer Co----- ome ; PR cnate ‘do ces 799 
Woodward & Lathrop, Inc ¢ f : a 31, 1955 49,230 | 3,461 
Younker Bros., Inc 3, 9 | Ce) a = 45,300 | 3,763 
Zion’s Cooperative Mercantile In- 
stitute 3 ore! 


Lincoln Stores, Inc 


8 os = 
@ bo 


zs 
a 


Kwon oweioe 
> ym $1. 90. S Bo on GO G0 G9 
aKrK COmaOoot 
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' 
t 
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' 
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co wo! ONOW' ON 


9 gn 
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RETAIL STORES—DRUG 


Crown Drug Co E i g 3 ; a 12, 054 103 
Cunningham Drug Stores, Inc_- 3, ! | Sept. 30, 1955 42, 573 3, 518 
Gallagher Drug Co _. . , 182 a _| June 30,1955 12, 650 648 
Gray Drug Stores, Inc- - : 7 ¢ ‘ Dies MED cieraipiaeere 23, 390 954 
Hook Drugs, Ine : BE Dec. 31, 1954 12, 988 159 
Katz Drug Co 1 33 | f Dee. 31, 1955 39, 515 2, 081 
Peoples Drug Stores, Inc | 56 | j DAD a eiccine 57, 570 3, 106 
Rexall Drug Co Q,! 5 ¢ do. 153, 465 8, 916 
Sun Ray Drug Co = 5 5 | Jan. 31,1956 29, 762 856 
Thrifty Drug Stores Co., Inc | 5, | : | Aug. 31, 1955 66, 760 2, 010 
Walgreen Co a BE : Ps Sept. 30, 1955 192,735 | 7,994 


RETAIL STORES—FURNITURE 





ONS OT OT Orr OHO, 
wer wo 


Ss 
en 


Barker Bros. Corp.- ..| 1,659 | ‘ . 31,1955 | 33,626 | 2,022 
Reliable Stores Corp, saat as 8 c. 31,1954 | 23,371 | 2,680 
Sloane (W. & J.) pan ae ‘ ‘eb. 28,1955 | 23, 831 380 


RETAIL STORES—GROCERY 





ACF-Wrigley Stores, ine-- ‘ 5 Dee. 31, 1955 245, 455 5, 659 
Alpha Beta Food Markets. - , 118 29 én July 31, 1955 45, 559 1, 555 
American Stores Co ; 1,168 | Apr. 2,1955 | 624,626 | 14, 218 
Big Bear Stores Co J 8 _....| Feb, 26, 1955 50, 381 1, 615 
Bohack (H,. C.) Co., Ine_- > 3, 732 8! .-| Jan, 28, 1956 140, 236 4, 147 
Colonial Stores, Inc f . 8: Dec. 31, 1955 380,009 | 11, 444 
First National Stores, Inc 5, 702 Apr. 2,1955 | 470,629 | 17,449 
Fisher Bros, Co , 97 acosaal aa a Reee 85, 970 2, 064 
Food Fair Stores, Inc 3, 6 | | Apr. 30,1955 | 410,053 | 15, 594 
Food Mart, Inc , 0 | Mar. 31, 1956 35, 387 1, 576 
Great ‘Atlantic & Pacific Tea Co -|135, Feb. 28, 1955 |4, 139, 966 | 69, 283 
Grand Union Co ; ; Mar. 3, 1956 283, 003 7, 284 
Jewel Tea Co., 7 79 j.......| Dec. 3,1955 307, 786 9, 733 
Kroger Co 31, ; 2 Dec. 31,1955 {1,219,474 | 28, 054 
Loblaw, Inc ale a , 456 é Feb. 26, 1955 189, 741 4, 860 
Lucky Stores, Inc aeukeleraaaaae f F Jan. 1,1956 44,842 | 1,625 
Market Basket Siniatinitaiaecei aca 7 ‘ : Dec. 31, 1955 66,296 | 2,634 
Mayfair Markets esa eee ; | nn amoabacendibaaanacok - eh iene 
National Tea Co SEN 9, 5¢ | Mocs 575, 585 | 15, 237 
Penn Fruit Co., Inc... : 5 Aug. 27, 1955 108, 583 | 3,968 
Red Owl Stores, Inc i se Feb. 25, 1956 95, 074 2, 593 
Safeway Stores, Inc paar |: Dee. 31, 1955 |1, 932, 243 | 27, 704 
Shopping Bag Food Stores. ____- 050 | do 63,694 | 1,602 
Stop & Shop, Inc Se 2, 98% | July 2 ,1955 82, 430 1, 698 
Thorofare Markets, Inc. - : f Dec. 31, 1955 81,660 | 3,123 
Weingarten (J.), Inc_-- ; 2 : July 2, 1955 77,796 | 2,540 
Winn-Dixie Stores, Inc............-| 6,6 36 8+| June 25,1955 | 260,814 | 10, 435 


gone 


~] 


oH 
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Leading retailing corporations which issue public reports—Selected statistics, 


Compa 


RETAIL STORE 


Beck (A. 
Edison Bros. Stores, 


8.) Shoe Corp 


ny 


S—SHOES 


Inc 


Endicott Johnson Corp-.---....-.---- 


Mellville Shoe Corp 


Nunn-Bush Shoe Co____--.-------- 


Shoe Corporation of 


America... ___- 


RETAIL STORES—SPECIALTY 


Dohrmann Commer 


Fambie-Skogmo, Inc__.__......-... 


United Cigar-W hela: 


Western Auto Supply Co-.-.--...--- 
RETAIL STORES—VARIETY 


Eagle Stores Co., Inc............... 
Fishman (M. H.) Co., Inc. --....-- 
Crem tire) 00... ccc pecccccct 
Green (H. L.) Co., Ine_......-.-.-. 


Lresge (8S. 8.) Co., I 


hress (8. H.) Co-.-_- 
Lamston (M. H.), Inc............- 


McCrory Stores Cor 


McClellan Stores Co 


Murphy (G. C.) Co 


Neisner Bros., Ino.................. 


New berry (J. 3. ) Co 
Rose’s 
Sprouse- Reitz Co., I 
1. G. & Y. Stores C 
Webb’s City, Inc... 


Woolworth (F. W.) Co..........--- 


RETAIL—MAIL ORDER 


Alden’s, Inc 


Montgomery Ward & Co 
Nationgl Bellas Hess, Inc_. --- cick 
Sears, Roebuck & Co ; 
elena oho tk) a. ea 


LAUNDRY AND DRY CLEANING | 


Chicago Towel Co 
Consolidated Laund. 


HOTELS 


Commodore Hotel, Ine 
Hilton Hotels, Corp-._-- 


Sheraton Corporatio 


5, 10, and 25-Cent Stores... - 


_ > 


Bhi wee ncccceus 


BE pcorccmonech 


ee ne | 


| 
Be cccncccccces 


Dud ccoicdocvccs 


ries Corp- 





nof America. 

















1 Total income. 


1955—Continued 
Num- Num- 
ber of ber of | Num- 
employ-| estab- | ber of | Year ended— | Net sales 
ees lish- States 
ments 
Thous. 
4,7 188+] 17 | Dec. 31,1955 | $68, 252 
5, 200 267 kc t.@0.......:1 0 0ee 
20, 307 540+|_______| Nov. 30,1955 | 143, 058 
7, 906 886 43 | Dec. 31,1955 | 114, 496 
1, 594 118 |__.._..] Oct. 31, 1955 14, 947 
3, 900 591 40 | Dee. 31,1955 89, 506 
1. 507 35+-|.....-2 Jan. 31, 1956 29, 316 
3, 664 330 21 | Dec. 31,1955 | 104, 163 
3, 500 SOO: 1.hasateiteke Wn cidinne 56, 557 
7,057 | 365 ST Mieke GR ddinnne 197, 734 
1,315 53 9 Mise "See 7, 932 
1, 500 44 8 tks do-. 14, 870 
27, 800 574 42 | Jan. i, 1956 | 351,849 
11, 000 “es 26 1;:...00....-.-- 111, 725 
35, 000 596 26 Dec. “ii, 1955 | 354, 651 
26, 433 262 2 eee do... 167, 896 
1,075 a aoe Jan. 31, 1956 6, 925 
13, 500 214 22 | Dec. 31,1955 | 109,705 
7, 500 232 29 | Jan. 31,1956 61, 408 
28, 000 303 12 | Dec. 31,1955 | 196,423 
10, 700 139 duit. acum 68, 829 
16, 000 476 a ké.c. ES 190, 690 
4, 196 138 7 Sa 25, 344 
2, 000 180 9 | Dee. 31, 1954 24,014 
1, 000 weft ot Jan. 31,1955 8, 956 
1,340 Bele Aug. 31, 1955 21, 999 
91, 000 1, 867 48 | Dec. 31,1955 | 767,779 
5,000 | 16+) 6 | Jan. 31,1956] 97,352 
53,000 | 566 46 | do _.. 969, 947 
1,400 | 92 |_. ___.| July 31, 1955 40, 600 
}205,000 | 707 48 | Jan. 31,1956 |3, 306, 826 
6,500 | 12+|-. ...- Dec. 31,1955 | | 130,434 
2,644 | 430+] 6 |_... do.......- 1 23, 665 
3,200 | a) we Ben Cae. 18, 377 
| 
| 
1, 400 | Sti. al Dec. 31,1954 | 111,607 
20, 000+ 23 | ie Sear * 1 120, 609 
14, 000 30 10 | Apr. 30,1955 | 1 89,376 





Profits 
before 
taxes 


Thous. 
$2, 007 
6, 026 
5, 404 

1 L 880 
904 

6, 067 


916 

6, 122 

1, 215 

10, 876 


2, 720 
73, 701 
1, 611 
334, 667 
8, 872 


1, 146 
11, 490 
13, 153 


Sources: Moody’s Industrial Manual, 1956 and Moody’s Bank and Financial Manual, 1956. 
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Profits 
before 
taxes 
aS per- 
cent of 
net 
Sales 


——e 


_ 
Pe Sworp 
one OOo 


er po gn go 
onrom 


Sr 
noo 


a 


NAPNNPOSKLCVMSfOoOn 
SAUD WOR IWSAMOD 


- 
Foe mp 
or-omo 








o ewr 
~ HAM HOM Or cso 2 > . 
awww mame CONGO AOOM THN > : os. > a . 3: aad 
= an = . 3 acd iS WSsssaiwrnrcdr ares <= xs 
= | Bent sS wo | assoc cd sods aosersotose 2 4 


